CITY OF MORRO BAY

CITY COUNCIL
AGENDA

The City of Morro Bay provides essential public services and infrastructure to
maintain a safe, clean and healthy place for residents and visitors to live, work and play.

Regular Meeting
Tuesday, September 13, 2022 — 5:30 P.M.
Veterans Memorial Hall
209 Surf St., Morro Bay, CA

Pursuant to Assembly Bill 361 (2021-22) and Government Code section 54953 this Meeting will
be conducted in a hybrid format with both in-person and virtual public participation. Ways to watch
this meeting and submit public comment are provided below.

Public Participation:
Public participation is allowed in the following ways:

¢ Community members may attend the meeting in person at the Morro Bay Veterans Hall.

o Alternatively, members of the public may watch the meeting and speak during general
Public Comment or on a specific agenda item by logging in to the Zoom webinar using the
information provided below. Please use the “raise hand” feature to indicate your desire
to provide public comment.

Please click the link below to join the webinar:
> https:/lusO2web.zoom.us/|/82722747698?pwd=aWZpTzcwTHIRTkOxaTImWVNW
RWFUQTO09
Password: 135692

» Or Telephone Attendee: 1 (408) 638-0968 or 1 (669) 900 6833 or 1 (346) 248
7799; Webinar ID: 827 2274 7698; Password: 135692; Press * 9 fo “Raise
Hand” for Public Comment

¢ Members of the public may watch the meeting either on cable Channel 20 or as streamed
on the City website.

o Community members are encouraged to submit agenda correspondence in advance of
the meeting via email to the City Council at council@morrobayca.gov prior to the meeting.
Agenda Correspondence received at council@morrobayca.gov by 10 a.m. on the meeting
day will be posted on the City website.
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ESTABLISH QUORUM AND CALL TO ORDER

MOMENT OF SILENCE

PLEDGE OF ALLEGIANCE

RECOGNITION

CLOSED SESSION REPORT

MAYOR & COUNCILMEMBERS’ REPORTS, ANNOUNCEMENTS & PRESENTATIONS
CITY MANAGER REPORTS, ANNOUNCEMENTS AND PRESENTATIONS

PRESENTATION
e Sea Otter Awareness Week Proclamation

PUBLIC COMMENT

Members of the audience wishing to address the Council on City business matters not on the
agenda may do so at this time. For those desiring to speak on items on the agenda, but unable
to stay for the item, may also address the Council at this time.

Public comment is an opportunity for members of the public to provide input to the governing body. To increase the effectiveness of
the Public Comment Period, the City respectfully requests the following guidelines and expectations be followed:

®  Those desiring to speak are asked to complete a speaker slip, which are located at the entrance, and submit it to the
City Clerk. However, speaker slips are not required to provide public comment.

®  When recognized by the Mayor, please come forward to the podium to speak. Though not required, it is helpful if you
state your name, city of residence and whether you represent a business or group. Unless otherwise established by
the Mayor, comments are to be limited to three minutes.

All remarks should be addressed to Council, as a whole, and not to any individual member thereof.

The Council respectfully requests that you refrain from making slanderous, profane or personal remarks against any
elected official, commission and/or staff.

Please refrain from public displays or outbursts such as unsolicited applause, comments or cheering.

Any disruptive activities that substantially interfere with the ability of the City Council to carry out its meeting will not be
permitted and offenders will be requested to leave the meeting.

Your participation in City Council meetings is welcome and your courtesy will be appreciated.

The Council in turn agrees to abide by its best practices of civility and civil discourse according to Resolution No. 07-
19.

A. CONSENT AGENDA

Unless an item is pulled for separate action by the City Council, the following actions are approved
without discussion. The public will also be provided an opportunity to comment on consent
agenda items.

A-1 RESOLUTION MAKING FINDINGS RELATED TO THE CONTINUED EXISTENCE OF A
STATE OF EMERGENCY DUE TO COVID-19 AND RE-AUTHORIZING FOR PUBLIC
HEALTH AND SAFETY THE CONDUCT OF PUBLIC MEETINGS OF THE LEGISLATIVE
BODIES OF THE CITY VIA REMOTE TELECONFERENCING (INCLUDING PARTIALLY
REMOTE) FOR A 30-DAY PERIOD PURSUANT TO THE RALPH M. BROWN ACT AS

AMENDED BY ASSEMBLY BILL NO. 361; (CITY ATTORNEY)

RECOMMENDATION: Staff recommends Council consider adoption of attached
Resolution No. 83-22 reauthorizing for public health and safety the conduct of
public meetings of the legislative bodies of the City via remote teleconferencing
(including partially remote) for 30 days, thereby allowing the City Council and the
City’s advisory bodies to meet remotely (including partially remote) through
October 13, 2022.

With approval of this motion and until such further notice, City Council and advisory
bodies will continue to hold their meetings in public at the Veterans Hall, with the
option for individual Councilmembers and advisory body members to
teleconference.
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A-2

AWARD OF BID — PROJECT NO. MB2021-ST01, PAVEMENT MANAGEMENT
PROJECT FY 21/22; (PUBLIC WORKS DEPARTMENT)

RECOMMENDATION: Staff recommends the City Council adopt Resolution No. 84-
22 approving an agreement with Papich Construction Company, Inc., for Project No.
MB2021-ST01, Pavement Management Project FY 21/22 in an amount not to exceed
$1,339,710, and approve a total FY 2021-22 Pavement Management Project Budget
of $1,414,600, and direct staff to return with a Midyear Budget Amendment to
transfer $350,000 from the FY 2022-23 Pavement Management Project to the FY
2021-22 project budget. All agreements implementing such project work shall be
processed and based on the review of the City Attorneys’ Office to be in form and
substance acceptable to City staff and legal counsel.

A-3

RATIFICATION OF STAFF DECISION TO ALLOW CHANGE IN SUBCONTRACTOR
FOR WATER TANK REHABILITATION PROJECT,; (PUBLIC WORKS DEPARTMENT)

RECOMMENDATION: Staff recommends the City Council ratify City staff’s decision
to allow for a change in subcontractor to the contract with Superior Tank Solutions
(STS) for the Water Tank Rehabilitation Project.

A-4

PROCLAMATION DECLARING SEPTEMBER 18-24, 2022 AS THE 20™ ANNUAL SEA
OTTER AWARENESS WEEK; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

PUBLIC HEARING ITEMS - NONE

BUSINESS ITEMS

PAVEMENT MANAGEMENT UPDATE 2022; (PUBLIC WORKS DEPARTMENT)

RECOMMENDATION: Staff recommends the City Council receive and file an update
and a presentation on pavement management, roadway condition, and maintenance
programs and strategies and provide direction, as deemed appropriate.

C-2

APPROVAL OF RESTATED SOLID WASTE, RECYCLING, AND ORGANIC SERVICES
FRANCHISE AGREEMENT WITH MORRO BAY GARBAGE SERVICE TO COMPLY
WITH STATE ORGANICS RECYCLING LAW (SENATE BILL 1383) REQUIREMENTS;
(PUBLIC WORKS DEPARTMENT)

RECOMMENDATION: Staff recommends the City Council approve the Restated
Solid Waste, Recycling, and Organic Services Franchise Agreement (the
Agreement) with Morro Bay Garbage Service (MBGS), after City Attorney final
review and any non-substantive revisions and authorize the City Manager to
execute the Agreement. If following Council’s approval of the Agreement at this
meeting, should there be any substantive changes negotiated, such revisions will
be re-presented to the Council for approval.

C-3

APPROVAL TO ENTER INTO A COST SHARING AGREEMENT WITH THE RANCHO
COLINA MUTUAL WATER COMPANY TO APPLY FOR GRANT FUNDING TO
EVALUATE WATER AND  WASTEWATER UTILITY  CONSOLIDATION
OPPORTUNITIES: (PUBLIC WORKS DEPARTMENT)

RECOMMENDATION: Staff recommends the City Council to review and approve the
City Manager to execute a Cost Share Agreement with Rancho Colina Mutual Water
Company, a California Mutual Benefit Corporation, (Rancho Colina) to fund the
preparation of Clean Water and Drinking Water State Revolving Fund Planning
Grant applications.
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c4

CONSIDERATION TO APPROVE A PROPOSAL FROM AND AUTHORIZE THE CITY
MANAGER TO EXECUTE AN AGREEMENT WITH VALBRIDGE PROPERTY
ADVISORS FOR PREPARATION OF AN APPRAISAL OF THE JOINTLY OWNED
MORRO BAY-CAYUCOS SANITARY DISTRICT WASTEWATER TREATMENT PLANT
SITE AND RELATED FACILITIES (APNS: 066-031-032, 066-031-033, AND 066-031-
034); (CITY MANAGER)

D.

E.

RECOMMENDATION: Staff recommends City Council approve and authorize the
City Manager to execute an agreement with Valbridge Property Advisors for
Preparation of an Appraisal of the Jointly Owned Morro Bay-Cayucos Sanitary
District Wastewater Treatment Plant Site and Related Facilities (APNs: 066-031-032,
066-031-033, and 066-031-034).

COUNCIL DECLARATION OF FUTURE AGENDA ITEMS

ADJOURNMENT

The next Regular Meeting will be held on Tuesday, September 27, 2022 at 5:30 p.m.

THIS AGENDA IS SUBJECT TO AMENDMENT UP TO 72 HOURS PRIOR TO THE DATE AND TIME SET FOR THE MEETING. PLEASE REFER
TO THE AGENDA POSTED AT CITY HALL FOR ANY REVISIONS OR CALL THE CLERK'S OFFICE AT 805-772-6205 FOR FURTHER
INFORMATION.

MATERIALS RELATED TO AN ITEM ON THIS AGENDA SUBMITTED TO THE CITY COUNCIL AFTER DISTRIBUTION OF THE AGENDA PACKET
ARE AVAILABLE FOR PUBLIC INSPECTION UPON REQUEST BY CALLING THE CITY CLERK’S OFFICE AT 805-772-6205.

IN COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT, IF YOU NEED SPECIAL ASSISTANCE TO PARTICIPATE IN A CITY
MEETING, PLEASE CONTACT THE CITY CLERK'S OFFICE AT LEAST 24 HOURS PRIOR TO THE MEETING TO INSURE REASONABLE
ARRANGEMENTS CAN BE MADE TO PROVIDE ACCESSIBILITY TO THE MEETING.
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AGENDA NO: A-1
MEETING DATE: September 13, 2022

DATE: August 31, 2022
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TO: Honorable Mayor and City Council
FROM: Chris F. Neumeyer, City Attorney
SUBJECT: Resolution Making Findings Related to the Continued Existence of a State of
Emergency Due to COVID-19 and Re-Authorizing for Public Health and Safety
the Conduct of Public Meetings of the Legislative Bodies of the City via Remote
Teleconferencing (including partially remote) for a 30-Day Period Pursuant to
the Ralph M. Brown Act as Amended by Assembly Bill No. 361
Staff recommends Council consider adoption of attached Resolution No. 83-22 reauthorizing for
public health and safety the conduct of public meetings of the legislative bodies of the City via remote

RECOMMENDATION
teleconferencing (including partially remote) for 30 days, thereby allowing the City Council and the
City’s advisory bodies to meet remotely (including partially remote) through October 13, 2022.
With approval of this motion and until such further notice, City Council and advisory bodies will
continue to hold their meetings in public at the Veterans Hall, with the option for individual

Councilmembers and advisory body members to teleconference.

