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ADVISORY TAX AUDIT

INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners of
Rhode Island Resource Recovery Corporation:

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the business-type activities and the fiduciary activities
of the Rhode Island Resource Recovery Corporation (the "Corporation") (a Component Unit of the State of Rhode
Island), as of and for the year ended June 30, 2023, and the related notes to the financial statements, which
collectively comprise the Corporation’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities, and the fiduciary activities of the Corporation, as of June 30, 2023,
and the respective changes in financial position and, where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
("GAAS”) and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Our responsibilities under those standards are further described in
the Auditor’'s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Corporation, and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

Change in Accounting Principle

As discussed in Note 2 to the financial statements, the Corporation adopted new accounting guidance, GASB
Statement Number 96, Subscription-Based Information Technology Arrangements as of July 1, 2022. Our opinions
are not modified with respect to this matter.

Other Matter

The financial statements of the Corporation as of and for the year ended June 30, 2022 were audited by O’Connor
& Drew, P.C., who joined with WithumSmith+Brown, PC on January 1, 2023 and expressed an unmodified opinion
on those statements dated October 4, 2022.

As more fully described in Note 2 to the financial statements, the Corporation has not adjusted its 2022 financial
statements to retrospectively apply the change in accounting principle to adopt GASB Statement Number 96,
Subscription-Based Information Technology Arrangements due to lack of materiality.

We were not engaged to audit, review, or apply any procedures to the Corporation 's 2022 financial statements
and, accordingly, we do not express an opinion or any other form of assurance on the 2022 financial statements as
a whole.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Corporation‘s ability to continue as a going
concern for one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with GAAS and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Corporation’s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Corporation’s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.
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Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s discussion
and analysis on pages 4-14, schedule of changes in the Corporation’s total OPEB liability and related ratios on
page 50 and notes to the required supplementary information on page 51 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquires of management about the methods
of preparing the information and comparing the information for consistency with management’'s responses to our
inquires, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise Rhode Island Resource Recovery Corporation’s basic financial statements. The schedule of travel and
entertainment expenses on Page 52 and the State of Rhode Island required format on pages 53-57 are presented
for purposes of additional analysis and are not a required part of the basic financial statements.

The schedule of travel and entertainment expenses and the State of Rhode lIsland required format are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedule of travel and entertainment expenses and the State of Rhode Island required format are fairly stated in all
material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report December 8, 2023, on our
consideration of the Corporation’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, and contracts and other grant agreements and other matters. The purpose
of that report is solely to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Corporation’s internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Corporation’s internal control over financial reporting and
compliance and should be considered in assessing the results of our audit.

/l/i%quwﬁ%f-am, /&(/—

December 8, 2023



RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis

June 30, 2023 and 2022

As management of the Rhode Island Resource Recovery Corporation (the “Corporation” or “RIRRC”), a component
unit of the State of Rhode Island (the State), we offer readers of the Corporation’s Financial Statements this narrative
overview and analysis of the financial activities of Rhode Island Resource Recovery Corporation for the years ended
June 30, 2023 and 2022. Rhode Island Resource Recovery Corporation’s Financial Statements, accompanying
notes, and supplementary information should be read in conjunction with the following discussion.

Introduction

The Corporation is a quasi-public corporation, an instrumentality established in 1974 by an Act of the Rhode Island
Legislature. The Corporation was created to provide and coordinate solid waste and recycling services to
municipalities and businesses within Rhode Island. Itis intended that the Corporation will receive sufficient revenue
through solid waste tipping fees and the sale of recyclable products to be self-sufficient. The Corporation has the
power to issue negotiable notes and bonds to achieve its corporate purpose, subject to the provisions of Rhode
Island General Law 35-18.

The Corporation is a component unit of the State of Rhode Island (the “State”) for financial reporting purposes and
as such, the annual audited Financial Statements of the Corporation are included in the State’s Annual Financial
Report.

The powers of the Corporation are vested in a Board of Commissioners (the “Board”). As of September 2023, the
Board consists of nine members, two vacant, seven of which are public members appointed by the Governor with
at least three being residents of the Town of Johnston (the “Town”), and the Director of Administration who serves
as an ex-officio member. In making these appointments, the Governor gives due consideration to recommendations
from the Mayor of the Town of Johnston, the League of Cities and Towns, representatives of commercial waste
haulers and environmental advocacy organizations experienced in the field of recycling. Each commissioner serves
until his or her successor is appointed by the Governor and confirmed by the Senate of the State.

Overview of the Financial Statements

The discussion and analysis is intended to serve as an introduction to the Corporation’s basic Financial Statements,
which consist of the Financial Statements and Notes to Financial Statements. This report also contains other
supplementary information in addition to the basic Financial Statements. The Financial Statements report
information about the Corporation based upon an accrual accounting method similar to those used by private sector
companies. The Financial Statements include a Statement of Net Position; Statement of Revenues, Expenses, and
Changes in Net Position; Statement of Cash Flows; and Notes to Financial Statements. These statements are
prepared in conformity with accounting principles accepted in the United States of America (GAAP) and also
reported under the standards issued under Governmental Accounting Standards Board (GASB).

The Statement of Net Position presents the financial position of the Corporation on the accrual basis of accounting.
Over time, increases or decreases in net position may serve as a useful indicator of whether the financial position
of the Corporation is improving or deteriorating. All the current year’s revenues and expenses are accounted for in
the Statement of Revenues, Expenses, and Changes in Net Position. This statement measures the success of the
Corporation’s operations over the past year and can be used to determine whether the Corporation has successfully
recovered all its costs through its tipping fees and other charges.

The last required Financial Statement is the Statement of Cash Flows. The purpose of this statement is to provide
information about the changes in cash and cash equivalents, resulting from operating, capital and related financing,
non-capital financing, and investing activities. This statement presents cash receipts and cash disbursement
information, without consideration of the earnings event, when an obligation arises, or depreciation of assets.

