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RESOLUTION NO. 2006-_188 R

A resolution authorizing the City Manager to enter into a contract with Texas Landfill Management,
L.L.C. (TLM) for composting services for a 10-year term on a site next to the current permitted landfill,
which will provide for the acceptance of (1) biosolids (undigested sludge) from the GBRA regional
wastewater plant at a rate of $13.10 per wet ton, with a minimum expenditure of $138,132.22 per year
thereon, (2) brush from the City of Victoria at a rate of $3.27 per cubic yard, and (3) brush from the
third parties at a rate of $4.40 per cubic yard; and declaring an effective date.

The City Council finds that this contract is necessary to preserve and protect the public health and safety of the
residents of the City of Victoria, and is exempt from the requirements for competitive bidding pursuant to Tex. Local
Gov’t Code § 252.022(a)(2).

IT IS RESOLVED BY THE CITY COUNCIL OF THE CITY OF VICTORIA, TEXAS:
1.

The City Manager is authorized to execute a contract with Texas Landfill Management, L.L.C. (TLM) for composting
services for a 10-year term on a site next to the current permitted landfill, which will provide for the acceptance of (1) biosolids
(undigested sludge) from the GBRA regional wastewater plant at a rate of $13.10 per wet ton, with a minimum expenditure of
$138,132.22 per year thereon, (2) brush from the City of Victoria at a rate of $3.27 per cubic yard, and (3) brush from the third
parties at a rate of $4.40 per cubic yard, in the form attached as the CITY OF VICTORIA AGREEMENT WITH
TLM/GARDEN-VILLE FOR COMPOSTING OF BIOSOLIDS, with such changes to form as are approved by the City
Attorney.

2.
This resolution shall become effective immediately upon adoption.

PASSED, this the 17" day of October, 2006.
AYES: 7
NAYS: O
ABSTENTIONS: 0

APPROVED AND ADOPTED, this the 17lh day of October, 2006.

ATTEST:
N\
DAVID AMAR/SMITH/CW Attorney
Distribution: Legal Department Copies Sent: October 19, 2006

Environmental Services Department




L:A\RESOLUTIN2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc

CITY OF VICTORIA
AGREEMENT WITH
TLM/GARDEN-VILLE

FOR COMPOSTING OF BIOSOLIDS

EXHIBIT “A”




LARESOLUTIN2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc

TABLE OF CONTENTS

ARTICLE I. CONTRACT INTERPRETATION

1.01
1.02

ARTICLE IL.
2.01
2.02
2.03
2.04

ARTICLE IIL

3.01

ARTICLE IV.

4.01
4.02
4.03
4.04
4.05

ARTICLE V.
5.01
5.02
5.03
5.04
5.05
5.06
5.07
5.08

5.09
5.10

ARTICLE VL

6.01

CONTRACT DEFINITIONS
INTENT OF THE CONTRACT

CONTRACT OBLIGATIONS & RESPONSIBILITIES
BIOSOLIDS DELIVERED TO TLM
COMPOSTING OPERATIONS
TLM’S OVERALL OBLIGATIONS
COMPOST PRODUCTION

USE OF REGIONAL AREA COMPOST SITE
USE OF RACS

COMPENSATION FOR SERVICES AND USE OF REGIONAL AREA COMPOST SITE9

FEE PAID TO TLM FOR TAKING BIOSOLIDS
FEE ADJUSTMENT

TIPPING REVENUE

SALES PROCEEDS

PAYMENT AND RECORDS

LEGAL RELATIONSHIPS, LIABILITY AND INDEMNITY
GENERAL UNDERSTANDING
LEGAL RESPONSIBILITIES
LIABILITY
INDEMNITY
ROYALTIES AND PATENTS
NO WAIVER OF RIGHTS
INTEREST IN CONTRACT PROHIBITED
AMENDMENTS NECESSARY TO COMPLY WITH STATE OR
FEDERAL GRANT REQUIREMENTS
NO THIRD-PARTY BENEFICIARIES
IMPOSSIBILITY OF PERFORMANCE

INSURANCE REQUIREMENTS
INSURANCE COVERAGE

ARTICLE VII. PERFORMANCE BOND

7.01
7.02

GENERAL

TLM, SURETIES, AND PARENT CORPORATION STILL BOUND

ARTICLE VIII. CONTRACT ADMINISTRATION

8.01
8.02
8.03
8.04
8.05
8.06

ARTICLE IX.