Do not consider adoption of the attached resolution and/or provide further direction to staff.

ALTERNATIVES
FISCAL IMPACT
No immediate fiscal impact.
BACKGROUND
On March 4, 2020, the Governor proclaimed a State of Emergency to exist in California because of
the spread of COVID-19. Beginning in March, 2020 the Governor also issued a number of Executive
Orders (e.g., N-25-20, N-29-20, N-35-20) (the “Brown Act Orders”) for the public health and safety
that waived requirements in the Brown Act that expressly or impliedly required the physical presence
of City Councilmembers, staff, or the public at meetings of the City Council, Planning Commission
and other City boards, commissions and committees (“legislative bodies”) that are subject to the

Brown Act. The Brown Act Orders allowed City legislative bodies that are subject to the Brown Act to
modify how meetings were conducted to protect the health and safety of staff and the public while
ensuring transparency and accessibility for open and public meetings. The most recent Brown Act

Order expired on September 30, 2021.
Dept Review:
City Attorney Review: _CFN

_SCc_
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On September 16, 2021, Governor Newsom signed Assembly Bill 361 (“AB 361”) into law. AB 361
was made effective on October 1, 2021, on an urgency basis, to correspond to the timing of expiration
of the Brown Act Orders. AB 361 provides for the ability to teleconference (whether completely or
hybrid) Brown Act meetings of City legislative bodies for public health and safety reasons under
certain conditions, akin to the authority to do so under the Brown Act Orders.

DISCUSSION

Assembly Bill 361 allows City legislative bodies to utilize remote/virtual platforms for public meetings
(consistent with certain statutory requirements) during a state of emergency proclaimed by the
Governor that includes the City if certain conditions are met.

On October 26, 2021, the City Council adopted Resolution No. 70-21 making findings related to the
continued existence of a state of emergency due to COVID-19 and re-authorizing for public health
and safety the conduct of public meetings of City’s legislative bodies via remote teleconferencing for
an initial 30-day period pursuant to the Ralph M. Brown Act as amended by Assembly Bill No. 361.
On November 9, 2021, and no later than every 30 days thereafter, through June 28, 2022, the City
Council reviewed the need for continuing the conduct of public meetings of City’s legislative bodies
via remote teleconferencing for public health and safety as authorized by AB 361, and upon making
necessary findings, adopted resolutions authorizing such meetings for an additional thirty days. AB
361 Resolution No. 61-22, which was adopted on June 28, 2022, expired by its own terms on July
28, 2022, as AB 361 resolutions are active for thirty days. On August 9, 2022, the City Council upon
making necessary findings adopted Resolution 72-22, reauthorizing the use of remote
teleconferencing by City’s legislative bodies for public health and safety, as authorized by AB 361.
On August 23, the City Council reviewed the need for continuing the conduct of public meetings of
City’s legislative bodies via remote teleconferencing for public health and safety as authorized by AB
361, and upon making necessary findings, adopted a resolution authorizing such meetings for an
additional thirty days.

If a state of emergency remains active, or State or local officials have imposed or recommended
measures to promote social distancing, AB 361 imposes certain requirements to continue use of its
provisions after the initial 30-day period, or a 30-day period thereafter, has elapsed.

Government Code section 54953(e)(3) provides that “not later than 30 days after teleconferencing
for the first time pursuant” to AB 361, “and every 30 days thereafter,” the City Council shall make the
following findings by majority vote for the City to continue using the teleconferencing provisions of AB
361:

1. The City Council has reconsidered the circumstances of the state of emergency; and
2. Either of the following circumstances exist:
a. The state of emergency continues to directly impact the ability of the members to meet
safely in person, or
b. State or local officials continue to impose or recommend measures to promote social
distancing.

At the March 22, 2022 Meeting, the City Council directed staff to continue bringing AB 361 resolutions
to provide a remote option for Council Members and Advisory Board members should the need occur.
01181.0001/752017.1
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CONCLUSION

Staff recommends Council consider adoption of the proposed Resolution No. 83-22 making the
findings required to re-authorize use of AB 361. Doing so will allow meetings of the City Council, City
boards and City commissions to occur by teleconference (including under a hybrid format) for the
public health and safety. Continued reliance on AB 361 will require adoption of a new resolution
making the required findings every 30 days thereafter.

ATTACHMENT
1. Resolution No. 83-22

01181.0001/752017.1
Page 3

CC_2022-09-13 Meeting Page 7 of 165



RESOLUTION NO. 83-22

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA,

MAKING FINDINGS RELATED TO THE CONTINUED EXISTENCE OF A STATE OF
EMERGENCY DUE TO COVID-19 AND RE-AUTHORIZING FOR PUBLIC HEALTH AND
SAFETY THE CONDUCT OF PUBLIC MEETINGS OF THE LEGISLATIVE BODIES OF THE
CITY VIA REMOTE TELECONFERENCING FOR A
30-DAY PERIOD PURSUANT TO THE RALPH M. BROWN ACT
AS AMENDED BY ASSEMBLY BILL NO. 361

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City Council of the City of Morro Bay (“City”) is committed to preserving
and nurturing public access and participation in meetings of the Legislative Bodies (as that term
is defined in Government Code §54952, including the City Council, commissions, boards and
committees subject to the Brown Act) of the City; and

WHEREAS, all meetings of the Legislative Bodies are open and public as required by the
Ralph M. Brown Act, codified as Government Code §§ 54950 ef seq., so that any member of the
public may attend, participate, and observe the Legislative Bodies conduct their business; and

WHEREAS, the Brown Act, at Government Code § 54953(e), as amended by Assembly
Bill (AB) 361 effective October 1, 2021, makes provision for remote teleconferencing participation
in public meetings by members of a Legislative Body without compliance with the provisions of
Government Code § 54953(b)(3), subject to the existence of certain conditions; and

WHEREAS, a required condition under Government Code § 54953(e) for its initial use is
that the meeting is held during a state of emergency that has been declared by the Governor
pursuant to Government Code § 8625, proclaiming the existence of conditions of disaster or of
extreme peril to the safety of persons and property within the state caused by conditions as
described in Government Code § 8558; and

WHEREAS, a proclamation is made when there is an actual incident, threat of disaster,
or extreme peril to the safety of persons and property within the jurisdictions that are within the
City’s boundaries, caused by natural, technological, or human-caused disasters

WHEREAS, a required condition under Government Code § 54953(e) for its initial use is
that state or local officials have imposed or recommended measures to promote social distancing,
or that the legislative body is meeting to determine or has previously determined that meeting in
person would present imminent risks to the health or safety of attendees; and

WHEREAS, starting in March 2020, in response to the spread of COVID-19 in the State
of California, the Governor proclaimed a state of emergency for the State of California and
thereafter issued a number of executive orders aimed at containing COVID-19; and
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WHEREAS, on March 19, 2020, the City Council adopted Resolution No. 23-20,
proclaiming and affirming the existence of a local emergency, and confirming and ratifying
proclamation by City’s Director of Emergency Services of Existence of a Local Emergency, in
response to COVID-19 (Coronavirus). The Legislative Bodies have since conducted meetings via
remote teleconferencing consistent with the declaration of local emergency and executive orders
issued by the Governor; and

WHEREAS, the executive orders issued by the Governor, among other things, for the
public health and safety waived requirements of the Brown Act expressly or impliedly requiring
the physical presence of members of the legislative body, the clerk or other personnel of the body,
or of the public as a condition of participation in or for the purpose of establishing a quorum for a
public meeting; and

WHEREAS, on June 11, 2021, the Governor issued Executive Order N-08-21, which
rescinded the modifications made by the aforementioned executive orders, effective September
30, 2021. On September 16, 2021, the Governor signed AB 361, creating a modified set of
provisions for local agencies for compliance with the Brown Act relative to remote meetings. AB
361 was made effective on October 1, 2021; and

WHEREAS, on October 26, 2021, the City Council adopted Resolution No. 70-21 making
findings related to the continued existence of a state of emergency due to COVID-19 and re-
authorizing for public health and safety the conduct of public meetings of City’s legislative bodies
via remote teleconferencing for an initial 30-day period pursuant to the Ralph M. Brown Act as
amended by Assembly Bill No. 361; and

WHEREAS, On November 9, 2021, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing for public
health and safety as authorized by AB 361, and upon making necessary findings, adopted
Resolution No. 78-21 authorizing such meetings for an additional thirty days; and

WHEREAS, On November 18, 2021, the City Council reviewed the need for continuing
the conduct of public meetings of City’s legislative bodies via remote teleconferencing for public
health and safety as authorized by AB 361, and upon making necessary findings, adopted
Resolution No. 81-21 authorizing such meetings for an additional thirty days; and

WHEREAS, On December 14, 2021, the City Council reviewed the need for continuing
the conduct of public meetings of City’s legislative bodies via remote teleconferencing for public
health and safety as authorized by AB 361, and upon making necessary findings, adopted
Resolution No. 84-21 authorizing such meetings for an additional thirty days; and

WHEREAS, On January 11, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing for public
health and safety as authorized by AB 361, and upon making necessary findings, adopted
Resolution No. 03-22 authorizing such meetings for an additional thirty days; and
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WHEREAS, On January 25, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing for public
health and safety as authorized by AB 361, and upon making necessary findings, adopted
Resolution No. 07-22 authorizing such meetings for an additional thirty days; and

WHEREAS, On February 22, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing for public
health and safety as authorized by AB 361, and upon making necessary findings, adopted
Resolution No. 16-22 authorizing such meetings for an additional thirty days; and

WHEREAS, On March 22, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing for public
health and safety as authorized by AB 361, and upon making necessary findings, adopted
Resolution No. 25-22 authorizing such meetings for an additional thirty days; and

WHEREAS, On April 12, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing (including
partially remote) for public health and safety as authorized by AB 361, and upon making
necessary findings, adopted Resolution No. 29-22 authorizing such meetings for an additional
thirty days; and

WHEREAS, On May 10, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing (including
partially remote) for public health and safety as authorized by AB 361, and upon making
necessary findings, adopted Resolution No. 40-22 authorizing such meetings for an additional
thirty days; and

WHEREAS, On May 24, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing (including
partially remote) for public health and safety as authorized by AB 361, and upon making
necessary findings, adopted Resolution No. 43-22 authorizing such meetings for an additional
thirty days; and

WHEREAS, On June 14, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing (including
partially remote) for public health and safety as authorized by AB 361, and upon making
necessary findings, adopted Resolution No. 50-22 authorizing such meetings for an additional
thirty days; and