The Notes to Financial Statements provide additional information that is essential for a full understanding of the
data provided in the statements. The Notes to Financial Statements can be found on pages 22-49 of this report.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Financial Highlights

The following are the key financial highlights for the year-ended June 30, 2023:

e The Corporation’s FY2023 overall change in net position was an increase of $13.8M. The Corporation
ended the year with a net position of $171M of which $68.2M. is unrestricted.

e Operating Revenues decreased by $2.8M to $69.0M in FY2023 from $71.8M in FY2022.
e Operating Expenses decreased by $.9M to $56.8M in FY2023 from $57.7M in FY2022.

e Non-operating revenues / (expenses) increased by $9.7M to $1.6M in FY2023 from $(8.1M) in FY2022 as
a result of positive returns in the closure trust fund investments.



RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)

Management’s Discussion and Analysis - Continued

June 30, 2023 and 2022

Condensed Comparative Financial Information (in thousands)

The following table summarizes the changes in certain balances in the Statements of Net Position and the
statements of revenues, expenses and changes in net position as of and for the years ended June 30, 2023, 2022

and 2021.

Net position:
Current assets
Capital assets, net
Other noncurrent assets
Total assets

Deferred outflows of resources

Current liabilities
Long-term liabilities
Total liabilities

Deferred inflows of resources

Net position

Components of net position:
Net investments in Capital Assets
Restricted
Unrestricted

Total Components of Net position

Changes in net position:
Operating revenues
Operating expenses
Operating income

Non-operating (revenues) expenses, net

Change in net position

RHODE ISLAND RESOURCE RECOVERY CORPORATION
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)
MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2023, 2022 AND 2021

2023

2022

2021

FY23 vs FY22
Increase

FY22 vs FY21
Increase

(Decrease) (Decrease)

$ 82,764 72,887 74,063 $ 9,877 $ (1,176)
102,631 103,988 90,545 (1,357) 13,443
132,869 126,846 132,195 6,023 (5,349)
318,264 303,721 296,803 14,543 6,918
57 65 72 (8) (7)
8,883 13,551 14,473 (4,668) (922)

137,252 131,803 130,042 5,449 1,761
146,135 145,354 144,515 781 839

1,383 1,461 1,390 (78) 71

$ 170,803 156,971 150,970 $ 13,832 $ 6,001
$ 102,599 103,963 83,816 $ (1,364) $ 20,147
0 0 3,371 0 (3,371)
68,204 53,008 63,783 15,196 (10,775)

$ 170,803 156,971 150,970 $ 13,832 $ 6,001
$ 69,029 71,810 60,363 $ (2,781) $ 11,447
56,756 57,681 55,402 (925) 2,279
12,273 14,129 4,961 (1,856) 9,168
(1,560) 8,128 (3,059) 9,688 11,187
$ 13,833 6,001 8,020 $ 7,832 $ (2,019)




RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Financial Analysis

Assets, Liabilities and Net Position — FY2023

Assets increased $14.5M to $318.3M in FY2023

Assets held in trust increased by $6.M to $129.6M. The increase was due to Investment Earnings of $1.1M
and quarterly closure funding based on tons received totaling $5.1M, offset by fees of $0.2M. The closure
cost rate is calculated yearly based on assumptions in the closure/post closure liability calculation — the
FY23 funding rate per ton was $6.61.

Construction in progress increased by $2.3M to $40.6M in FY23. There were several capital projects
underway and that have been completed contributing to this overall net increase, primarily the Maintenance
Garage project has increased $5.6M, offset by the completion of the waste water storage tanks of $4.5M
(transferred to capital and now being depreciated), along with a few smaller increases for projects still in
process - the new Entrance Way - $.3M, the Transfer Building - $.3M, MRF Fire System - $.5M and Pond
2 Stormwater $.2M.

Current Assets increased by an impressive $9.9M to $82.8M. Cash increased by $12.4M, Accounts
Receivable decreased by $3.6M as a result of a tightened credit policy, and inventory increased by $.9M.

Depreciable Capital Assets net decreased by $3.7M to $51.3M. The decrease was due to routine
depreciation and depletion of $12.8M, offset by the addition wastewater storage tanks of $4.5M and the
addition of vehicles and yellow iron of $4.8M. Refer to Note 5 - Capital Assets for additional detail.

Liabilities increased $.8M to $146.1M in FY2023.

Current Liabilities:

Bonds and Notes Payable decreased $4.5M to zero as the bond for the leachate pretreatment building is
now paid.

All other categories were relatively flat.

Noncurrent Liabilities:

Short-term & Long-term portion of closure, post-closure and remediation increased by $5.8M to $136.6M.
Refer to Note 12 — Commitments for additional detail.

Notes payable decreased by $250K as a result of normal debt service payments.

All other categories were relatively flat.

Deferred inflows of resources remained relatively flat with a slight decrease of $.1M. There were no new leases
signed during the current year and our OPEB liability continues to remain stable.

The net position totaled $170.8M compared to $157.0M as of June 30, 2022, an increase of $13.8M in FY2023
primarily as a result of operating income of $12.3M.



RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Assets, Liabilities and Net Position — FY2022

Assets increased $7.0M to $303.8M in FY2022
e Assets held in trust decreased by $3.9M to $123.6M. The decrease was due to net investment losses due
to rising interest rates of $8.1M and quarterly closure funding based on tons received totaling $4.4M, offset
by fees of $0.2M. The closure cost rate is calculated yearly based on assumptions in the closure/post
closure liability calculation — the FY22 rate per ton was $6.23.

e Construction in progress increased overall by $16.3M to $38.3M in FY22. There were several capital
projects underway contributing to this increase, primarily the new Entrance Way - $2.3M, the Transfer
Building - $2.4M, the Maintenance Garage - $12.0M, and LPTF WW Storage Tank — $2.4M, along with
several completed projects now capitalized reducing the amount, with the majority being Phase VI (Area 3-
1C) cell construction - $2.5M.

e Current Assets decreased by $1.2M to $72.9M. Cash decreased by $2.6M along with Prepaid expenses
by $.1M. Accounts Receivable increased by $1.0M along with inventory by $.5M.

e Depreciable Capital Assets net decreased by $4.2M to $55.0M. An increase in assets as a result of several
large assets, i.e. the administration building of $4.4M, sewer bypass of $1.5M and grinder $1M being offset
by a decrease caused by routine depreciation and depletion. Refer to Note 5 - Capital Assets for additional
detail.