9.01
9.02
9.03

ASSIGNMENTS AND SUBLETTING
LAWS, REGULATIONS AND PERMITS

RELATIONS WITH CUSTOMERS AND THE GENERAL PUBLIC

RECYCLING PROGRAMS
TREND UPDATE REPORT
LOCAL CONSERVATION PROMOTION

SAFETY PRECAUTIONS AND PROGRAMS
GENERAL
EMPLOYEE SAFETY
PUBLIC SAFETY AND CONVENIENCE

EXHIBIT “A”

N =

AW NN

~

10
10
10

10
10
10
10
11
11
11
11

11
11
11

12
12

13
13
13

13
13
14
15
15
15
15

14
14
15
15




LARESOLUTI\2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc

9.04 PROTECTION OF PRIVATE PROPERTY

ARTICLE X. CONTRACT TERMINATION & SUSPENSION
10.01 DEFAULT
10.02 TERMINATION BY TLM
10.03 TERMINATION BY COV
10.04 TERMINATION BY COV AFTER THE 5 YEARS OF THE DATE OF THE CONTRACT
10.05 TERMINATION BY COV AFTER 7 YEARS OF THE DATE OF THE CONTRACT

ARTICLE XI. DISPUTES AND DAMAGES
11.01  MEDIATION
11.02 DAMAGES
11.03 ADDITIONAL COSTS AND FEES

ARTICLE XII. CONTRACT TIMES AND COMMENCEMENT OF WORK
1201 COMMENCEMENT OF WORK
1202 WORKING DAY
12.03 WORKING HOURS
12.04 DELIVERY OF REGIONAL AREA COMPOST SITE AND EQUIPMENT TO TLM
12.05 CONTRACT YEARS

ARTICLE XIII. EXTENSION OF CONTRACT
13.01 EXTENSION OF CONTRACT

ARTICLE XIV. CONTRACT CHANGES
1401 AMENDMENTS

ARTICLE XV. MISCELLANEOUS
15.01 ENTIRE CONTRACT
15.02 GENERAL
15.03 EFFECTIVE DATE
15.04 NOTICES
15.05 COV-TLM OBLIGATIONS
15.06 RIGHT OF ENTRY
15.07 WAIVER OF BREACH
15.08 TIME OF ESSENCE
15.09 BINDING OF HEIRS AND ASSIGNS
15.10 RIGHTS AND REMEDIES CUMULATIVE
15.11 TEXAS LAW TO APPLY
15.12 SEVERABILITY
15.13 PRIOR AGREEMENTS SUPERSEDED

EXHIBIT “A”

15

15
15
16
16
16
16

17
17
17
17

17
17
17
17
17
17

18
18

18
18

18
18
18
18
18
18
18
18
18
19
19
19
19
19




LARESOLUTN2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc

LARESOLUTI\2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc




LA\RESOLUTI\2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc

CITY OF VICTORIA
AGREEMENT WITH TLM/GARDEN-VILLE
FOR COMPOSTING OF BIOSOLIDS

THIS AGREEMENT dated , 2006, is made and entered into between the City of Victoria, a Texas
municipality (hereinafter referred to as "COV" or “City”) and Texas Landfill Management, L.L.C., a Texas limited liability
company (hereinafter referred to as "TLM").

For the mutual promises made herein, and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged and confessed, the parties hereby agree as follows:

ARTICLE I. CONTRACT INTERPRETATION

1.01 CONTRACT DEFINITIONS - Where used in this Contract, the following words and terms shall have the meanings
indicated:

ACT OF GOD - A cataclysmic phenomenon of nature, such as an earthquake, fire, flood, hurricane or tornado.

BIOSOLIDS - Bulk sewage sludge, as defined by 332.2, generated by the biological treatment of domestic
treatment in treatment works that has been dewatered by a belt filter press or other method to 15% to 23%
total solids to ensure each shipment does not contain free liquids and does not contain maximum allowable
concentrations in excess of 3 times the concentrations listed for Class 1 compost listed in Table 1 of 30 TAC
332.72 figure 1 and shall conform to the foreign matter criteria contained in 30 TAC §332.37(11) and cannot
contain foreign material to the extent that would result in the finished compost not meeting the requirements of
§332.72(d)(1)(C).

COMMISSION - The Texas Commission on Environmental Quality or its successors.
COMPOSTING or functionally aerobic composting - The controlled biological decomposition of organic

materials through microbial activity which occurs in the presence of free oxygen. Composting or functionally
aerobic composting does not include the stockpiling of organic material.

CONTRACT - This Contract between COV and TLM governing the agreement of TLM to take Digested
Dewatered Biosolids from the COV wastewater treatment facilities, make compost with such Biosolids and
other compostable materials and market the compost. The Contract includes any exhibits that may be attached
hereto and all subsequent written amendments executed by COV and TLM.

CONTRACT TERM - The period beginning , 2006, and ending ,
2016. The term may be extended as set out in Section 13.01 of this Contract, in which event the extension
period shall be part of the Contract Term.

COV REPRESENTATIVE - The Director of Environmental Services for COV or his/her duly authorized
representative.

HAZARDOUS MATERIAL - Pursuant to Section 26.263 of the Texas Water Code hazardous material means
any material designated as such by the administrator of the Environmental Protection Agency pursuant to the
Comprehensive Environmental Response Compensation and Liability Act (42 U.S.C. Sec. 9601 et seq.)
regulated pursuant to Section 311 of the Federal Clean Water Act (33 U.S.C. Sec. 1321 et seq.) or designated
by the Commission or other governmental body with applicable jurisdiction.