WHEREAS, On June 28, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing (including
partially remote) for public health and safety as authorized by AB 361, and upon making
necessary findings, adopted Resolution No. 61-22 authorizing such meetings for an additional
thirty days, and by its own terms Resolution No. 61-22 expired on July 28, 2022; and
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WHEREAS, On August 9, 2022, the City Council adopted Resolution No. 72-22 making
findings related to the continued existence of a state of emergency due to COVID-19 and re-
authorizing for public health and safety the conduct of public meetings of City’s legislative bodies
via remote teleconferencing (including partially remote) for a 30-day period pursuant to the Ralph
M. Brown Act as amended by Assembly Bill No. 361; and

WHEREAS, On August 23, 2022, the City Council reviewed the need for continuing the
conduct of public meetings of City’s legislative bodies via remote teleconferencing (including
partially remote) for public health and safety as authorized by AB 361, and upon making
necessary findings, adopted Resolution No. 78-22 authorizing such meetings for an additional
thirty days; and

WHEREAS, the Governor’s proclaimed state of emergency and the City’s proclaimed local
emergency related to COVID-19 remain in effect and encompass the jurisdictional boundaries of
the City; and

WHEREAS, the California Department of Public Health continues to impose or
recommend measures to promote social distancing, and the Centers for Disease Control and
Prevention (“CDC”) continues to impose or recommend measures to promote social distancing;
and

WHEREAS, Government Code Section 54953(e)(3) requires that the City Council review
the need and make findings for continuing the conduct of public meetings of City’s legislative
bodies via remote teleconferencing as authorized by AB 361 at least once every thirty days until
the Governor terminates the state of emergency; and

WHEREAS, for the public health and safety the Council wishes to affirm the need and
findings necessary for continuing the conduct of public meetings of City’s legislative bodies via
remote teleconferencing as authorized by AB 361; and

WHEREAS, the City Council does hereby intend that, as a consequence of the persisting
state of emergency and the imposed or recommended social distancing measures, the Legislative
Bodies shall be authorized to conduct their meetings without compliance with paragraph (3) of
subdivision (b) of Government Code § 54953, as authorized by subdivision (e) of Government
Code § 54953, and that the Legislative Bodies shall comply with the requirements to provide the
public with access to the meetings as prescribed in paragraph (2) of subdivision (e) of Government
Code § 54953; and

WHEREAS, consistent with AB 361, during the effectiveness of this Resolution, the
Legislative Bodies meeting pursuant to the requirements of Government Code § 54953(e)(2) and
their staff will give notice of the manner by which members of the public may access the
Legislative Bodies’ meetings and offer public comment; identify and include an opportunity for all
persons to attend via a call-in option or an internet-based service option; and allow members of
the public to access the meeting, and the agenda shall include an opportunity for members of the
public to address the Legislative Body directly.
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NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF MORRO BAY,
CALIFORNIA, DOES HEREBY RESOLVE, DECLARE, DETERMINE AND ORDER AS
FOLLOWS:

SECTION 1. The foregoing recitals are true and correct and are incorporated herein by
reference.

SECTION 2. The City Council hereby acknowledges and affirms the continued
effectiveness of the Governor’s proclaimed state of emergency and the City’s proclaimed local
emergency (as may have been amended since their initial proclamation) which encompass their
jurisdictional boundaries.

SECTION 3. The City Council finds as follows: 1) they have reconsidered the
circumstances of the state of emergency; 2) the state of emergency remains active within their
jurisdictional boundaries; 3) the state of emergency continues to directly impact the ability of the
City Council, the City’s Legislative Bodies, City staff and the public to meet safely in person; and
4) State officials continue to impose or recommend measures to promote social distancing.

SECTION 4. The Legislative Bodies and staff are hereby authorized and directed to take
all actions necessary to carry out the intent and purpose of this Resolution, including conducting
all open and public meetings of the Legislative Bodies in accordance with Government Code §
54953(e) and other applicable provisions of the Brown Act.

SECTION 5. This Resolution shall take effect immediately upon its adoption by the City
Council and shall be effective for until the earlier of (i) October 13, 2022, or (ii) such time as the
City Council adopts a subsequent resolution in accordance with Government Code § 54953(¢e)(3)
to extend the time during which the Legislative Bodies may continue to teleconference without
compliance with paragraph (3) of subdivision (b) of Government Code § 54953.

SECTION 6. Should any provision, section, paragraph, sentence or word of this
Resolution be rendered or declared invalid by any final court action in a court of competent
jurisdiction or by reason of any preemptive legislation, the remaining provisions, sections,
paragraphs, sentences or words of this Resolution as hereby adopted shall remain in full force
and effect.

I
i
I
I
I

I
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SECTION 7. The City Clerk shall certify to the adoption of this Resolution and enter it into
the book of original Resolutions.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a regular meeting
thereof held on the 13th day of September 2022 by the following vote:

AYES:
NOES:
ABSENT:

JOHN HEADDING, Mayor
ATTEST:

DANA SWANSON, City Clerk
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AGENDA NO: A-2

MEETING DATE: September 13, 2022

Staff Report

TO: Honorable Mayor and City Council DATE: September 6, 2022

FROM: Eric Riddiough, PE — City Engineer

SUBJECT: Award of Bid — Project No. MB2021-ST01, Pavement Management Project FY
21/22

RECOMMENDATION

Staff recommends the City Council adopt Resolution No. 84-22 approving an agreement with Papich
Construction Company, Inc., for Project No. MB2021-ST01, Pavement Management Project FY 21/22
in an amount not to exceed $1,339,710, and approve a total FY 2021-22 Pavement Management
Project Budget of $1,414,600, and direct staff to return with a Midyear Budget Amendment to transfer
$350,000 from the FY 2022-23 Pavement Management Project to the FY 2021-22 project budget. All
agreements implementing such project work shall be processed and based on the review of the City
Attorneys’ Office to be in form and substance acceptable to City staff and legal counsel.

ALTERNATIVE
The recommended action is to award the base bid of $1,006,999 and additive alternates 1, 2, and 3 and
5 percent contingency for a total contract amount of $1,339,710.

One alternative to the recommended action is to only award an agreement on the base bid of $1,006,999
and defer the additive alternates for a future project. Staff does not recommend this alternative due to
the favorable pricing received on the base bid along with the alternates from the low bidder.

A second alternative to the recommended action is to reject all bids and take other action as City Council
deems appropriate. Staff does not recommend this due to the favorable pricing of the low bid, which is
approximately 19 percent under the Engineer’s Estimate ($1,244,883.72) for the base bid and 10 percent
under the Engineer’s Estimate for the total of the base bid plus the three alternates ($1,423,719.31).

DISCUSSION

A report of the bids received, summarizing the detailed proposal of each of the bidders, can be found in
Attachment 2, and the summary of bid alternates plus base bid can be found in Attachment 3. The
low bid received is responsive to the City’s Invitation to Bid, and the low bidder is well regarded as
having successfully completed similar public works projects in the recent past. Even though the total
of the alternates exceeds the engineering estimate for the alternates, the total project of the base bid
plus the alternates is 10 percent lower than the estimate.

PROJECT DATA

Low Bid: $1,006,999.00
High Bid: $1,651,215.50
No. Bids Received: 3

Engineer’s Estimate: $1,244,883.72

Prepared By: ___ER

Dept Review: __ GK__

City Manager Review: __SC__ City Attorney Review: LNL___
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Bid Opening: 2:00 p.m. on 08/18/2022
Contract Time Allowed: 60 WORKING DAYS

Subcontractors for this project are as listed:

Company name City, State
Chrisp Company Bloomington, CA

This project consists of providing all tools, materials, labor, equipment, and incidentals necessary for the
removal or “dig-out” of failed, localized pavement areas and replacement with asphalt materials in
roadways denoted on the plans and as described in the specifications. All utilities will be protected in
place or adjusted and returned to their prior condition. The work will also include traffic control, removal
and reinstallation of traffic striping and pavement markings, public notifications, and all work necessary
to render the infrastructure/facility complete and operational, as shown on the plans and specifications
for the project.

The last pavement project performed by the City was in 2019 prior to the pandemic. Since then, the
City’s pavement condition index (PCIl) has dropped from 66 to 63 and is at risk of continued decline
without substantial investment into pavement preservation. This arterial and collector dig-out project is
Phase 1 of a necessary “stop gap” to save some of the City’s highest volume streets from full structural
failure. Later in the fiscal year, Phase 2 of this project (FY 22/23 Pavement Management Project) will
apply a surface seal on the same streets to protect the surface and give added life to the repaired
pavement.

A complete list and map of street sections in Phase 1 are shown in Attachment 2.

FISCAL IMPACT

Funds for this project were budgeted in a capital project account in FY 21/22 totaling $1,064,600 from
the Road Maintenance & Rehabilitation Allocation SB-1 account and Measure Q & E. These funds have
been carried over for use in FY 22/23. Staff recommends transferring $350,000 of budgeted funds for
the FY 22/23 Pavement Management Project forward to the FY 21/22 Pavement Management Project
to enable completion of Bid Alternates 1, 2, and 3 since favorable pricing was obtained in relation to
the total engineering estimate for necessary work. This change would be brought back to the City Council
for mid-cycle budget adjustment once approved. With the transfer of the $350,000 to the FY21/22
project, the remaining project budget for the FY 2022-23 Pavement Management would be
$1,387,846, which would be bid and awarded under a separate contract and scope of work as Phase
2.

Available Budget Account Amount
RMRA SB-1 Gas Tax & Measure Q & E (FY 21/22) $ 1,064,600.00
Measure Q & E (FY 22/23)
$ 350,000.00
$1,414,600.00
Estimated Expenditures Amount
Award (Base Bid plus Alternates 1, 2, and 3) $ 1,275,914.00
Contingency (5%) $ 63,795.70
Construction Management, Inspection, and Testing $ 74,890.30

Total Expenditures Authorized by Council for Project $ 1,414,600.00

2
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IMPACT TO THE COMMUNITY

This Pavement Management Project will benefit the community by maintaining City streets and
minimizing further severe deterioration of several of the City’s arterials and collectors. The continued
application of pavement management helps to reduce the life-cycle cost of the City’s street system for
best utilization of funds.

Motorists, cyclists, and the walking public may experience inconveniences during the project’s
construction due to temporary closures of streets, traffic lanes, sidewalks, the presence of the
construction equipment, and traffic control efforts. Project rollout will include public notification, such as
newspaper advertisement, door hangers in residential neighborhoods, and temporary "No Parking" signs
as applicable.

These efforts are intended to allow residents to prepare for the project impacts by adjusting their
schedules and following different travel routes during pavement construction work. After the pavement
areas have been completed, they may be closed off to traffic for a short period of time and will be
reopened when the areas are safe and able to accept traffic loadings without being tracked by tires.
Motorists are advised to reduce speeds in newly paved areas as loose material may be present due to
construction activity. The contractor will have routine sweeping equipment working during the course of
the project to collect loose material left behind as a result of construction activities.