Liabilities increased $.8M to $145.3M in FY2022.

e Accounts Payable decreased by $1.0M to $7.8M due to lower accruals related to the various capital projects
referenced above in Construction in process.

e Bonds and Notes Payable decreased $4.6M to $6.2M consistent with the installment schedule.
e Short-term & Long-term portion of closure, post-closure and remediation increased by $6.7M to $130.8M.
Refer to Note 12 — Commitments for additional detail.

The net position totaled $157M as of June 30, 2022, compared to $150.9M as of June 30, 2021, an increase of
$6.0M.



RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Operating Revenues

Operating Revenues for FY23 and FY22
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The $2.8M decrease in Operating Revenue in FY2023 resulted from a $3.7M increase in Tipping Fee Revenue
(Solid Waste), along with a $6.8M decrease in Recycling Revenues and offset by a slight $0.3M increase in
Other Operating Revenue.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Tipping fee revenue - increased $3.7M to $59.6M in FY2023, overall, the solid waste tons decreased by 40K to
703K.

e Commercial —tonnage decreased by 14K tons to 327K tons for FY2023. Construction and demolition waste
was lower, contributing to 32K tons of the overall decrease, while solid waste increased by 18K. Even
though tons were down slightly, revenue increased by $3.6M as a result of the $15.00 price increase due
to the phase out of the volume discount, effective July 1, 2022.

e Municipal - tonnage decreased by 24K tons to 342K in FY2023; revenue increased by $.5M to $20.0M as
a result a price increase of $7.00 effective July 1, 2022.

e Special/Sludge — tonnage decreased slightly by approximately 2.3K tons to 33.6K tons from FY2022.
Revenue was flat at $4.1M in both FY2022 and FY2023.

e Alternate Cover - revenue increased by $.5M to $2.5M. Total tons received were 75K, an increase of
approximately 13.7 tons.

e Recycling revenues decreased substantially, by $6.8M to $8.1M. Fiber decreased by $3.3M to $2.0M,
plastics decreased by $2.9M to $2.3M, metals decreased by $0.4M to $2.0 and miscellaneous/compost
each were relatively flat, combining for an additional $1.8M of revenue in FY2023. Prices for commodities
collapsed in FY2023 after one of the strongest years RIRRC has seen in FY2022. Pricing was especially
week in both fiber and plastics.

e Unfortunately, the decrease in commodity pricing has resulted in the recycling facility to generate a large
loss for FY2023, unlike FY2022 which showed profitability for the first time since FY2015 or 7 fiscal years.
Total profit generated for FY2022 was $85K.

e  Other Income increased by $0.3M to $1.3M as a result of a gas surcharge that was initiated on January 1,

2023.
Recycling Revenues for FY23 and FY22
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Operating Expenses

Operating Expenses for FY23 and FY22
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Operating Expenses decreased by $.9M for FY2023 to $56.8M versus $57.7M for FY2022.

Personnel costs increased by $1.2M to $17.5M. Annual increases of approximately 5% and a 3% match
on the 457 plan effective January 1, 2023 accounted for much of this increase.

Contractual services were flat, increasing slightly by $.2M to $8.2M, largely due to insurance increases.
Utilities were flat at $2.1M.
Repairs and maintenance decreased by $.2M to $3.5M in FY2023.

Other supplies and expenses increased by $.3M to $5.8M for FY2023. Although there was a large decrease
in aggregate materials of $.7M, other categories had increases, such as diesel at $.3M, bank charges at
$.2M, chemicals at $.2M and computer supplies at $.1M. Bailing wire also saw some increases. This
category includes other items such as machinery rental, supplies, and health & safety equipment which
generally all saw some pricing increases.

Grants and profit share to the municipalities remained flat at $.1M.
Bad debt was less than $.1M as a result of stronger and tighter credit terms.

Provision for landfill closure and post-closure charged to expense decreased by $1.1M to $6.8M. This
account is where the monthly transfer of $6.61 per ton is recorded for all waste coming in to the Landfill
which accounted for $4.8M of the amount. Another $.2M is for investment advisory fees and the remaining
amount of $1.8M is a result of adjusting the closure liability to actual at year end. The closure liability gets
reviewed and recalculated every year and adjusted to the updated estimate.

Depreciation, depletion and amortization decreased by $1.4M to $12.8M, of which approximately half, $.7M
is the result of the decrease in the depletion directly related to the decrease in landfilled tons year over
year. The other half are assets that have been fully depreciated in FY2022 no longer being depreciated in
FY2023.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Capital Planning

Capital planning is more critical than ever to ensure our goal of self-sustainability for the post-closure phase of the
Central Landfill. RIRRC must closely monitor our cash position, fee structure and future cash flow needs, so that
we are able to fund approximately $86.1M in projected capital needs over the next 6 years. It is an essential balance
to strike, as options are limited to raise capital outside operations as borrowing payment schedules will fall outside
of our Landfill Life operating timeframe.

Funding of $86.1M includes:
e $30.4M in landfill construction, specifically related to PH VI

e $31.3M for closure and capping

e $18.7M for machinery, equipment, and vehicles
e $1.7M sewer and other infrastructure

e  $3.9M for buildings and improvements

e $0.1M Roads and fences

Long-Term Planning

Resource Recovery made significant internal and external advancements in long-term planning over the course of
FY 23. Externally, it used its past experience, professional insights, and positive working relationships with other
state entities to align governmental roles and expectations around the development of State’s next Solid Waste
Management Plan. Resource Recovery’s efforts led to: the formulation of an interagency project steering committee
composed of representatives from the Rhode Island Department of Environmental Management, the Division of
Statewide Planning and Resource Recovery; the formulation of a detailed workplan for the drafting and approval of
the State’s next Solid Waste Management Plan; and the receipt of $551,877 in federal funding to support this and
other statewide waste management initiatives.