PERFORMANCE BOND - The security furnished by TLM through the Surety in the specified amount of the
Contract as a guaranty that the Work will be faithfully performed and completed and that COV will be held
harmless from all costs and damages which COV may suffer by reason of TLM’s default or failure to perform
the Work or to pay its contractors, subcontractors and suppliers.
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1.02

REGIONAL AREA COMPOST SITE - The approximate 50-acre tract of land adjacent to the Victoria
landfill, as further depicted and described in Exhibit A, or other mutually suitable site owned or controlled by
COV (hereinafter referred to as the “RACS”).

SPECIFICATIONS - The specific instructions and standards given to TLM describing the requirements for
picking up, hauling and processing Biosolids into compost and removal of compost from the compost site, as
well as the standards and quality of work required to perform the services contracted for and any other related
services forming a part of this Contract.

SUPERINTENDENT - The on-project site representative of TLM authorized to communicate with COV’S
Representative regarding performance of this Contract. The Superintendent or his designee shall supervise
and direct the Work.

SURETY - The corporate body licensed to conduct business in the State of Texas that provides assurance that
TLM, or its substitute will faithfully perform the Work covered by this Contract and make payment of any
due, unpaid, eligible labor and supply claims arising thereunder.

WASTEWATER TREATMENT FACILITIES (WWTF) - The waste water treatment facilities operated by
the GBRA for the COV.

WORK - The entire process of loading, hauling and processing Biosolids and other compostable material into
compost for beneficial use, or any other services added by written amendment of the parties after the
execution of this Contract. Work is the result of TLM performing services, furnishing labor and furnishing
and incorporating materials and equipment into the project, all as required by the Contract.

INTENT OF THE CONTRACT is to describe the parties agreement for TLM to receive designated quantities of
Biosolids from COV/GBRA and process such Biosolids with wood chips and other compostable materials into
compost for sale. Additionally, TLM shall be allowed to receive organic waste products, soil amendment materials,
and recyclable plastics, paper, glass and metals for processing for resale as a regional recycling facility. Any Work,
materials or equipment that may reasonably be inferred from the Contract as being required to produce Biosolids,
compost, compost derived products, and marketing the compost products and any other work, materials, or equipment
necessary for related recycling activities is to be supplied by TLM, unless otherwise specifically called for by this
Contract.

ARTICLE II. CONTRACT OBLIGATIONS & RESPONSIBILITIES

2.01

BIOSOLIDS DELIVERED TO TLM - COV and/or GBRA shall deliver to TLM at the RACS and TLM shall take
from GBRA and/or the COV a minimum total of 1,898 dry tons of Biosolids material a year. TLM does not have to
ccept Biosolids if there is insufficient bulking agent available for composting. The GBRA and /or COV will make
every effort to deliver the bulk sewage sludge as uniformly throughout the year as practicable.

2.01.2 The Biosolids delivered to TLM by COV and/or GBRA will be biologically treated bulk sewage
sludge that has been dewatered by a belt filter press or other method to ensure each shipment does not
contain free liquids. The biosolids will be between 15% to 23% total solids content. The Biosolids
will be reasonably free of foreign material and shall conform to the foreign matter criteria contained in
30 TAC §332.37(11) and cannot contain foreign material to the extent that would result in the finished
compost not meeting the requirements of §332.72(d)(1)(C) . TLM may reject Biosolids that do not
meet the required percentage of total solids content, maximum allowable concentrations specified in
the definition of biosolids in this contract, or exceed the foreign matter criteria.

2.01.3 Sampling and testing of materials, laboratory inspection of materials and processes for Biosolids
released by GBRA to TLM for composting shall be performed at the expense of GBRA in a laboratory
maintained by COV and/or GBRA or a commercial testing laboratory designated by COV and/or
GBRA. COV/GBRA will be responsible for testing/analysis of Biosolids to ensure they meet
applicable Commission requirements under 30 TAC Chapter 312 Sludge Rules and the specifications
for biosolids contained in this contract COV and GBRA will be responsible for management and
disposal of Biosolids not meeting specification for composting under this contract. TLM shall furnish
samples of material it believes may not meet the requirements for composting under this contract and
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2.01.4

2015

2.01.6

2.01.7

COV and/or GBRA shall be responsible for testing the samples and determining if such Biosolids
meet specification. TLM has no responsibility to pickup, transport or dispose of Biosolids not meeting
such quality requirements. Changes in Federal or State regulatory requirements that prohibit
COV/GBRA biosolids from being composted shall entitle either party to this contract to terminate this
contract without penalty.

Actual quantity of Biosolids delivered to TLM at the RACS shall be determined by weight scales
located at the RACS after installation of scales. The scale reports will be the basis of TLM billing to
COV.

GBRA must coordinate its biosolids delivery to the RACS with the TLM Representative so as not to
interfere with or jeopardize the routine operation of the composting facility. The Biosolids delivery
activities will be conducted Monday through Saturday during normal working hours established by
TLM, with some flexibility upon prior approval by the TLM Representative.