ATTACHMENTS
1. Resolution No. 84-22
2. Bid Results Form
3. Additive Alternates Summary
4. Project Plan

3
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RESOLUTION NO. 84-22

A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
APPROVING AN AGREEMENT WITH PAPICH CONSTRUCTION COMPANY, INC., FOR
PROJECT NO. MB2021-ST01, PAVEMENT MANAGEMENT PROJECT FY 21/22

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City of Morro Bay formally advertised for Project No. MB2021-STO01,
Pavement Management Project FY 21/22; and

WHEREAS, the Notice Inviting Bids was published and posted in compliance with applicable
sections of the Public Contract Code; and

WHEREAS, bids were publicly opened at 2:00 p.m. on August 18, 2022, in the City Hall
Conference Room; and

WHEREAS, the City received three bids and the low bid was found to be responsive, and to
include all required documentation, bid bonds, and signatures; and

WHEREAS, the total of the base bid plus alternates was found to be significantly under
the Engineer’s Estimate for the project; and

WHEREAS, sufficient funds for this budgeted project are located in the accounts titled
“RMRA SB-1 Gas Tax”, and “Measure Q & E.”

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro Bay,
California,

1. The City Manager, or designee, is hereby authorized and directed to execute for and on
behalf of the City of Morro Bay, a public works agreement with Papich Construction
Company, Inc., for Project No. MB2021-ST01, Pavement Management Project FY 21/22
in the amount $1,339,710; and

2. The award of said bid and approval of said agreement are conditional upon execution of
the agreement by the successful bidder in the form and upon the terms set forth therein
by the City. All agreements implementing such project work shall be processed and based
on the review of the City Attorneys’ Office to be in form and substance acceptable to City
staff and legal counsel; and

3. The City Manager, or designee, is hereby authorized and directed to designate funds from
the available budgeted accounts identified in the Staff Report for this approved project in
the total amount of $1,414,600.00; and

4, The City Manager, or designee, is hereby authorized as the duly authorized representative
to approve changes to the contract including Contract Change Orders so long as
expenditures do not exceed funding approved for the project; and

1

I

1

1
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5. The City Clerk is hereby authorized to make minor changes herein to address clerical
errors, so long as substantial conformance of the intent of this document is maintained. In
doing so, the City Clerk shall consult with the City Manager and City Attorney concerning
any changes deemed necessary.

PASSED AND ADOPTED by the City Council of the City of Morro Bay, California, at a
regular meeting held on the 13" day of September 2022, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

JOHN HEADDING, Mayor
ATTEST:

DANA SWANSON, City Clerk
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DETAILED BID RESULTS CITY OF MORRO BAY
E-MAIL: eriddiough@morrobayca.gov

PROJECT: PAVEMENT MANAGEMENT PROJECT FY 21/22
BID NO.: MB2021-ST01
BID OPENING DATE: 08/18/2022

$ 1,006,999.00]

| $ 1,188,984.00]

$ 1,651,215.50]

Papich Construction Company, Inc.

Souza Construction, Inc.

CalPortland Construction

398 Sunrise Terrace

P.O. Box 3810

1625 E. Donovan Road

Arroyo Grande, CA 93420

San Luis Obispo, CA 93403

Santa Maria, CA 93454

DESCRIPTION ESTIMATED ENGINEER'S ESTIMATE
QUANTITY Lic. # 767055 Lic. #479476 Lic. # 523019
UNIT PRICE ESTIMATED TOTAL UNIT TOTAL COST UNIT ESTIMATED UNIT ESTIMATED
PRICE PRICE TOTAL PRICE TOTAL
ITEM# BASE BID ITEMS QUANTITY UNIT
1|Mobilization, Bonds & Insurance 1 Ls $ 97,819.65 | § 97,819.65 | $ 99,889.73 | $ 99,889.73 | $ 23,000.00 | $ 23,000.00 | $ 40,000.00 | $ 40,000.00
2|Notifications of Residents, Businesses & Agencies 1 Ls $ 4,118.72 | $ 411872 $ 3,000.00 | § 3,000.00 [ § 4,500.00 | $ 4,500.00 | $ 850.00 | $ 850.00
3| Traffic Control 1 Ls $ 9267125 $ 92,671.25 | $ 40,000.00 | $ 40,000.00 | $ 63,550.00 | $ 63,550.00 | $ 229,000.00 | $ 229,000.00
4|Storm Water Pollution Control Program 1 Ls $ 20,59361 | $ 20,593.61 | $ 5,970.00 [ § 5,970.00 [ § 9,450.00 | $ 9,450.00 [ § 7,300.00 | $ 7,300.00
5|Install Shoulder Backing 42 LF $ 25.00 | $ 1,050.00 | $ 75.00 | $ 3,150.00 | $ 1070 | $ 449.40 | § 97.00 | $ 4,074.00
6[Remove & Replace 6" HMA 108,781 SF $ 875|% 951,833.75 | $ 77 |8 779,959.77 | $ 9.00 | $ 979,029.00 | $ 1150 | $ 1,250,981.50
7|Prune & Remove Tree Roots 697 SF $ 12.00 | $ 8,364.00 | $ 2.00|$ 1,394.00 [ $ 4.40 | $ 3,066.80 | $ 16.50 | $ 11,500.50
8|Lower & Adjust Manhole Cover to Finish Grade 9 EA $ 1,000.00 | $ 9,000.00 | $ 1,690.00 | $ 15,210.00 | $ 1,500.00 | $ 13,500.00 | $ 1,850.00 | $ 16,650.00
9|Lower & Adjust Water Valve Cover to Finish Grade 9 EA $ 1,000.00 [ $ 9,000.00 | $ 1,320.00 [ $ 11,880.00 | § 1,230.00 | $ 11,070.00 | $ 1,300.00 | $ 11,700.00
10|Lower & Adjust Monument Cover to Finish Grade 1 EA $ 1,000.00 | $ 1,000.00 | $ 1,320.00 | $ 1,320.00 | $ 1,230.00 | $ 1,230.00 | $ 1,300.00 | $ 1,300.00
11]6" Deep Lift Stabilization (Allowance) 5,439 SF $ 725($ 39,432.75 | § 350[$ 19,036.50 | $ 920 | $ 50,038.80 | § 950 [ $ 51,670.50
12|Replacing Affected Striping and Pavement Markings 1 Ls $ 10,000.00 | $ 10,000.00 | $ 26,189.00 | $ 26,189.00 | $ 30,100.00 | $ 30,100.00 | $ 26,189.00 | $ 26,189.00
TOTAL BASE BID: $ 1,244,883.72 $ 1,006,999.00 $ 1,188,984.00 $ 1,651,215.50
|
LOW BIDDER'S LISTED SUBCONTRACTORS OTHER BIDS
The Chrisp Company (Bloomington, CA) Striping and Pavement Markings N/A

CC_2022-09-13 Meeting Page 20 of 165




ADDITIVE ALTERNATES SUMMARY
(Not Used for Selection of Low Bidder)

PROJECT: PAVEMENT MANAGEMENT PROJECT FY 21/22
BID NO.: MB2021-ST01
BID OPENING DATE: 08/18/2022

Papich Construction Company, Inc.

398 Sunrise Terrace

Arroyo Grande, CA 93420

DESCRIPTION ESTIMATED ENGINEER'S ESTIMATE Lic. # 767055
QUANTITY
UNIT PRICE ESTIMATED UNIT TOTAL COST
TOTAL PRICE
ITEN BID [TEMS QUANTITY [ UNIT

ALTERNATE 1
1|Mobilization, Bonds & Insurance 1 LS $ 2,862.78 | $ 2,862.78 | $ 7,100.00 | $ 7,100.00
2|Notification of Residents, Businesses & Agencies 1 LS $ 12054 | $ 12054 | $ 1,500.00 | $ 1,500.00
3| Traffic Control 1 LS $ 271211 | $ 271211 | $ 10,000.00 | $ 10,000.00
4|Storm Water Pollution Control Program 1 LS $ 60269 | $ 602.69 | $ 750.00 | $ 750.00
5|Remove & Replace 6" HMA 3,307 SF $ 8751% 28,936.25 | $ 14.00 | $ 46,298.00
616" Deep Lift Stabilization (Allowance) 165 SF $ 725|% 1,196.25 | $ 350 % 577.50
7|Replacing Affected Striping and Pavement Markings 1 LS $ 2001|$% 200 $ 3,740.00 | $ 3,740.00

ALTERNATE 2
1|Mobilization, Bonds & Insurance 1 LS $ 5,978.66 | $ 5,978.66 | $ 10,800.00 | $ 10,800.00
2|Notification of Residents, Businesses & Agencies 1 LS $ 25173 | $ 25173 | $ 1,500.00 | $ 1,500.00
3| Traffic Control 1 LS $ 5,663.99 | $ 5,663.99 | $ 21,500.00 | $ 21,500.00
4|Storm Water Pollution Control Program 1 LS $ 1,258.67 | $ 1,258.67 | $ 750.00 | $ 750.00
5|Remove & Replace 6" HMA 6,138 SF $ 8751% 53,707.50 | $ 10.00 | $ 61,380.00
6|Lower & Adjust Manhole Cover to Finish Grade 4 EA $ 1,000.00 | $ 4,000.00 | $ 1,690.00 | $ 6,760.00
7|Lower & Adjust Water Valve Cover to Finish Grade 2 EA $ 1,000.00 | $ 2,000.00 | $ 1,320.00 | $ 2,640.00
816" Deep Lift Stabilization (Allowance) 307 SF $ 725|% 2,225751 % 350 % 1,074.50
9|Replacing Affected Striping and Pavement Markings 1 LS $ 1,000.00 | $ 1,000.00 | $ 3,740.00 | $ 3,740.00

ALTERNATE 3
1|Mobilization, Bonds & Insurance 1 LS $ 521099 | $ 521099 | $ 9,000.00 | $ 9,000.00
2|Notification of Residents, Businesses & Agencies 1 LS $ 219411 $ 219411 $ 1,500.00 | $ 1,500.00
3| Traffic Control 1 LS $ 4,936.73 | $ 4,936.73 | $ 9,000.00 | $ 9,000.00
4|Storm Water Pollution Control Program 1 LS $ 1,097.05 | $ 1,097.05 | $ 750.00 | $ 750.00
5|Remove & Replace 6" HMA 5,800 SF $ 8751% 50,750.00 | $ 11.00 | $ 63,800.00
616" Deep Lift Stabilization (Allowance) 290 SF $ 725|% 2,102.50 | $ 350 % 1,015.00
7|Replacing Affected Striping and Pavement Markings 1 LS $ 2,000.00 | $ 2,000.00 | $ 3,740.00 | $ 3,740.00
TOTAL ALL ALTERNATES: $ 178,835.58 $ 268,915.00
BASE BID: $ 1,244,883.72 $ 1,006,999.00
TOTAL BASE BID + ALTERNATES: $ 1,423,719.31 $ 1,275,914.00
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AGENDA NO: A-3
MEETING DATE: September 13, 2022
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Staff Report

TO: Honorable Mayor and City Council DATE: August 9, 2022
FROM: Gregory Kwolek, Public Works Director

SUBJECT: Ratification of Staff Decision to Allow Change in Subcontractor for Water
Tank Rehabilitation Project

RECOMMENDATION
Staff recommends the City Council ratify City staff’'s decision to allow for a change in subcontractor
to the contract with Superior Tank Solutions (STS) for the Water Tank Rehabilitation Project.