Internally Resource Recovery continued vetting mixed waste processing alternatives. This included detailed
assessments of four unsolicited proposals and included a visit to the Tajiguas Resource Center in Santa Barbara,
CA to view the proposed systems in operation as well as the completion of RIRRC MRF residue bale composition
assessments. Primary takeaways from this work were that mixed waste processing technologies themselves are
still in the developmental stage and that the markets for the resulting commodities are still too unreliable to bank
on. As such, Resource Recovery shelved further consideration of mixed waste processing alternatives for the time
being and shifted focus to constructing a new state of the art facility for processing mixed recyclables alone.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued

June 30, 2023 and 2022

Landfill Service Life

RIRRC has made great strides over the past three years in using its pricing strategy to minimize landfilled volumes
to those called for in Solid Waste 2038 Master Plan. Maintaining these reductions going forward will come with
some challenges but doing so presents the opportunity for meaningful gains in landfill service life. Since 2015,
inbound disposal volumes had been running 200K to 300K tons per year greater than was called for in the plan,
until two years ago. With the previous inbound rates, the landfill's estimated date to reach capacity was 2033/2034.
With the current reduced inbound rates and gains in landfill density, it is now estimated to reach capacity after
2042/43, adding 8-9 years of landfill life.

The graph below illustrates the gains in service life that can be realized if these reduced volumes are maintained
over time. For example, the dark blue line shows airspace runout at 950K tons per year, the light blue at 750K and

the green line depicts what can be achieved if current volumes can be sustained at approximately 600K.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Management’s Discussion and Analysis - Continued
June 30, 2023 and 2022

Economic Factors

The Corporation’s goal is to remain economically self-sufficient while continuing to generate cash reserves to
finance approximately $22.1M of major capital investments in FY2024.

In October 2022, the municipal tip fee was recalculated in accordance with the State’s Administrative
Procedures Act (APA) which established a Municipal Solid Waste Disposal Fee Pricing Structure and
Procedure. This recalculation resulted in a price increase of $9.00 per ton for FY24 and FY25. In December
2022 the Board of Commissioners chose to phase in the increase over two years given RIRRC’s strong
cash position and concerns raised by Rhode Island’s cities and towns. The phased in increase of $4.50
raised the municipal tip fee to $58.50 and went into effect July 1, 2023. The full municipal tip fee of $63.00
is set to take effect on July 1, 2024; the municipal tip fee is scheduled to be recalculated in October 2024.

RIRRC was scheduled to complete the phase out of the volume discount pricing it offers on its commercial
solid waste 300-ton minimum contracts on July 1, 2021. However, as market conditions remain in flux
because of the pandemic, the previously approved $15 per ton increase has been postponed until a greater
level of stability returns to the market and the ramifications of doing so can be more accurately forecasted.
As of July 1, 2022, the volume discount along with early payment discounts have been eliminated.
Commercial solid waste is now billed at $115. There were no solid waste price increases for FY2023.

FY24 commodity revenues for outbound recycling products are based on market pricing. The revenues for
fiber and plastics rebounded strongly in the wake of the pandemic for FY22 however have fallen off
significantly in FY2023 and are projected to stay at depressed levels for FY2024.

Beginning in FY18, RIRRC began utilizing a capital reserve account to assist in funding the future
construction of a new MRF or Mixed Waste Processing Facility (MWPF). Given other pending capital
outlays and expected revenue decreases transfers to this sinking fund were postponed for a two-year period
pushing construction of the preferred alternative until sometime after 2025. For FY2024 the sinking fund
will again be funded with an additional $10M to bring the balance to $26M. Preliminary construction costs
are estimated at $55M - $70M for a traditional MRF.

RIRRC continues to closely analyze our cost needs and reduce expenses at all levels, both vertically and
horizontally, while at the same time looking for new revenue sources and maximize tipping revenues all
while providing the same high-level service.

RIRRC is actively seeking short-term options and developing strategies for long-term options that extend
landfill life and research alternatives for the States future disposal needs.

Request for Information

This financial report is designed to provide a general overview of the Corporation’s finances for all those interested
in that information. Questions concerning any of the information provided in this report or requests for additional
information should be addressed to the Rhode Island Resource Recovery Corporation, 34 Shun Pike, Johnston, RI
02919-4512. Additional information is also available on our website at www.rirrc.org.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)

Notes to the Financial Statements - Continued

June 30, 2023 and 2022

Restricted Assets (Restricted Net Position)
Restricted assets include cash and equivalents and assets held in trust. There was $0 and $16 of
restricted cash and equivalents as of June 30, 2023 and 2022, respectively.

Capital Assets and Depreciation

Capital assets used in primary operations are stated at cost. The Corporation defines capital assets
as assets with an initial, individual cost of more than $10,000 or repairs of 10% of the asset’s original
cost and having initial life of one year or greater. Ordinary maintenance and repair expenses are
charged directly to operations as incurred. Depreciation and amortization are computed using the
straight-line method over the estimated useful lives of the respective assets as follows:

Land improvements 6 years
Buildings and improvements 15-30 years
Machinery and equipment 5-10 years
Sewer and leachate collection systems 30 years
Furniture and equipment 5-10 years
Leased equipment 3 years
Software arrangements 2-3 years
Signs, fences and roads 3-5 years

The cost of the landfill and land improvements is depleted over the estimate useful capacity of the
respective sites (Note 12).

Land acquired through eminent domain intended for resale is stated at the lower of cost or net realizable
value. The cost of property acquired through eminent domain not intended for resale is amortized over
the estimated life of the currently licensed landfill (Note 5). The Corporation annually evaluates all long-
lived assets for impairment. Management notes no impairments as of June 30, 2023 and 2022.