Transportation of Biosolids by COV/GBRA to the RACS site will be done in a vehicle or container
equipped in such a manner to prevent any spillage, leakage, splashing, blowing or any other accidental
loss or discharge of the Biosolids. All vehicles or containers must be fitted with a tarp or other
suitable cover over the load.

TLM may store Biosolids only at the RACS unless otherwise approved by the COV Representative.
In no event may TLM store Biosolids if it is causing nuisance odors without mixing such Biosolids
with other compostable material into compost windrows. TLM may dispose of Biosolids under this
Contract at a landfill only with prior notice to the COV Representative.

202 COMPOSTING OPERATIONS

2.02.1

2.02.2

After transportation of Biosolids to the RACS, TLM shall provide all Iabor, equipment and material
needed or used to produce the compost. TLM may determine the type or mix of compost produced,
including percentages of sand, mulch and other materials added to the compost. TLM may utilize any
materials in the compost process that are acceptable for registration tier compost facilities as
authorized by 30 TAC 332.3 (b). Any other materials used by TLM in the composting operation at
the RACS must be approved by the COV Representative, however, such approvals shall not be
unreasonably withheld. TLM is responsible for the quality of such other material brought to the
RACS and mixed with the Biosolids to make the compost. In no event may “mixed municipal solid
waste” as defined in 30 TAC Chapter 332 Composting Rules (“garbage, refuse, and other solid waste
from residential, commercial, industrial non-hazardous, and community activities which is generated
and collected in aggregate”), be used in the compost operations.

Carbon based material (or “bulking agent”) used for making the Biosolids compost shall include, but
not be limited to, wood chips and brush, sawdust, ground lumber such as pallets, recycled phone
books and stable bedding and other acceptable compostable high carbon content sources as allowed
under 30 TAC Chapter 332 Composting Rules. All compostable material accepted by TLM at the
RACS shall be source separated materials. TLM may and shall reject loads of material with
unacceptable contamination from any source and charge the delivering or tipping party a reasonable
fee for picking up and disposing of the contaminated material. All compostable material determined
by TLM to have unacceptable levels of contamination must be removed from the RACS by the
generator.

TLM, by execution of this Contract, agrees to accept uncontaminated brush, yard waste and
woodchips from all sources within Victoria County. TLM reserves the right to reject loads it believes
have unacceptable contamination. Deliveries of brush, yard waste and woodchips are currently made
by the COV, Victoria County, private citizens and contractors.

TLM will take the first 57,000 cubic yards of bulking agent each calendar year at a rate of $3.27 per
cubic yard. After 57,000 cubic yards of bulking agent has been delivered to the RACS in a calendar
year, TLM will reduce its fee to the COV to $1.64 per cubic yard. After scales are installed, the
tipping fee will be $18.71 per ton for the first 9,975 tons and, for the COV, $9.36 per ton for volumes
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2.02.3

2.02.4

2.02.5

2.02.6

2.02.7

greater than 9,975 tons.

For the first Contract year only, TLM shall accept transfer of the existing stock of ground brush at the
COV’s airport brush site at no charge as of the date RACS begins operation. TLM shall have no
obligation to pay for transportation of this material. After the COV transports this ground brush to the
RACS, then TLM will give the COV a credit under which TLM will allow the COV to bring an
additional amount of brush at a reduced fee that is equivalent to 60% of the prevailing COV rate..
For example, if the COV brings TLM 10,000 cubic yards of ground brush from the COV’s airport
brush site, then the COV could bring 10,000 yards of brush to the RACS at a reduced rate equal to
60% of the prevailing COV rate at the time the brush is delivered. TLM shall set the rate for woods
chips for third parties delivering wood chips to the RACS.

TLM shall collect fees for any tipping from third parties at a rate of $4.40 per cubic yard. Afterscales
are installed, the third-party tipping fee will be $25.00 per ton. TLM will record quantities received
from third parties and report quantities monthly to COV to allow COV to properly document
quantities.

TLM will provide disaster relief assistance to COV for services beyond this Contract at rates to be
determined depending on the circumstances.

TLM, as an independent contractor, shall be responsible for all composting activities, including but
not limited to, transportation, assembly of windrows or compost piles, turning such piles, adding any
required materials, including compostable material, nitrogen sources, water and any other specialty
mixes such as sand or soil subject to any limitations imposed under this Contract for adding additional
materials to the compost, screening, storing, packaging and selling.

TLM shall manage the space at the RACS constructing compost piles or windrows and removing
completed compost so as to insure that TLM shall be able to take and process into compost, all
Biosolids it is required to take under this Contract.