ALTERNATIVE
The Council may choose not to ratify staff’'s decision and direct staff accordingly.

FISCAL IMPACT

There is no fiscal impact associated with ratification or with staff's decision to allow for a change
in subcontract to the City’s contract with STS. This project has already been budgeted for and
approved, and this change represents no change in budget or cost.

BACKGROUND/DISCUSSION

On November 9, 2021, the City Council authorized the City Manager to execute a contract with
STS for recoating and rehabilitation of the Kings and Blanca Water Storage Tanks (Water Tank
Rehabilitation). The construction phase of this project began in March and work is approximately
40% complete.

Recently, Brand Safeway, subcontractor to STS, informed STS they would no longer be able to
perform the work due to a shift in direction of the company, which has just been bought out by a
larger firm. This subcontractor was responsible for removal and reapplication of the tank coatings.
STS responded quickly by securing another subcontractor, DI Industrial Coatings, to perform the
same work at the same cost. This change requires City approval, which public works staff
provided for sake of expediency. Had City staff not given approval to STS on this change, the
project would have been delayed, costs to perform the work would have risen, and key
components of the project would not have been completed by November, which is when the City’s
main source of water supply, State Water, shuts down.

Public Contract Code Section 4107(b) states: “A prime contractor whose bid is accepted may not:
... (b) Permit a subcontract to be voluntarily assigned or transferred or allow it to be performed by
anyone other than the original subcontractor listed in the original bid, without the consent of the

Prepared By: GK Dept Review: GK

City Manager Review: _ SC____ City Attorney Review: LNL_
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awarding authority, or its duly authorized officer.” City staff fully believes it already has the
authority to approve these kinds of minor changes.

However, in the future staff will make it a practice to request formal designation of a duly
authorized representative during contract award to make these types of decisions without the
need to seek approval from City Council.

CONCLUSION
City staff approved a change in subcontractor to the City’s contract with Superior Tank Solutions.
Staff recommends the City Council ratify City staff's decision to approve this change.

ATTACHMENT
None

2
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AGENDA NO: A-4
MEETING DATE: September 13, 2022

A PROCLAMATION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA,
DECLARING SEPTEMBER 18 — SEPTEMBER 24, 2022, AS
THE 20™ ANNUAL SEA OTTER AWARENESS WEEK

CITY COUNCIL
City of Morro Bay, California

WHEREAS, the sea otter is a symbol of wildness, an integral part of California’s natural
ecosystem and serves as an indicator for the overall health of California’s nearshore marine
environment; and

WHEREAS, disease from a variety of sources accounts for a significant amount of the
mortality of California sea otters in a given year; and

WHEREAS, the survival of the sea otter remains dependent upon continued public
support and increased understanding of sea otters as a keystone species; and

WHEREAS, awareness of the benefits of maintaining the health of the nearshore marine
environment has raised public awareness in the sea otter; and

WHEREAS, increased human viewing and other interactions with sea otters can have a
detrimental effect on sea otter health; and

WHEREAS, through educational outreach, guidance, and monitoring of the sea otter in
our waters from the Monterey Bay Aquarium, California Department of Fish and Wildlife,
Defenders of Wildlife, US Fish and Wildlife Service, California State Parks’ Sea Life Stewards and
Sea Otter Savvy, greater public awareness has been brought to the plight of the sea otter; and

WHEREAS, the City of Morro Bay is grateful for those volunteers, educators, and
scientists who give their time so freely in order to increase public awareness and understanding
of sea otter importance and issues.

NOW, THEREFORE, BE IT RESOLVED, that the Morro Bay City Council does hereby
proclaim September 18 — September 24, 2022, to be the 20" Annual “Sea Otter Awareness
Week.”

IN WITNESS WHEREOF | have hereunto
set my hand and caused the seal of the City
of Morro Bay to be affixed this 13th day of
September, 2022

John Headding, Mayor
City of Morro Bay, California
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Staff Report
TO: Honorable Mayor and City Council DATE: September 6, 2022
FROM: Eric Riddiough, P.E. — City Engineer

SUBJECT: Pavement Management Update 2022

RECOMMENDATION

Staff recommends the City Council receive and file an update and a presentation on pavement
management, roadway condition, and maintenance programs and strategies and provide direction,
as deemed appropriate.

ALTERNATIVE
None.

FISCAL IMPACT
There is no fiscal impact resulting from the pavement management update.

BACKGROUND

Pavement Engineering, Inc., the City’s pavement management consultant, recently evaluated and
rated all 53.5 centerline miles (106.8 lane miles) of Morro Bay’s asphalt concrete roadways. The
evaluation resulted in a street-by-street condition rating that has now been uploaded into the City’s
pavement management system, StreetSaver. These condition assessments allow staff to
recommend resource allocation for street maintenance efforts in a way that most effectively extends
the useful life of City infrastructure within the context of limited available funding.

The updated overall Pavement Condition Index (PCI) for the City is 63 and was completed in July of
2022. The current PCI represents a three-point drop from 66, since the last field ratings performed in
January of 2020 and is considered “At-Risk” within the 0-100 rating scale. The City’s streets are
currently valued at over $161 Million in replacement cost.

Annual expenditures on pavement preservation do not meet the level needed to stabilize and maintain
pavement condition. StreetSaver estimates, based upon recent ratings and deterioration trends, the
current overall PCI rating will drop by approximately one point per year over the next five years
assuming current funding levels. However, this drop in PCI will accelerate in future years as costs to
repair further deteriorated road compound over time. In addition, the StreetSaver budgeting tools
show the City must expend $2.8 Million per year to maintain the current PCI of 63. Over the past five
years, the City has allocated on average $750,000 per year for pavement management projects.

The City currently receives funding from two consistent sources for pavement preservation, which
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include California Senate Bill 1 (SB-1) Road Maintenance and Rehabilitation Account (RMRA) Gas Tax,
and the City’s Measure Q&E. Prior to FY 21/22, budgeted funds for pavement management were
between $500,000 - $800,000 per year. The budget for the FY 22/23 has increased with $1.7 Million
allocated for use on pavement projects, in part due to the ability to allocate prior year operating surplus
to the project. Even if the City were able to maintain that increased investment of $1.7 Million annually
into its road network, which would be challenging given other capital needs and rising pension costs,
the needs analysis generated by the City’s pavement management system shows with updated cost
models there would be an additional funding shortfall of $1.1 Million annually to keep the PCI constant
without further decline. In other words, annual funding of approximately $2.8 Million would be required
to maintain the City’s current PCI.

DISCUSSION

Staff recommends the continued use of a multi-pronged approach to address the issue of declining
pavement condition: pavement preservation and innovation, upgraded standards, development
conditions, and alternative funding exploration. All these strategies will continue to be used in light of the
continued funding shortfall.

Pavement Preservation and Innovation

The City has been innovative in exploring and using new surface treatments and thin overlays for
extending pavement life, especially for older roadways that have lower PCI ratings. The City has in the
past performed multi-layer treatments on roadways with low PCI that are still somewhat structurally
adequate. These triple cape and chip seals have had some success in stabilizing deteriorated areas and
improving the PCI of the road in some cases, but there are many roads in town where subgrade failure
is prevalent, and expensive reconstruction is likely the only option.

Stop-gap treatment projects such as the upcoming FY21-22 Pavement Management Project, which
solely consists of arterial digouts, are lower cost strategies to address the failed roadway areas.
However, digout projects must be followed up with surface seal treatments over the entire roadway in
order to extend pavement life of the entire roadway. This strategy is not always the most effective,
especially when pavement age exceeds 15 years, but is nevertheless common in many cities where
funds are limited. Staff continues to explore other surface treatments and thin overlays to augment its
toolbelt of treatments options.

Upgraded Standards

Many of the City’s busiest arterial and collector roadways are experiencing severe load-related failures
due to outdated structural pavement standards. With the increase in the number of trucks on the road,
including shipped deliveries and service vehicles (garbage, recycling, etc.), especially on residential
streets, roadways are showing signs of failure sooner than in the past.

The City maintains a book of standard plans that directs design, material, and quality control
requirements for construction in the public right-of-way. These standards include water, sewer,
landscaping, roadway, roads, and other categories. Many of these standards are outdated and are not
consistent with current pavement design requirements for roadways. Regular updates to pavement
standards can extend the service life of roadways and reduce long-term maintenance costs. Staff plans
to update these engineering standards in the coming months.

Development Conditions
The Morro Bay Municipal Code requires many private developments to install public improvements to
updated standards established and adopted by the City along the frontage of these developments. When
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existing roadways require an upgrade adjacent to a development, conditions of approval are prepared
to define the size and scope of the repair and reviewed with the Community Development Department
and the City Attorney’s office to verify nexus and proportionality to the project. When applicable, the
Public Works Department will require frontage improvements when roadways do not meet current city
standards.

Alternative Funding

With a $2.8 Million annual budget needed to stabilize the City’s falling PCI, and additional funding
required to significantly improve PCI, consistent funding sources are the biggest challenge and
opportunity for impact. Staff continues to monitor progress on federal infrastructure bills and other grants
that come available as well as looking at wholistic projects such as replacement of utility lines and
installation of concrete facilities for opportunities to restore complete pavement areas affected by the
construction.

CONCLUSION

Collectively, by using innovative pavement preservation techniques, regular updates to roadway
standards, and appropriate application of street upgrades adjacent to the development, the City is using
all available tools to address pavement deterioration. If the City receives additional infrastructure funding,
then arterials and higher-volume roadways with deferred maintenance needs will be prioritized.

ATTACHMENTS
1. Executive Summary of 2022 Pavement Management Program Update Draft Report
2. PowerPoint Presentation
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ATTACHMENT 1

Executive Summary of 2022 Pavement Management Program Update Draft Report

Full 2022 Pavement Management Program Update Draft Report can be found at the following
link:

http://www.morrobayca.gov/2022PMPUpdate
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" Fl Pavement Engineering Inc.

EXECUTIVE SUMMARY

The City of Morro Bay currently maintains approximately 53.5 centerline miles of roads
representing 8,680,410 square feet of pavement with a replacement value of
approximately $160,947,000 as calculated by the Metropolitan Transportation
Commission's (MTC) StreetSaver® Program.

Pavement Engineering Inc. (PEI) updated all the streets in the City’s Pavement
Management Program, using StreetSaver®. The purpose of a Pavement Management
Program is to track inventory, store work history and furnish budget estimates to optimize
funding for improving the City’s pavement system.