Deferred Charges

Deferred charges, which are included in construction in progress on the statements of net position,
include legal fees, permitting and engineering costs associated with the licensing, development (siting)
or expansion of additional landfill phases and certain costs incurred to ready additional landfill phases
for use. These costs are deferred and will be recoverable through future revenue or will benefit future
operations.

Compensated Absences

Employees are granted vacation and sick leave in varying amounts based on the Corporation’s policies.
Unused vacation and sick leave are accumulated and accrued as earned and the liability is included in
accounts payable and accrued expenses in the statements of net position.

Landfill Closure and Post-Closure Care Costs

The Corporation provides for future closure and post-closure care costs of the various phases of the
landfill as those phases are utilized. As additional phases are licensed and utilized (Note 12), additional
closure and post-closure care costs are provided for based upon management’s and outside engineers’
estimates of such costs and the percentage of capacity used to date.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)

Notes to the Financial Statements - Continued

June 30, 2023 and 2022

A reconciliation of the Corporation’s investments as of June 30, 2023 and 2022 are as follows:

2023 2022

Business Activities:

Cash and equivalents $ 42,813,626 $ 37,065,160

Investments - held in trust 129,634,210 123,572,578
Total Business Activities 172,447,836 160,637,738
Fiduciary Activities:

Investments - Mutual Funds 36,628,857 33,805,371
Total $ 209,076,693 $ 194,443,109

Average ratings of the investments comprising the debt related securities above, as determined by
Moody’s, are as follows at June 30, 2023:

Repurchase Fixed Income

Agreement Securities Total
Treasury/Agency $ 42,813,626 $ - $ 42,813,626
AAA - 87,308,243 87,308,243
AA - 2,592,985 2,592,985
A - 12,992,808 12,992,808
BBB - 15,199,040 15,199,040
BB - 6,462,168 6,462,168
B - 4,511,075 4,511,075
Below B - 452,696 452,696
Not rated - 115,195 115,195
Total $ 42,813,626 $ 129,634,210 $ 172,447,836
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)

Notes to the Financial Statements - Continued

June 30, 2023 and 2022

Concentration of credit risk is the risk of loss attributed to the magnitude of the investment in a single
issuer regardless of its credit history. The Corporation relies on the expertise of the independent
trustees to manage the trust funds’ concentration of credit risk. The trustees’ policy concerning
concentration of credit risk recognizes the importance of portfolio diversification.

Restricted Assets Held in Trust

The Corporation’s restricted assets held in trust are held and managed by independent trustees for
purposes of funding future landfill closure and post-closure care costs and pollution remediation costs
(Note 12).

The Corporation has established an investment policy over these funds whereby the primary objective
is the attainment of a high degree of income while considering safety of principal. The Corporation’s
policy states that safety, liquidity and interest rate risk standards should not be compromised in favor
of increased rate of return. Currently, the assets are invested in approximately 68% U.S. Government-
backed securities and approximately 32% corporate bonds. Through June 30, 2023 the government-
backed securities are allocated on a 26% short-term TIPS, 34% intermediate-term investments grade
and 3% short-term investment grade and 10% High-Yield Corporate as directed by the Board-approved
investment policy. Investments in bonds are not insured.

Investments Measured at Fair Value

The Corporation categorizes its fair value measurements within the fair value hierarchy established by
accounting principles generally accepted in the United States of America. The hierarchy is based on
the valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in
active markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs
are significant unobservable inputs.

The Corporation has the following fair value measurements:

Fixed income securities of $129,634,210 and $123,512,578 and mutual funds of $36,628,857
and $33,805,371 at June 30, 2023 and 2022, respectively, are valued using quoted market
prices (Level 1 inputs).

Restricted Assets
Restricted assets as of June 30, 2023 and 2022, consisting of cash and equivalents, are restricted as
follows:
2023 2022
Mandated by Bond Indentures:
Project Account - Series 2013 $ - $ 16

The Project Account contains the proceeds of the Corporation’s 2013 bond issuance and is used for
the payment of eligible project disbursements.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)

Notes to the Financial Statements - Continued

June 30, 2023 and 2022

Note 5- Capital Assets

The following is a summary of changes in capital assets for the year ended June 30, 2023:

Balance Balance
July 1, 2022 Increases Decreases June 30, 2023
Capital assets being depreciated:
Land, residential buffer $4,210,896 $ - $ - $4,210,896
Capital improvements 145,045,448 - - 145,045,448
Automobiles and trucks 1,709,557 265,819 (25,347) 1,950,029
Buildings and improvements 44,647,176 - - 44,647,176
Computers and equipment 56,363,285 9,054,847 (33,945) 65,384,187
Leased equipment 57,798 - - 57,798
Software arrangements - 81,692 - 81,692
Other depreciable property 38,927,068 - (300,582) 38,626,486
Total capital assets being depreciated 290,961,228 9,402,358 (359,874) 300,003,712
Less accumulated depreciation
and depletion:
Land, residential buffer (4,210,896) - - (4,210,896)
Capital improvements (127,014,681) (6,504,559) - (133,519,240)
Automobiles and trucks (1,364,809) (142,823) 25,347 (1,482,285)
Buildings and improvements (38,693,512) (356,210) - (39,049,722)
Computers and equipment (48,108,818) (3,636,021) 14,131 (51,730,708)
Leased equipment (32,110) (19,266) - (51,376)
Software arrangements - (37,858) - (37,858)
Other depreciable property (16,536,621) (2,091,276) - (18,627,897)
Total accumulated depreciation
and depletion (235,961,447) (12,788,013) 39,478 (248,709,982)
Total capital assets being
depreciated, net 54,999,781 (3,385,655) (320,396) 51,293,730
Non-depreciable capital assets:
Land used in operations 10,731,910 - - 10,731,910
Construction in progress 38,256,769 6,968,283 (4,619,647) 40,605,405
Capital assets, net $ 103,988,460 $ 3,582,628 $ (4,940,043) $ 102,631,045

-31-



RHODE ISLAND RESOURCE RECOVERY CORPORATION

(a Component Unit of the State of Rhode Island)
Notes to the Financial Statements - Continued