TLM shall manage the material stocks at the RACS in a neat and orderly manner to prevent the
materials from violating any state or federal laws or regulations, including laws and regulations for fire
hazards, odor, dust or vector nuisances off-site. TLM shall maintain runoff screens, silt fences or
other control devices to prevent compost and other materials stored at the RACS from discharges in
excess of limits to roads, natural drainage channels, other properties, and to keep any compost
drainage channel clean. TLM shall respond to complaints by COV regarding discharges in excess of
limits within 3 working days and rectify any problem within-7 days, if possible, or such other period as
may be agreed upon by COV and TLM.

TLM shall be responsible for insuring the Biosolids compost and compost mixes made at the RACS
comply with appropriate provisions of 30 TAC 332 Composting Rules, and the standards of the
United States Composting Council parameters as required to market materials to theTexas Department
of Transportation .

It is the City’s intent to use the composting rebate received from the State of Texas for the expenses of
this contract, which are hereby defined to be equipment and operator expenses incurred as a direct
result of composting operations. To ensure that this composting operation qualifies for this
composting rebate, TLM agrees that the compost generated at the RACS will be returned to
“beneficial reuse”, as defined by 30 TAC § 332.2. TLM will assist the City in preparing a composting
plan and other documents or authorizations that meet TCEQ requirements to qualify the RACS for the
TCEQ’s “Compost Refund Program”. TLM further agrees to execute all documents necessary to
enable the COV to qualify for said compost refund program. TLM shall operate the RACS in a
manner consistent with state requirements for the compost refund program and provide COV sufficient
documentation of the RACS operations and expenses to make this demonstration.

LARESOLUTN2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc 4




LARESOLUTIN2006\Texas Landfill-Composting Services for site adjacent to current permitted landfill.doc

2.02.8

2.02.9

2.02.10

COV will provide the following:

A. A 10’ by 20’ portable building available to TLM for use at the RACS. The building is currently
stored at the Huvar Street recycling center. The COV will not be required to repair damage to such
facility that occurs after it is placed at the site. TLM will be solely responsible for securing such
portable building to the ground in a manner necessary to comply with state and federal laws and
regulations and carry on operations at the RACS.

B. A reimbursement allowance for providing capital improvements and engineering services to the
RACS that are necessary to obtain authorizations to begin operations at the RACS in the amount of
$39,400, payable upon (1) 30 days after the RACS has received all necessary authorizations by TCEQ
to begin composting operations and TLM has provided COV with documentation of the expenditure
and nature of any such capital improvements prior to receiving any such reimbursement.

COV and TLM will make every reasonable effort to seek available grant funding, fee credits, loans
and other financial assistance for operating the RACS.

TLM may commence work under this contract as a composting operation authorized by 30
TAC 332.3(c) or (d) while an application for the composting of municipal sewage sludge under 30
TAC 332.3(b) is being developed and reviewed by the State of Texas. TLM will diligently pursue the
development and submission of an application for and the issueance of all authorizations required to
compost municipal sewage sludge. TLM will then construct and begin the composting of the
municipal sewage sludge as soon as paracticable after construction of the approved design is complete.

2.03 TLM'S OVERALL OBLIGATIONS

2.03.1

2.03.2

2.03.3

2.03.4

2.03.5

2.03.6

2.03.7

TLM shall obtain all permits, registrations, licenses, equipment, labor, material, monitoring, fuel and
all other labor, material and services required to receive the dewatered Biosolids from the GBRA
WWTEF at the RACS processing area and process such Biosolids into compost for beneficial use and
to market the compost. All permits, registrations and license shall be in the name of TLM and be the
property of TLM.

TLM, as an independent contractor, shall supervise and direct the Work using the best skill and
attention. TLM shall be solely responsible for all means, methods, techniques, sequences and
procedures necessary to complete the Work under this Contract, as well as for implementing safety
precautions and for coordinating all portions of the Work under this Contract.

In connection with the COV Representative visual observation/inspection of the Work or materials
testing contemplated herein, it is clearly understood that TLM is responsible for performing quality
control inspection and testing services to assure compost meets all applicable laws, rules and
regulations for resale to and use by consumers in COV area. TLM is not responsible for determining
if the Biosolids material meets applicable requirements for delivery to TLM.

If TLM, in the course of the Work, finds any discrepancies between the physical conditions of the
Biosolids and Contract requirements, TLM shall immediately inform COV of the discrepancies. Any
Work performed by TLM after discovery of the discrepancy will be done at COV’s risk and/or
expense. COV will promptly respond (within 3 working days) to TLM's requests for testing and
analysis in light of the specific problem.

TLM is responsible for all compost and related materials processing, transportation, packaging and
sales, including the compliance with all Federal, State and Local laws, rules and regulations for these
activities,

TLM shall formulate a site operating plan for the RACS, updated for any changes to federal, state, and
local laws, rules and regulations pertaining to the Work to ensure the operations are consistent with the
requirements of the compost refund program.

TLM shall be knowledgeable of and comply with all requirements incorporated in the licenses and
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2.03.8

2.03.9

2.03.10

2.03.11

2.03.12

2.03.13

2.03.14

2.03.15

permits received for the RACS as they apply to Biosolids.