INTRODUCTION
A Pavement Management Program has several distinctive uses:

e As a budgeting tool, a Pavement Management Program uses treatment costs that
are based on recently bid projects, by the participating agency, so that budgets
reflect historical costs for the area.

e As aninventory tool, a Pavement Management Program provides a quick and easy
reference for pavement areas and use.

e As apavement condition record, a Pavement Management Program provides age,
load-related, non-load related and climate-related pavement condition and
deterioration information. The Pavement Management Program uses pavement
deterioration curves, based on nationwide research, which allow the program to
predict a pavement’s future condition.

A Pavement Management Program is not capable of providing detailed engineering
designs for a street. The Pavement Management Program instead helps the user identify
candidate streets for potential repair and maintenance. Project level pavement analysis
and engineering is an essential feature of future pavement maintenance and rehabilitation
projects. Additional investigation, or project level analysis, can optimize the City’s
pavement management dollars. Project level engineering examines the pavements in
significantly more detail than the visual evaluation required for the Pavement
Management Program Update and optimizes designs for all of the peculiar constraints of
a set of project streets.
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WORK PERFORMED
Pavement Distress Survey and Database Update

For this update, PEI performed inspections on approximately 53.5 centerline miles of
road. Field inspections were completed in June 2022.

PEI measured the following distress types as part of our review: alligator cracking
(fatigue), block cracking, distortions, longitudinal & transverse cracking, patching & utility
cut patching, rutting / depressions, weathering, and raveling. All the collected data was
entered into the City’s StreetSaver® database.

As part of our field review, all the streets were measured to confirm lengths and widths.
Lengths were measured using a vehicle-mounted electronic measuring device and widths
were measured using a hand-held measuring wheel. Measurement discrepancies were
tabulated and reviewed with the City to determine if corrections were needed.

PEI performed a quality control (QC) check on our work. PEI's QC check consists of
performing a field review of any street segment where the Pavement Condition Index
(PCI) showed a decrease of 3 or more points per year, or an increase of 1 PCI without a
documented Maintenance and Rehabilitation (M&R) treatment, when compared to the
last inspection for the same road segment in the StreetSaver® database. Each segment
in the QC process was visually reviewed to determine if the StreetSaver® calculated PCI
was representative of the observed overall pavement condition for that road segment.
Variations found were re-inspected by the Project Manager, and the segments’ PCl was
recalculated.

FINDINGS

The updated Pavement Management Program showed that the City's overall average
PCl is 63.

The breakdown by functional classification is as follows:

Functional | Centerline FENIIE L Percent of
e . Lane Miles Area Average PCI
Classification Miles System
(sq. ft.)
Arterial 6.95 13.90 1,400,060 16.13% 65
Collector 12.13 24.26 2,226,465 25.65% 62
Residential 34.43 68.64 5,053,885 58.22%

53.51 106.80 | 8680410 | 100.00% _
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The pie graph below shows the percentage of each functional classification, by area.

Residentials
5,053,885
58.2%

Collectors
2,226,465
25.6%

Arterials
1,400,060
16.1%

The bar graph below shows the City’s street system broken down into 10-point PCI
ranges.

Total System by Functional Class by PCI

3,500,000 35.86% mArterials
3,000,000 ECollectors
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g
= 2,000,000
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Pt 16.56%
2 1,500,000
<
1,000,000 8.79%
6.00%
5.27% > 58%
. 0
500,000 - 224,327 0.25% 0.04%
457,350 2,139,453 3,113,215 1,437,125 763,175 550799 - 21,465 3,510
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The breakdown by Condition Category and corresponding PCI range is shown below:

Condition Category Breakdown

PCIRange | %of System | Area(SaFy) | oy "

Excellent 100-91 0.00% 0.00
Good 90-71 29.92% 2,596,803 16.33
Fair 70-51 52.42% 4,550,340 27.21
Poor 50-31 14.79% 1,283,965 8.07
Failed 30-0 2.87% 249,302 1.90

The analysis shows that 82.3% of the City's pavement are in Good to Fair condition, and
17.7% are in Poor to Failed Condition. Details of each street segment are provided in
Section IV: Reference Reports.

BUDGET ANALYSIS

StreetSaver® uses a decision tree to model the decision-making process that agencies
follow to select a maintenance or rehabilitation strategy. The decision tree contains
"branches" for each functional classification, surface type and condition category.
Jurisdictions can outline their maintenance and rehabilitation strategy by choosing a
treatment for each branch.

The treatments listed in the decision tree are generalized to provide a range of treatments.
Typical treatments within each generalized treatment range are listed below. The exact
treatment would need to be determined during the design phase of the project.

StreetSaver® assigns a treatment action and estimated cost to each street segment
based on the pavement's current PCI.
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Treatment Category Typical Treatment

e Slurry Seal or Micro-Surface
e Fog Seal or Scrub Seal
e Chip Seal, Cape Seal

Light Maintenance

Heavy Maintenance e Slurry Seal or Micro-Surface with Digouts
e Thin Maintenance Overlay (TMO)
Light Rehab. e Overlay (2” and under) or Thin Mill and Fill

e Overlay (greater than 2”) or Thick Mill and Fill
e Cold-In-Place Recycling

e Full Depth Reclamation

e Pulverize and Resurfacing

Heavy Rehab.

Reconstruct e Full Section Reconstruction

Decision Tree Unit Prices

As a minimum, recent bid tabulations should be used to determine the appropriate unit
costs. Further, the unit costs should account for other costs such as design, construction
management, contingencies or other related construction costs (ADA ramps, curb &
gutters, striping etc.) to form a comprehensive unit cost for the selected treatments.

To account for potential ADA Curb Ramp repairs that may be triggered by applying a
maintenance or rehabilitation treatment to a street section, the unit costs include a 30%
increase for the Arterials, a 20% increase for the Collectors, and a 5% increase for
Residentials. The unit costs also include a 15% allowance to account for “Soft Costs”. As
well as a 10% contingency. These prices are in today’s dollars (2022) and do not account
for inflation.

For the City of Morro Bay, the unit costs on the following table were used:

Cost/ Sq Yd
Crack Seal (s3/LF) $1.56 $1.25 $1.25
Light Maintenance $5.63 $4.50 $4.50
Heavy Maintenance $20.93 $16.31 $14.63
Light Rehab $59.29 $52.20 $43.88
Heavy Rehab $90.68 $78.30 $70.20
Reconstruct $226.69 $182.70 $143.33
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For this update, PEI analyzed several scenarios, which are summarized below:
Budget Scenario Projections

PEI generated Six (6) scenario projections which are represented graphically below:

Scenario Projections

85 == (S1) System Needs
$22.6M/Yr 1,
$1.2M/Yr 2-5 Avg.

SN —e—(S2) Reach 70
— t\‘_ and Maintain
75 75 $10.8M/Yr 1,
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// Avg. $4.9M/Yr
N a— o Agsoemve
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(S5) Current Budget
\+\ Avg. $1.7M/Yr

> _TL\

452 —4=(S6) Zero Budget

50 } } } } } i

2022 2023 2024 2025 2026 2027
Year

A summary of each of the scenario projections are as follows:

Scenario 1: Unconstrained Budget/ System Needs Analysis.
($22.6M for Year 1, $1.2M/Yr. Avg. for Years 2-5.)

Scenario 2: Amount of funding needed to Reach a Network Average PCI of 70 in
Year 1, then Maintain 70 PCI through Year 5.
($10.8M Year 1, $3.3M/Yr Avg. for Years 2-5.)

Scenario 3: Amount of funding needed to Reach a Network Average PCI of 70 in 5
years. ($4.9M/Yr. Avg.)

Scenario 4. Amount of funding needed to Maintain the Network Average PCI at 63.
($2.8M/Yr. Avg.)

Scenario 5: Projected Network Average PCI with Current Funding of $1.7M/Yr.

Scenario 6: Represents the impact to the PCI if Zero dollars are spent

The full report for the various budget scenarios can be found in Appendix B.
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Budget Consequences

The following graphs illustrate the consequences to the City’s overall weighted PCI and

Deferred Maintenance Amount, based on the scenario projections:

With the projected current funding of $1.7 million per year, the network average PCI is
forecasted to decrease from 63 to 59, a 4 PCI point drop over the next 5 years. The
backlog of deferred maintenance is estimated to grow from $20.8 million to $26 million
after 5 years, a 25% increase.
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Scenario 5 - Budget Consequences
Current Budget (Avg. $1.7M/Yr)
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e=j==Pavement Condition Index

To maintain the current PCI of 63, it is projected that an average funding level of $2.8M/Yr
is necessary. At this funding level the backlog of deferred maintenance will shrink from
$21.7 million to $20.2 million, a decrease of 6.8%.

Scenario 4 - Budget Consequences
Maintain 63 PCI (Avg. $2.8M/YT)
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To reach a network Average PCI of 70 in 5 Years, it is projected that an average funding
level of $4.9M/Yr is necessary. At this funding level the backlog of deferred maintenance
will shrink from $19.9 million to $9.6 million, a decrease of 51.4%.

Scenario 3 - Budget Consequences
Reach 70in 5 Years ($4.9M/Yr Avg.)
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$‘ = T : T : T : T : - 50
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=== Deferred Maintenance Year =@=Pavement Condition Index

To increase the PCI to a network average of 70 in year one then maintain it through year
5, it is projected that a funding level of $10.8M/ for Year 1, and an average of $3.3M/Yr
for years 2-5 is necessary. At this funding level the backlog of deferred maintenance will
shrink from $11.7 million to $10.4 million, a decrease of 11.1%.

Scenario 2 - Budget Consequences
Reach 70 then Maintain (Yr 1: $10.8M, Yr 2-5: $3.3M/Yr Avg.)
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CONCLUSIONS AND RECOMMENDATIONS

This Executive Summary provides a review of the 2022 Pavement Management Program
Update performed by PEI. PEIl inspected all road segments in the City of Morro Bay. The
average overall PCI for the City is 63, and 82.3% of the City's pavement are in Good to
Fair condition. To maintain the system at its current overall PCI of 63, the City will need
to spend an average of $2.8 million annually over the next 5 years.

A review of the City’s street system, by functional classification, shows that the Arterial
streets have the highest average PCI of 66, the Collector streets have an average PCI of
62, and the Residential streets have an average PCI of 62. As a general rule, agencies
typically try to keep their arterials in the best condition because they carry the bulk of the
traffic and loading, followed by collectors, then the residential/ local streets.

Moving forward, PEI recommends the City carefully evaluate the overall annual budget
to determine the amount it wants to commit to pavement maintenance and rehabilitation
projects. We recommend that the City make it a priority to keep the pavements in the
Good Category in that condition.

These pavements, specifically the 24.65% of the system in the 80-71 PCI Range, are in
a position where strategic Preventative Maintenance Treatments will keep them in the
good category. This would keep these pavements from falling from the Good category, to
the Fair category, where the cost to apply the right treatment goes from approximately
$0.54 Sq./Ft. (average Light Maintenance treatment costs) to $3.84 Sq./Ft. (average of
Heavy Maintenance and Light Rehab treatment costs).