June 30, 2023 and 2022

The following is a summary of changes in capital assets for the year ended June 30, 2022:

Capital assets being depreciated:
Land, residential buffer
Capital improvements
Automobiles and trucks
Buildings and improvements
Computers and equipment
Leased equipment

Other depreciable property

Total capital assets being depreciated

Less accumulated depreciation
and depletion:

Land, residential buffer
Capital improvements
Automobiles and trucks
Buildings and improvements
Computers and equipment
Leased equipment
Other depreciable property

Total accumulated depreciation
and depletion

Total capital assets being
depreciated, net

Non-depreciable capital assets:
Land used in operations

Construction in progress

Capital assets, net

Balance Balance
July 1, 2021 Increases Decreases June 30, 2022

$ 4,210,896 $ - - 4,210,896
142,535,625 2,509,823 - 145,045,448
1,774,794 74,453 (139,690) 1,709,557
40,224,483 4,422,693 - 44,647,176
55,748,451 1,254,738 (639,904) 56,363,285

57,798 - - 57,798

37,254,844 1,739,433 (67,209) 38,927,068

$ 281,806,891 $ 10,001,140 $ (846,803) 290,961,228
(4,210,896) - - (4,210,896)
(119,723,123) (7,291,558) - (127,014,681)
(1,372,172) (132,327) 139,690 (1,364,809)
(38,382,772) (310,740) - (38,693,512)
(44,305,853) (4,442,869) 639,904 (48,108,818)
(12,844) (19,266) - (32,110)
(14,584,171) (1,952,450) - (16,536,621)
(222,591,831) (14,149,210) 779,594 (235,961,447)

59,215,060 (4,148,070) (67,209) 54,999,781

9,354,983 1,376,927 - 10,731,910

21,973,909 19,062,665 (2,779,805) 38,256,769

$ 90,543,952 $ 16,291,522 $ (2,847,014) 103,988,460
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)

Notes to the Financial Statements - Continued

June 30, 2023 and 2022

Note 6 -

Note 7 -

Land Used in Operations

Land used in operations consist of all operational lands that are not licensed landfill phases. These
lands are located to the west and east of the main landfill site. To the west, these lands are largely
comprised of forested areas; while to the east, they are comprised of the land that the Corporation’s
administrative building, tipping facility, scale houses and materials manufacturing facility currently
occupy.

The Corporation is continually evaluating the intended use and corresponding valuation of these lands
to ensure proper presentation in these financial statements. Based on its characteristics, land
classifications in the financial records and the corresponding valuations may change over time based
on changes in the Corporation’s operations.

Land Held for Sale

During 1998, the Corporation received authorization from the Rhode Island General Assembly to
develop certain property it had acquired through eminent domain. Initially, 162 acres of property
situated south and east of the landfill were identified as potentially developable into an industrial park.
Subsequently, additional developable acreage was reclassified to land held for development and
additional parcels were acquired through 2006.

Land held for sale consists of three lots. These lots are located in the industrial park. Lot 7 is 7.03
acres located on Green Earth Avenue. Lots 1 and 3 are 8.68 and 3.10 buildable acres, respectively,
located on Recycle Road. The land held for sale is carried at the lower of historical cost or fair value.
During the year ended June 30, 2022, Lot 1 was reclassified to land used in operations.

Note 8 — Lease Receivable and Deferred Inflow of Resources

The Corporation is a lessor of two current long-term leases for equipment and a work site. Significant
lease terms are described below:

The first lease began in September 1997 expiring in 2042. Monthly payments range from $2,650 through
$3,938 over the course of the lease. The Corporation also receives a revenue share from the lessee
that is not included in the lease receivable balance as it is not reasonably estimable over the life of the
lease. For the years ended June 30, 2023 and 2022, the revenue share received by the Corporation
was approximately $7,000 and $9,000, respectively. The lease has one additional five-year option to
renew.

The second lease began in December 2008 expiring in 2042. Minimum monthly payments of $3,400 are
required. The monthly lease payments are adjusted based on the consumer price index ("CPI"). Actual
monthly rent payments for the years ended June 30, 2023 and 2022 were $5,244 and $4,638,
respectively. For the years ended June 30, 2023 and 2022, no adjustment to deferred inflows due to
changes in CPI were recorded due to the immateriality. No other monthly payments are due. There are
no renewal options included in this lease agreement.

The Corporation’s incremental borrowing rate for a transaction with similar attributes was used to

discount the lease payments to recognize the lease receivable and deferred inflows of resources. The
borrowing rate used for both leases described above was 3.35%.
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)
Notes to the Financial Statements - Continued
June 30, 2023 and 2022

Aggregate scheduled principal payments due on the notes through maturity are as follows:

June 30,

2024
2025
2026
2027
2028

2029-2030

Year Ending

Principal

250,000
250,000
250,000
250,000
250,000

142,877

$ 1302877

The following is a summary of changes in bonds and notes payable, OPEB, and lease liabilities for the
years ended June 30, 2023 and 2022:

Bonds payable
Notes payable
Total OPEB liability
SBITA liability
Lease liability

Bonds payable
Notes payable
Total OPEB liability
Lease liability

Amounts
Balance Balance Due Within
July 1, 2022 Additions Reductions June 30, 2023 One Year
$ 4,517,346 $ - $ 4,517,346 $ - $ -
1,642,877 - 250,000 1,392,877 250,000
527,187 1,751 - 528,938 -
- 43,572 18,810 24,762 19,672
26,491 - 19,744 6,747 6,747
$ 6,713,901 $ 45,323 $ 4,805,900 $ 1,953,324 $ 276,419
Amounts
Balance Balance Due Within
July 1, 2021 Additions Reductions June 30, 2022 One Year
$ 8,911,013 $ - $ 4,393,667 $ 4,517,346 $ 4,517,346
1,892,877 - 250,000 1,642,877 250,000
693,800 - 166,613 527,187 -
45,509 - 19,018 26,491 19,744
$ 11,543,199 $ - $ 4,829,298 $ 6,713,901 $ 4,787,090
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RHODE ISLAND RESOURCE RECOVERY CORPORATION
(a Component Unit of the State of Rhode Island)