TLM agrees to reimburse COV for any and all fines or additional operating expenses arising from any
regulatory enforcement action that is imposed on COV by any Federal or State regulatory agency that
are proximately caused by any negligent actions or omission of TLM, subcontractors or agents of
TLM.

TLM shall formulate a Fire Protection Plan, a Traffic Control/Public Access Control Plan, Gate
Operations/Site Security Plan, Vector Control Plan, Dust Control Plan, Odor Control Plan, and Noise
Control Plan for the RACS operation, and provide these plans to the COV representative.

TLM will develop an Emergency Spill Response Plan for the RACS as part of the duties and
obligations of TLM under this Contract.

TLM will be required to formulate a Contingency Plan for inclement weather and disaster
events. Inclement weather events do not relieve TLM from the performance of its obligation to
receive Biosolids at the RACS unless it is an Act of God.

TLM shall formulate a Contingency Plan to accommodate a major equipment failure plan.
Equipment failure shall not be an excuse for TLM not complying its obligations under this Contract
unless it is an Act of God.

TLM shall have a competent superintendent or assistant superintendent on site at the RACS
facility during all hours of TLM’s operation during the term of this Contract. Each superintendent or
assistant superintendent shall be identified to the COV Representative.

TLM declares that TLM has thoroughly examined the local geophysical conditions at the
RACS and thoroughly understands the implications for its operations of the RACS.

TLM shall maintain operating records pertaining to the Work at the RACS site. COV shall
have the right to inspect the RACS records dealing with the compost operations to the extent
reasonably necessary to ensure compliance with this Contract at any time during normal business
hours after reasonable notice.

204 COMPOST PRODUCTION .

2.04.1

2.04.2

2.04.3

2.044

All TLM compost will be processed at the RACS in accordance with the Commission’s 30 TAC
Chapter 332 rules and standards.

COV shall be entitled to take up to 100 cubic yards of standard compost (compost without sand or soil
mixed in) each calendar year without charge. This compost will be available to COV at the RACS.
COV will provide transport for this COV compost from the RACS; however, TLM will load the
trucks. Delivery of the compost will be coordinated between the Superintendent and the COV
Representative.

TLM will set the price for compost products and make all reasonable efforts to market and sell the
compost produced at the RACS. TLM shall account quarterly to COV as to the description of all
compost and compost mixes produced at the RACS Compost Site, which information shall include the
quantities sold, given away and used in marketing and educational programs.

COV and TLM may enter into other related recycling arrangements by written amendment to this
Contract with approval by TLM and the COV City Manager at mutually agreeable rates.

ARTICLE III. USE OF REGIONAL AREA COMPOST SITE

3.01 Use of RACS - During the term of this Contract, COV shall allow TLM to use, and TLM shall have the right to use
the RACS as described on Exhibit A attached hereto, upon the terms and conditions set forth in this Contract. The
RACS shall include any improvements described on Exhibit A attached hereto and made a part hereof which
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improvements are provided to TLM by COV.

3.01.1

3.01.2

3.013

3.014

3.01.5

3.01.6

3.01.7

3.01.8

3.01.9

3.01.10

3.01.11

The use of the RACS, including any improvements, are provided to TLM to use as a regional
recyclables processing facility as part of this Contract and in consideration for TLM’s receiving
Biosolids from GBRA WWTEF’s, composting such Biosolids, selling the compost, and associated
activities. TLM is responsible for all routine maintenance at the RACS.

TLM may use the RACS to receive and process compostable and recyclable materials and to store,
treat, blend, package, distribute and sell recycled and horticultural products and landscaping products
along with compostable material. Retail sales to the public shall be permitted at the RACS. Access to
the RACS is through the deeded easement and a protocol to the RACS over COV’S adjoining land
may be agreed to by the parties. Access to the RACS is limited to TLM’s employees, officers, agents,
contractors, and commercial customers, retail customers and special invited guests.

Utilities — COV represents that the RACS has access to no utilities. TLM shall pay all charges for
installing any utilities, related equipment, and utility charges and fees for utilities that TLM determines
are needed for TLM’s operations at the RACS. COV represents the RACS has all the appropriate
local government permits and approvals for all activities contemplated by this Contract. TLM shall
provide all pumps, hoses, pipes and other equipment and material to transport water from the drainage
and collection pond on site for use in the compost operations. TLM at its own election and expense
may drill a well to supply water to its RACS operations.

Property Insurance - TLM shall maintain insurance on the improvements located on the RACS in
accordance with Article VI.

Acceptance of the RACS Improvements and Buildings - TLM will examine the RACS, and
improvements thereon, including the 10° x 20" portable building, and will determine if they are
suitable for TLM’s use under this Contract. If they are suitable, TLM will accept the RACS and
improvements thereon. If any facilities on the RACS are unsuitable, TLM will install such
improvements as are necessary to make the RACS suitable for its use, at TLM’s sole expense.

Scales - TLM, at its cost and expense, shall purchase, maintain and operate the weight scales at the
RACS. TLM shall keep the scales in good working order and in compliance with all applicable State
rules and regulations.