This Pavement Management Program will assist the City in its efforts to monitor
treatments and track their effectiveness and help the City in setting future priorities and
treatment policies. To ensure the City is evaluating accurate data, PEI suggests the City
update its Pavement Management Program on a regular basis and review the entire
system every three years, this includes a thorough review of the Decision Tree and the
unit costs contained within. As the City maintains and updates its Pavement Management
Program, the program will become a valuable tool in its efforts to maximize performance
and minimize the spending for pavements.
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Pavement Management
Program Update

City Council Meeting
September 13, 2022

IB Pavement Engineering Inc.
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Pavement Management Program Update

Overview
« Pavement 101
« Pavement Management Principles
« Assessment Findings and Budget Scenarios
« 2022/23 Pavement Management Projects
« Pavement Management Strategies
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Pavement 101

PAVEMENT 101
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What Determines a Pavement Section?

PAVEMENT STRUCTURE
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Pavement 101

Pavement Condition Index (PCI)

Pavement Deterioration Cycle
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Pavement Deterioration

Asphalt concrete deteriorates in two ways:

Oxidizing effects of sun Fatigue from heavy wheel
and water loads
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Pavement 101

The Impact of Sun and Water
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Pavement 101

The Impact of Heavy Loads
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Pavement 101

What is a Pavement Management System?

- Budgeting tool
* Inventory tool
* Record of pavement conditions

» Guide to potential street candidates for
repair and maintenance
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Evaluating Pavement: Pavement Condition Index (PCI)
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Developed by the U. S. Army Corp of Engineers

during World War Il and standardized by ASTM, the

PClI is an objective and rational basis for

. determining pavement condition and establishing
Failed maintenance priorities.
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Pavement 101

Evaluating Common Pavement Distresses

» Alligator cracking

* Block cracking

* Distortions

* Longitudinal / transverse cracking
 Patches / utility cuts

 Rutting / depressions

« Weathering / Raveling
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Pavement 101

Common Pavement Distresses

Weathering or Transverse or Block
Raveling Longitudinal Cracking
Cracking
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" Pavement Condition Index (PCI)
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Pavement Condition Index (PCI)
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Pavement Management Principles

PAVEMENT MANAGEMENT PRINCIPLES

15
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Pavement Management Principles

Pavement Preservation

Applying the RIGHT TREATMENT
to the RIGHT PAVEMENT
at the RIGHT TIME
using the RIGHT MATERIALS

16
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Pavement Management Principles
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Pavement Management Principles

Pavement Management Strategies

» Best-First “Top Down”™ Management
» Worst-First “Bottom Up” Management

* Critical-Point Management
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Pavement Management Principles

Pavement Management Strategies
Critical Point Management
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Pavement Management Principles
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2022/23 Pavement Management
Treatment Cost Comparison

Typical Residential Street - Morro Bay

Length 500feet
Width 30feet
Area 15,000sq. ft

Surface Seal (Chip Seal / Slurry

Seal)
Unit Cost 0.60S/sf
Treatment Cost S 9,000.00 S

Remove and Replace Asphalt (4"

thick) 27 X Cost differential
Unit Cost 16.00S/sf
Treatment Cost S 240,000.00 SSSS
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2022 Assessment Findings

2022 ASSESSMENT FINDINGS
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2022 Assessment Findings

City of Morro Bay System Data

« System Size

v 53.5 centerline miles
v 8,680,410 square feet of pavement

« Systemwide average weighted PCI of 63
 Asset Value = $160,947,000
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Feature Legend
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Feature Legend
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I Category Il - Good (Non-Load)
Category Il - Good (Load) |

Category IV - Poor
[l cCategory V- Very Poor

Morro Bay Golf
Course

CC_2022-09-13 Meeting Page 64 of 165

25



2022 Assessment Findings

Ratings from 2022 Survey Compared with 2020

Functional Centerline havement Percent of Bz ' 2020 Rated

Area Measured
cex o . |
Classification Miles (sq. ft.) System PCl | PCI

Arterial 6.95 1,400,060 1613% | 65 | 68
| I
Collector 12.13 2,226,465 25.65% : 62 : 66
" ; | |
o Residential 34.43 5,053,885 58.22% [ |

I= S
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2022 Assessment Findings

Total System by Functional Class by PCI
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Understanding Budget Needs
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$3.3M/Yr 2-5 Avg.

=@-(S3) Reach 70
in 5 Years
Avg. $4.9M/Yr

(S4) Maintain 63 PCI
Avg. $2.8M/Yr

(S5) Current Budget
Avg. $1.7M/Yr

=4=(S6) Zero Budget
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Deferred Maintenance

($ Millions)

Understanding Budget Needs
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Pavement Management Projects —
Prior Years
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&% Pavement Management Projects —
&~ Dollars Spent by Fiscal Year

AN

FY Type of Project S Spent

2017/18 Pavement Preservation - Cape, chip, slurry seals $843,634 actual

2018/19 Pavement Preservation - Cape, chip, slurry seals $743,519 actual
Pavement Ratings, Prelim Design Arterial Digout

2019/20 Project $50,487 actual

2020/21 Prelim Design Arterial Digout Project $1,438 actual
Finalize Design Arterial Digout Project, Pavement

2021/22 Ratings $34,917 actual

2022/23 Carryover of $1,064,600 from FY 21/22 and new FY

Budget 22/23 budget of $1,737,846 $2,802,446 forecast
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&% 2022/23 Pavement Management
=" Projects

* FY 21/22 Pavement Capital Project — Phase 1
» Award at Council and start Construction in October 2022
» Arterial Digout “Hot Spot” Repairs with Hot Mix Asphalt
» Funded by SB-1 and Measure Q&E

* FY 22/22 Pavement Capital Project — Phase 2
» In design, construction forecast for Spring 2023
» Surface Seal (Slurry, chip seal) — Covers Arterial Digout “Hot Spot” Repaired Streets

» Surface Seal several other collectors and residential streets (approx. 5-10 miles)
distributed as evenly as possible on appropriate streets through city

» Funded by SB-1, Measure Q&E, LTF Transit funds for Streets, Bike Path fund

* Residential Digout, Skin Patch, Pothole Repair Mini-Projects (Internal Staff and
Outside Contractors — Operations Budget)
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2022/23 Pavement Management
Projects

@
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Phase 1 - Arterial Digout “Hot Spot” Repair Project — Fall 2022
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2022/23 Pavement Management
Projects

Phase 2 - Surface Seal Pavement
Preservation Project — Spring 2023
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Pavement Management Strategies

« Pavement Management Meetings — Routine Operations / Street Maintenance, Utilities and Engineering
team meetings to discuss pavement needs, strategies and projects.

 Utility Project Coordination — Minimize trenching in newly treated streets. Inspect asphalt patch backs
for compliance with City Standards. Build into City utility project costs pavement restoration.

« Pavement Management System — Routine update PCI Ratings, StreetSaver and treatment costs

« Pavement Preservation with Critical Point Pavement Management — Catch streets and treat before they
fall into a more costly treatment category

* Funding - Address annual $1.1+ million funding gap to keep PCI from continuing rapid drop.
Continue to leverage limited funds with grants and find/consider other available funding sources.
Measure Q&E contribution to Pavement Management has nearly doubled year over year since 2021.

« Innovation — Expand and explore other pavement preservation treatments and innovation (TMO,
Rubberized Chip Seal, Full Depth Reclamation, etc.) to extend pavement life.

« Standard Updates — Prioritize pavement assets looking to Caltrans and industry research for ways to
improve standards. Increase road structure standards for new roads, trench details, and when roads
are paved back. Engineering Standards update coming later in 2022.

* Development Conditions — When appropriate and warranted, upgrade pavement fronting new
development through conditions to extend pavement life and reduce annual maintenance.
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Questions?

Joe Ririe, P.E. — Principal Engineer

Pavement Engineering, Inc.
joer@pavementengineering.com

Eric Riddiough, P.E. — City Engineer
City of Morro Bay
eriddiough@morrobayca.gov
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AGENDA NO: C-2
MEETING DATE: September 13, 2022

Staff Report

TO: Honorable Mayor and City Council DATE: September 2, 2022

FROM: Gregory Kwolek, Public Works Director
Janeen Burlingame, Management Analyst

SUBJECT: Approval of Restated Solid Waste, Recycling, and Organic Services
Franchise Agreement with Morro Bay Garbage Service to Comply with
State Organics Recycling Law (Senate Bill 1383) Requirements

RECOMMENDATION

Staff recommends the City Council approve the Restated Solid Waste, Recycling, and Organic
Services Franchise Agreement (the Agreement) with Morro Bay Garbage Service (MBGS), after
City Attorney final review and any non-substantive revisions and authorize the City Manager to
execute the Agreement. If following Council’s approval of the Agreement at this meeting, should
there be any substantive changes negotiated, such revisions will be re-presented to the Council
for approval.

ALTERNATIVES

Council could decide to not approve the proposed Agreement under consideration adding
provisions allowing for California Senate Bill 1383 (SB 1383) implementation and compliance.
Staff does not recommend this action as the City would fall into non-compliance with SB 1383
regulations which would lead to The California Department of Resources Recycling and
Recovery (CalRecycle) issuing a Notice of Violation and risking possible fines and penalties of
up to $10,000 per day until compliance with the regulations is achieved.

FISCAL IMPACT
There is no direct fiscal impact to the City associated with this approval as the Franchise
Hauler’s costs to implement SB 1383 are passed along directly to customers receiving service.

DISCUSSION

Background

SB 1383 was signed into law in September 2016 to address climate change by limiting
environmental exposure from short-lived climate pollutants such as methane, which is
generated from landfilling organic material like food scraps and yard trimmings. SB 1383 is the
most significant and comprehensive change to solid waste regulations in more than thirty years.
It sets targets for reducing organic waste disposal in landfills and to reduce disposal of edible
food. CalRecycle developed regulations designed to achieve those targets that are to be
implemented by jurisdictions around the State.