Notes to the Financial Statements - Continued

June 30, 2023 and 2022

Note 10 -

Host Community Agreement

In accordance with State law, the Corporation is required to make payments to the Town of Johnston,
Rhode Island (the “Town”), the community where its landfill is sited (the “Host Community”). On April
2, 1996, the Corporation's Board ratified a comprehensive agreement with the Host Community, which
supersedes substantially all prior agreements between them and provides for the unimpeded
continuation of the Corporation's operations in the Town. The comprehensive agreement, which
remains in effect as long as the landfill is owned and operated, provided for the immediate payment of
$3,150,000 to the Host Community in full settlement of all outstanding amounts. The comprehensive
agreement also provides for annual payments to the Host Community in the base amount of $1,500,000
plus 3.5% of the Corporation's annual gross revenue, as defined in the comprehensive agreement,
commencing April 1, 1996. The base amount is subject to a 10% escalator every five-years beginning
April 1, 2001. The comprehensive agreement also calls for the waiver of substantially all tipping fees
and municipal solid waste disposal fees from the Host Community for the agreement's term. Tipping
fees waived for the years ended June 30, 2023 and 2022 totaled approximately $1,418,000 and
$1,288,000, respectively.

Amounts incurred under the agreement for the years ended June 30, 2023 and 2022 were
approximately $4,474,000 and $4,606,000, respectively, of which approximately $1,188,000 and
$1,096,000 remained unpaid and is included in accounts payable as of June 30, 2023 and 2022,
respectively.

Additionally, beginning in fiscal year 2006, the Corporation was required to collect and remit to the
Town a $3 per vehicle surcharge, as approved by Rhode Island General Assembly, for all non-municipal
landfill customers. Surcharge amounts collected and remitted to the Town totaled approximately
$305,000 and $288,000 for the years ended June 30, 2023 and 2022, respectively. Due to the fact the
current agreement is over 20 years old, the Town of Johnston and RIRRC are reviewing the Host
Community Agreement with the intention of updating the current agreement in both parties’ best
interest.

Note 11 - Site Lease and Landfill Gas Delivery and Related Agreements

On May 1, 1987, the Corporation entered into a 30-year lease agreement with a lessee for royalty
payments to the Corporation based on sales of methane gas recovered by the lessee from the
Corporation's landfill site. In general, royalty payments to the Corporation were 15% of net revenues,
as defined, for the first 15 years of operation and vary from 15% to 18% thereafter depending on
production.

On August 1, 2003, the Corporation entered into a revised methane gas royalty agreement whereby
the Corporation agreed to subcontract the management and operation of its gas collection system. The
Corporation agreed to pay the operator a $100,000 per year management fee and provide funding for
all costs in excess of revenues, if any, incurred by the operator. In exchange, the Corporation receives
15% of net revenues from the sale of landfill gases, as defined by the revised agreement, and 15 cents
per million BTU, escalated annually, for each kilowatt per hour generated. In addition, the Corporation
entered into an Attribute Agreement with the operator whereby the Corporation receives 15% of the
sale of environmental attributes, such as renewable energy credits. The revised methane gas royalty
agreement expires when the operation of the gas collection facility to generate power is no longer
economically feasible to continue.
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On November 17, 2008, the Corporation entered into an amended and restated site lease and landfill
gas delivery agreement. Effectively, the site lease and the amended gas services agreement
supersede the terms and rights of the prior agreements described above. However, the amended site
lease agreement stipulates that payments to the Corporation will continue to be made in accordance
with the terms of the 1987 and 2003 agreements, thus remaining unchanged until the point in time
when the lessee acquires the Corporation’s gas collection system and assumes full responsibility for
all costs to operate and maintain the system. At such time, the methodology for calculating royalty
payments will change, resulting in a significant reduction in royalty revenues. In June 2013, the lessee
acquired the gas collection system. Since this date, no royalties have been received by the Corporation
under the revised methodology. Monthly royalty payments to the Corporation will be calculated as a)
the number of hours in a month, multiplied by b) 12 megawatts per hour, multiplied by c) net revenues
for the month, divided by d) the total number of megawatt-hours of electricity produced. The monthly
royalty payment due to the Corporation is reduced on a decreasing percentage basis each year from
100% in years 1 through 5 to 0.0% in year 10 and thereafter and is further offset by a monthly credit to
the operator on a dollar-for- dollar basis up to a maximum of $416,667 a month.

In conjunction with the amended and restated site lease and landfill gas delivery agreement, the
Corporation and the lessee also entered into a purchase and sale agreement for the Corporation’s gas
collection system. The sales agreement stipulated that the lessee could purchase the Corporation’s
rights, title and interest in the gas collection system for the price of $1.00. The sale was consummated
in fiscal year 2011 and ownership of the Corporation’s gas collection system was transferred to the
lessee/owner.

The loss on the sale of the gas collection system is offset by future decreases in the Corporation’s
operating costs in addition to a reduction in the Corporation’s liability for landfill closure and post-closure
care. During fiscal 2013, the owner of the gas collection system completed the construction of a landfill
gas to energy facility. On the first date on which the plant makes commercial deliveries of electric
power, the responsibility for all costs to operate and maintain the gas collection system, including
replacement items for the gas system, and expansion of or capital improvements to the gas system
transfers to the owner. The Corporation estimated this date to be March 1, 2013, and accordingly only
recorded expenditures relating to the gas collection system through that date. These agreements
remain in full force and effect so long as the owner or any affiliate is capable of generating electric
energy from the landfill gas on an economic basis.

Accordingly, and as more fully disclosed in Note 12, the Corporation adjusted its estimated landfill
closure and post-closure liability at June 30, 2012 and subsequent periods to reflect the transfer of
responsibilities for these costs. Additionally, as discussed in Note 12, the Corporation is still responsible
for a portion of the sulfur-related operating, major maintenance and capital costs.