Alterations, Additions and Improvements - All permanent alterations, additions and improvements,
except trade fixtures, installed at expense of TLM shall become the property of COV and shall remain
upon and be surrendered with the RACS as a part thereof on the termination of this Contract. Any
damage caused by the installation or removal of trade fixtures shall be repaired at TLM’s expense. All
alterations, improvements, additions, and repairs made by TLM shall be made in a good and
workmanlike manner.

TLM shall not assign or sublet its right to use the RACS, except as to a subsidiary, parent or corporate
affiliate of TLM, without the prior consent of COV, which may not be unreasonably withheld. An
assignment to another entity will not relieve TLM of any of its obligations pursuant to this contract.

Destruction — TLM shall insure the RACS; therefore, TLM shall be obligated to restore the RACS the
extent necessary to ensure it is suitable for its intended purpose.

Utility Service - COV or COV’S Representative may not interrupt or cause the interruption
of utility service unless interruption results from bona fide repairs, construction, or an emergency. If
any utility service furnished by COV is interrupted and continues to be interrupted despite efforts of
COV to remedy same, COV shall be liable for damages of TLM. COV shall use reasonable diligence
to repair and remedy such interruption promptly.

Abandonment of TLM Property - Any property of TLM remaining on the RACS 30 days
after the Effective Date of termination of this agreement may, at COV’S sole optionand discretion, be
deemed TLM’s abandonment of said property.
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3.01.12 Subordination - COV is hereby irrevocably vested with fuil power and authority to
subordinate TLM’s right to use the RACS to any mortgage, deed of trust, exother lien, or transfer
hereafter placed on the RACS, and TLM agrees on request of COV to execute such further
instruments subordinating this Contract to such liens or transfers, provided such subordination shall be
on the express condition that this Contract shall be recognized by the mortgagee, trustee or transferee,
and the rights of TLM shall remain in full force and effect during the term of this Contract.

3.01.13 Signs - TLM may post signs at, on, or about RACS. COV acknowledges and agrees that
TLM is also allowed reasonable signage to direct TLM’s invitees to RACS from nearby public access
roads and TLM to identify its business.

3.01.14 Hazardous Materials - TLM shall not use, store, manufacture or dispose of any Hazardous
Materials in violation of any rule or law. TLM shall defend, indemnify, and hold harmless COV from
any and all liabilities (including strict liability), actions, demands, penalties, losses, costs, or expenses
(including without limitation attorneys’ fees and expenses, and remedial costs), suits, costs of any
settlement or judgment and claims of any and every kind whatsoever which may now or in the future
(whether before or after the termination of this Contract) be paid, incurred or suffered by or asserted
against COV by any person or entity or governmental agency for, with respect to, or as a direct or
indirect result of, the presence on or under, or the escape, seepage, leakage, spillage, discharge,
emission or release from RACS of any Hazardous Materials which arise out of or result from TLM’s
act or omission at the RACS. Notwithstanding, TLM shall not be responsible for contamination
resulting from COV’S past, present or future use of the RACS.

3.01.15 Site Relocation - RACS is currently located at the site described in Exhibit A. If COV and
TLM mutually determine that it is appropriate to relocate the RACS and/or compost operations or a
part thereof, then COV may relocate, at COV’S sole cost, the compost site or any part thereof, to
another location within COV jurisdiction. COV and TLM shall cooperate with each other in
connection with any such relocation. COV shall insure that TLM’s relocated area and plant are in as
good a physical condition as existed before the relocation. TLM shall have the right to review and
approve the new compost facilities to insure their design and location are at least substantially
equivalent to the RACS, which approval will not be unreasonably withheld or delayed. Unless such
relocation is required by court order or a directive from a county, state or federal authority, COV shall
make payment to TLM for the loss of revenue from its RACS relocation based upon an average of the
monthly revenue in the preceding 6 months multiplied by the number of days the RACS was
inoperable. TLM will thereafter again be responsible for maintenance of the new facilities.

3.01.16 At termination of this Contract, TLM shall deliver the RACS, including permanent
improvements, to COV in as good a condition as it exists on date of this Contract, with allowance for
ordinary wear and tear, clean of all materials other than compost in production on the compost pad.
Compost remaining on RACS at the end of the Contract term will become property of COV.