Note 12 - Commitments

Contract for Sewer and Water Facilities

On September 27, 1988, the Corporation entered into an agreement with the City of Cranston, Rhode
Island (the “City”), whereby the City agreed to furnish sewer and water services to the Corporation's
facilities in Johnston, Rhode Island. In August 1998, the Corporation and the City entered into a revised
agreement. On May 12, 2020 the Restated Sewer Agreement was terminated with the execution of
the new Sewer Connection Agreement. Under the terms of the new agreement, the Corporation will
be allowed to discharge effluent that emanates specifically from Phase V and Phase IV underdrain
flows in accordance with Industrial Wastewater Discharge Permit No. 1808 at rates consistent with
other industrial operations.
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June 30, 2023 and 2022

Amounts provided for closure and post-closure care are based on current costs. These costs may be
adjusted each year due to changes in the closure and post-closure care plan, inflation or deflation,
technology, or applicable laws or regulations. It is reasonably possible that these estimates and
assumptions could change in the near-term and that the change could be material.

Included in restricted assets in the accompanying statements of net position as of June 30, 2023 and
2022 is $83,060,390 and $77,294,969, respectively, placed in trust to meet the financial requirements
of closure and post-closure care related to Phases I, 1ll, IV, V and VI. The Corporation plans to make
additional trust fund contributions each year to enable it to satisfy these future costs.

Amounts provided for pollution remediation obligations are based on current costs. These costs may
be adjusted each year due to changes in the remediation plan, inflation or deflation, technology, or
applicable laws or regulations. It is at least reasonably possible that these estimates and assumptions
could change in the near term and that the change could be material.

Pollution Remediation Obligations
Changes in the pollution remediation obligations for the years ended June 30, 2023 and 2022 are as

follows:
Balance Balance Current
July 1, 2022 Additions Reductions June 30, 2023 Portion
$ 12,421,375 $ 1,585,008 $ - $ 14,006,383 $ 1,033,819
Balance Balance Current
July 1, 2021 Additions Reductions June 30, 2022 Portion
$ 14,186,258 $ - $ 1,764,883 $ 12,421,375 $ 901,527

In prior years, the EPA issued administrative orders requiring the Corporation to conduct environmental
studies of the Central Landfill and undertake various plans of action. Additionally, in 1986, the Central
Landfill was named to the EPA's Superfund National Priorities List.

During 1996, the Corporation entered into a Consent Decree with the EPA concerning remedial actions
taken by the Corporation for groundwater contamination. The Consent Decree, which was approved
by the U.S. District Court on October 2, 1996, required the establishment of a trust fund in the amount
of $27,000,000 for remedial purposes. The balance of the trust fund totaled $46,573,820 and
$46,277,609 as of June 30, 2023 and 2022, respectively.

In 2004, the Corporation began the capping project for the Superfund site and continued to revise its
estimates for leachate pretreatment costs and flows. The Corporation has recorded a liability for future
remediation costs of approximately $14,006,000 and $12,421,000 as of June 30, 2023 and 2022,
respectively.
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Other Pollution Remediation Obligations

The Corporation is the owner of several properties adjacent to its landfill operations classified as land
held for operations. The Corporation is obligated to remediate one of these parcels. The Corporation
has recorded a liability for future remediation costs of approximately $518,017 and $569,494 as of June
30, 2023 and 2022, respectively, which is included in pollution and remediation obligations on the
statements of net position.

Gas System Commitments

In August 2010, the Corporation entered into an agreement for the construction and operation of a
sulfur treatment system for the purpose of reducing the levels of sulfur in the gas
collection system. The Corporation is committed to reimburse the operator for 50% of the operator’s
direct, unallocated costs not to exceed $345,416 in any one calendar year (the year over year increase
shall be the lesser of the actual cost increase for said calendar year or the prior year's actual costs
increased by the annual CPI adjustment factor). In addition, the Corporation shares in 50% of the cost
of major maintenance or future capital expenditures relating to the system.

Note 13 - Lease and SBITA Liabilities

Lease Liabilities
A summary of the Corporation’s leases at June 30, 2023 and 2022 is as follows:

6/30/2023 6/30/2022

Payment Interest Lease Lease
Description Date Terms Amount Rate Liability Liability
Equipment 11/1/2020 36 months $ 1,700 3.75% $ 6,747 $ 26,491

In November 2020, the Corporation entered into a three-year lease agreement for equipment.
Payments of $1,700 are due monthly. No specific options to renew are agreed upon in the lease. No
other monthly payments are due associated with this agreement. The Corporation’s incremental
borrowing rate for a transaction with similar attributes was used to discount the lease payments to
recognize the intangible right to use this asset and the associated lease liability.

Annual requirements to amortize the lease liability and related interest subsequent to June 30, 2023
are as follows:

Years Ending

June 30, Principal Interest
2024 $ 6,747 $ 53

SBITA Liabilities
The Corporation has entered into subscription-based information technology arrangements (SBITAs)
involving its cloud storage, data protection, and wireless networking systems.
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Healthcare Rate — Total OPEB Liability

June 30, 2023
Current
1.0% Decrease Healthcare Rate 1.0% Increase

$ 485,736 $ 528,938 $ 576,208

June 30, 2022
Current
1.0% Decrease Healthcare Rate 1.0% Increase

$ 478,869 $ 527,187 $ 582,415

OPEB Expense and Deferred Outflow of Resources and Deferred Inflows of Resources Related to
OPEB

For the years ended June 30, 2023 and 2022, the Corporation recognized OPEB expense of
$10,360 and $13,646, respectively. At June 30, 2023 and 2022, the Corporation reported a
deferred outflow of resources and deferred inflows of resources related to OPEB as follows:

023 2022

Deferred Outflow of Resources
Changes in assumptions $ 57,232 $ 64,824

Deferred Inflows of Resources
Changes in assumptions $ 19,055 $ 19,159
Differences between expected and

actual plan experience 222 477 242,190
$ 241,532 $ 261,349
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