3.01.17 COV is not providing TLM any security or guard service to protect the RACS or the material
stored there.

ARTICLE IV. COMPENSATION FOR SERVICES AND USE OF REGIONAL AREA COMPOST SITE

4.01

FEE PAID TO TLM FOR TAKING BIOSOLIDS - COV or GBRA shall pay TLM $13.10 per wet ton of Biosolids
material delivered to TLM from GBRA WWTF’s pursuant to Section 2.01. Payment for the minimum dry tons, with
an assumed 18% total solids content, listed in Section 2.01 shall be made by COV whether or not the minimum
amount was actually delivered to TLM. Accordingly, the payment for the minimum amount of Biosolids for the first
year will be $138,132.22 or prorated portion of a year if the RACS has not been open to receive biosolids for the full
year. TLM will invoice COV monthly for Biosolids materials hauled during the prior calendar month based on scale
weights receipts from the scales at RACS. All monthly invoices will be paid within 30 days from receipt, or COV
must pay interest in the maximum amount allowed by law. TLM will establish the price for accepting Biosolids from
third parties in an amount no less than charged to COV. Only COV generated biosolids or biosolids generated by
GBRA from the treatment of COV wastes can be deliver to the RACS at the rates stipulated for the COV in this
contract. Biosolids not generated by COV or from the treatment of COV wastes will be received at the prevailing gate
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4.02

4.03

4.04

4.05

rates at time of delivery or as contracted with TLM outside of this contract.

FEE ADJUSTMENT - Beginning on October 1%, 2007 and on October 1st of each year thereafter, during the term of
this Contract, the fees paid by COV to TLM under this contract shall be adjusted upward or downward to reflect
changes in the cost of operations, as reflected by fluctuations in the “All Items” item of the Consumer Price Index -
All Urban Consumers for the Houston-Galveston-Brazoria region and “Gasoline” item of the Consumer Price Index -
All Urban Consumers for the Houston-Galveston-Brazoria region, both as published by the U.S. Department of Labor,
Bureau of Labor Statistics. The fees shall be increased or decreased for the 12-month period ending in April prior to
the October 1* rate modification date in a percentage amount equal to 85% of the net percentage change of the All
Items item plus 15% of the net percentage change of the Gasoline item. COV agrees to amend the Contract to pay for
its proportionate share of the increased cost required solely by changes to federal, state, local laws, regulations or
ordinances.

TIPPING REVENUE - The term “Tipping Revenue” shall mean all sums paid to TLM in cash or otherwise for
receiving Biosolids from third parties, brush, wood chips, sawdust, syrup, recycled phone books and other
compostable material and any alternate nitrogen sources, such as stable bedding and manure. TLM shall be required
to pay to COV a royalty in the amount of 5% of the Tipping Revenue received by TLM for accepting compostable
material, including, but not limited to, Biosolids from third parties, brush, wood chips, mulch, sawdust, syrup,
recycled phone books, or other stock or nitrogen material at the RACS which is to be used in the composting
operation at such site.

SALES PROCEEDS - TLM shall pay to COV for each month during the term of this Contract, five-5% of compost
sales proceeds for the sale of any compost or compost mix made in whole or in part with compost produced at the
RACS. COV is paid on the actual sale price of the product leaving the RACS. If COV based compost is mixed with
other material at RACS, then COV is paid based on the COV portion of the sales price of the resulting materials
shipped from RACS. If compost is removed from the RACS to another TLM facility to be mixed with sand or other
material off the RACS, then COV’S percentage payment is based on the sale value of the compost removed by TLM
from the RACS.

PAYMENT AND RECORDS - Tipping proceeds and compost sale proceeds shall be paid in monthly installments as
follows:

TLM shall deliver to COV, within 30 days after the end of each month during the Term, a written statement, setting
forth all Tipping Revenue Gross Sales from the RACS for the preceding month. TLM shall deliver to COV with each
such statement, a payment equal to the percentage of tipping and compost sales specified in 4.03, 4.04 and 4.05.

TLM shall, within 30 days after the expiration of each calendar year during the Term, deliver to COV a written report
summarizing the total compost production, inventory on hand, sales, fees collected, and analytical results from the
RACS for the calendar year covered by said report. The last such report to be furnished shall be delivered to COV
within 60 days from the expiration or termination, whether by lapse of time or otherwise, of this Contract. After
reasonable notice, the COV will be permitted to audit any and all TLM records related to the operation of the RACS.
The financial statements of TLM, including financial statements associated with its operation of the RACS, shall not
be considered as part of these financial records except as they relate to COV royalty payments or transactions that
could generate a royalty payment obligation to the COV. The cost of the auditors will be the expense of the COV. If
the COV request such an audit, TLM will make all records necessary to determine conformance with this contract
available at the RACS during normal business hours. Such records will be made available to officers, agents,
employees, and contractors of the COV who are performing such audit(s).

ARTICLE V. LEGAL RELATIONSHIPS, LIABILITY AND INDEMNITY

5.01

5.02

GENERAL UNDERSTANDING - TLM, at its own cost and expense, shall furnish all supervision, tools, implements,
machinery, labor, materials and accessories, such as are necessary and proper for the services contracted for herein
unless otherwise stated in this Contract. TLM shall diligently pursue all required permits and licenses at its own cost
and expense complete and conform to and comply with all laws, regulations, and ordinances pertaining to the work
and/or the maintenance and operation of the RACS. COV will cooperate with TLM and provide all reasonably
required consents or approvals for permits,

LEGAL RESPONSIBILITIES - TLM in the performance of the Work shall comply with all pertinent and standard
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