Proposed Restated Agreement
To develop the proposed restated agreement with the franchised hauler to incorporate

Prepared By: J Burlingame Dept Review:__GK
City Manager Review: __SC City Attorney Review: LNL
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requirements associated with SB 1383 implementation, staff initially worked with the City
Attorney’s office, MBGS staff, IWMA'’s consultant, HF&H, and neighboring cities serviced by the
franchised hauler to create standardized amendments to be included in hauler agreements that
would satisfy new SB 1383 regulations and allow for a consistent, uniform, regional approach to
SB 1383 implementation. Staff, along with the City Attorney’s Office, then worked to incorporate
these and other amendments into the City’s existing franchise hauler agreement with MBGS.
The resulting restated agreement not only incorporates SB 1383 items, but also serves as a
cleanup of the agreement relating to outdated terminology and other changes in state law.
These include:
e Adding and updating definitions
¢ Identifying SB 1383 activities delegated to the Integrated Waste Management Authority,
including areas where hauler may be required to interact with or provide information to
the IWMA
e Augmentation of organics collection and processing services to include food waste
(previously food waste placed in solid waste container and disposed of in the landfill)
e Material processing requirements for solid waste, recyclable, and organic materials,
including identifying list of approved facilities for processing
e Container type, color, and labeling requirements
e Working with City to aid in recovered organic waste products procurement or provision of
compost give-away events
¢ Updating limitations to scope to provide more clarity on collection and disposal of sludge
and grit from current Wastewater Treatment Plant and future Water Reclamation Facility
Updating vehicle standards
Adding ability for SB1383 cost reimbursement
Updating rate setting to incorporate Proposition 218 requirements
Updating the security bond or letter of credit amount
Updating general and AB 939 indemnification to address changes since agreement
originally executed
o Updating and expanding default, remedies, and liquidated damages to more current
standards
e Expanded records, reporting, and recordkeeping requirements
e Solidified provisions relating to rate-setting procedures and findings pursuant to
California Proposition 218

CONCLUSION

Staff recommends the City Council approve the Restated Solid Waste, Recycling, and Organic
Services Franchise Agreement (the Agreement) with MBGS, after City Attorney final review and
any non-substantive revisions and authorize the City Manager to execute the Agreement. If
following Council’s approval of the Agreement at this meeting, should there be any substantive
changes negotiated, such revisions will be re-presented to the Council for approval.

ATTACHMENT
1. Restated Solid Waste, Recycling, and Organic Services Franchise Agreement with Morro
Bay Garbage Service
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RESTATED
SOLID WASTE, RECYCLING, AND ORGANIC SERVICES
FRANCHISE AGREEMENT

BETWEEN
CITY OF MORRO BAY

AND
MORRO BAY GARBAGE SERVICE, INC.

SEPTEMBER 2022 DRAFT

01181.0014/727668.4 {00104898.DOC.}
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RESTATED SOLID WASTE, RECYCLING, AND ORGANIC MATERIALS SERVICES

FRANCHISE AGREEMENT

This Agreement is entered into on the 13th day of September, 2022 by and between the City of Morro
Bay, a municipal corporation, hereinafter referred to as “City,” and Morro Bay Garbage Service, Inc., a
California Corporation hereinafter referred to as “Contractor,” for Contractor to provide Solid Waste,
Recycling and Organic Materials services within the incorporated limits of City.

RECITALS

This Agreement is entered into with reference to the following facts and circumstances:

1.

Chapters 8.16 and 8.18 of the Morro Bay Municipal Code established regulations and procedures
to provide for the storage, Collection, and removal of all Discarded Materials, hereinafter
collectively referred to as Discarded Materials generated and/or accumulated within the City; and

The Legislature of the State of California, by enactment of the California Integrated Waste
Management Act of 1989 (AB 939) Division 30 of the California Public Resources Code,
commencing with §40000, has declared that it is within the public interest to authorize and
require local agencies to make adequate provisions for Recyclable Materials handling within their
jurisdictions; and

The State of California has found and declared that the amount of Solid Waste generated in
California, coupled with diminishing disposal capacity and interest in minimizing potential
environmental impacts from landfilling and the need to conserve natural resources, have created
an urgent need for State and local agencies to enact and implement an aggressive integrated
waste management program. The State has, through enactment of AB 939 and subsequent
related legislation including, but not limited to: the Jobs and Recycling Act of 2011 (AB 341), the
Event and Venue Recycling Act of 2004 (AB 2176), SB 1016 (Chapter 343, Statutes of 2008
[Wiggins, SB 1016]), the Mandatory Commercial Organics Recycling Act of 2014 (AB 1826), and
the Short-Lived Climate Pollutants Bill of 2016 (SB 1383), directed the responsible State agency,
and all local agencies, to promote a reduction in Landfill Disposal and to maximize the use of
feasible waste reduction, Reuse, Recycling, and composting options in order to reduce the
amount of material that must be Disposed; and

SB 1383 establishes regulatory requirements for jurisdictions, Generators, haulers, Solid Waste
facilities, and other entities to support achievement of State-wide Organic Waste Disposal
reduction targets. To this end, on or about December 14, 2021, the Morro Bay City Council
adopted Chapter 8.18 into the Morro Bay Municipal Code in order to implement compliance with
SB 1383; and

The City previously determined that an agreement granted to a private company for the
Collection, Processing, and marketing of Commercial and Residential Recyclable Materials is the
most effective and efficient way to Collect and Divert Commercial and Residential Recyclable
Materials within the City. The City sought competitive proposals (“RFP”) for such services. As a
result, the Contractor submitted a proposal to the City entitled City of Morro Bay Solid Waste and
Recycling RFP, and in 2001 the City selected the Contractor on the competitive advantages of that
proposal over other proposals received by the City; and

Pursuant to California Public Resources Code Section 40059(a)(2), the City Council previously
determined that the public health, safety, and well-being required adoption of an exclusively
franchised Garbage, Recycling and Greenwaste Services Franchise Agreement (the “Original
Agreement”), which was awarded to Contractor as a qualified company for the Collection and
subsequent Transfer, Transportation, Recycling, Processing, and/or Disposal of Discarded

01181.0014/727668.4 {00104898.DOC.}
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City of Morro Bay / Morro Bay Garbage Service, Inc.

Restated Solid Waste, Recycling, and Organic Materials Services Franchise Agreement

Materials. The Original Agreement was adopted by City Resolution No. 48-01, effective on or
about January 1, 2002. The Original Agreement was amended on four (4) occasions in order to
implement extensions of the timeframe for Contractor’s services and effect other miscellaneous
amended terms of service. The Original Agreement and all amendments thereto are collectively
referred to herein as the “Prior Agreements;” and

Given the comprehensive scope and complexity of SB 1383, amongst other State regulations
adopted since the implementation of the Original Agreement, the City and Contractor have
determined that a full restatement of the Prior Agreements is in order. The City continues to
declare its intention of maintaining reasonable rates and high-quality service for Discarded
Materials Service and the Collection, Processing, and marketing of Recyclable Materials. The
Contractor is responsible for arranging Commercial and Residential Recyclable Materials
Collection, Processing, marketing and educational outreach services; and

This Restated Solid Waste, Recycling, and Organic Materials Services (this “Agreement”) is
intended to fully supersede and replace all Prior Agreements between the City and Contractor for
purposes of Contractor’s solid waste and recycling services in the City of Morro Bay, including new
terms of rate structuring and compliance with Applicable Laws; and

This Franchise Agreement has been developed by and is satisfactory to the Parties. The City wishes
to continue utilizing the Contractor’s services to offer Discarded Materials Collection services to
Single-Family, Multi-Family, and Commercial Generators in the City of Morro Bay pursuant to the
terms of this restated Agreement.

NOW, THEREFORE, for and in consideration of the mutual promises herein contained, it is hereby agreed
by and between the City and Contractor as follows:

Article 1. Definitions

1.1

1.2

1.3

1.4

"AB 939" means the California Integrated Waste Management Act of 1989, as it may be amended
from time to time.

"Affiliate" means all businesses (including corporations, limited and general partnerships and sole
proprietorships) which are directly or indirectly related to Contractor by virtue of direct or indirect
common ownership interest or common management shall be deemed to be "Affiliated with"
Contractor and included within the term "Affiliates with" Contractor and included within the
"Affiliates" as used herein. An Affiliate shall include a business in which Contractor owns a direct
or indirect ownership interest, a business which has a direct or indirect ownership interest in
Contractor and/or a business which is also owned, controlled or managed by any business or
individual which has a direct or indirect ownership interest exists, the constructive ownership
provisions of Section 318(a) of the Internal Revenue Code of 1986, as in effect on the date of this
Agreement, shall apply; provided, however, that (i) "ten percent (10%)" shall be substituted for
"fifty percent (50%)" in Section 318(a)(2)(C) and in Section 318(a)(3)(C) thereof; and (ii) Section
318(a)(5)(C) shall be disregarded. For purposes of determining ownership under this paragraph
and constructive or indirect ownership under Section 318(a), ownership interest of less than ten
percent (10%) shall be determined on the basis of the percentage of voting interest or value which
the ownership interest represents, whichever is greater.

“AB 1826” means the Organic Waste Recycling Act of 2014 (Chapter 727, Statutes of 2014
modifying Division 30 of the California Public Resources Code), also commonly referred to as "AB
1826," as amended, supplemented, superseded, and replaced from time to time.

“AB 341” means the California Jobs and Recycling Act of 2011 (Chapter 476, Statues of 2011
[Chesbro, AB 341]), also commonly referred to as “AB 341”, as amended, supplemented,
superseded, and replaced from time to time.
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City of Morro Bay / Morro Bay Garbage Service, Inc.

Restated Solid Waste, Recycling, and Organic Materials Services Franchise Agreement

1.5

1.6

1.7

1.8

1.9

1.10

111

1.12

1.13

1.14

1.15

“AB 939” means the California Integrated Waste Management Act of 1989 (Division 30 of the
California Public Resources Code), also commonly referred to as "AB 939," as amended,
supplemented, superseded, and replaced from time to time.

"Agreement" means this Residential and Commercial Solid Waste, Recycling and Organic
Materials Services Franchise Agreement (including all exhibits and attachments, and any
amendments thereto) between City and Contractor.

“Applicable Law” means all Federal, State, County, and local laws, regulations, rules, orders,
judgments, degrees, permits, approvals, or other requirement of any governmental agency having
jurisdiction over the Collection, Transportation, and Processing of Recyclable Materials, Organic
Materials, and Solid Waste that are in force on the Effective Date and as may be enacted, issued,
or amended during the Term of this Agreement. Applicable Law includes, but is in no way limited
to, AB 939, AB 341, AB 1826, and SB 1383.

“Approved Facility(ies)” means any one of or any combination of the: Materials Recovery Facility;
Approved Organic Materials Processing Facility; Approved Transfer Facility; and/or Approved
Disposal Facility.

“Approved Disposal Facility” means the landfill or transfer station specified in Exhibit A, selected
by City where Solid Waste Collected under this Agreement is sent for final Disposal.

“Approved Organic Materials Processing Facility” means the facility specified in Exhibit A to
which the Contractor shall Transport Organic Materials for Processing.

“Approved Processing Facility(ies)” means any one of or any combination of the: Materials
Recovery Facility; Approved Organic Materials Processing Facility; and/or Approved Transfer
Facility.

“Approved Transfer Facility” means the facility specified in Exhibit A, selected by City where
Discarded Materials Collected under this Agreement are temporarily stored, separated,
converted, or otherwise processed.

"Billings" means any and all statements of charges for services rendered by Contractor pursuant
to this Agreement.

“Bin” means a Container with capacity of approximately one (1) to eight (8) cubic yards, with a
hinged lid, and with wheels (where appropriate), that is serviced by a front end-loading and/or
rear end-loading Collection vehicle, including Bins with Compactors attached to increase the
capacity of the Bin.

“Bulky Waste” means an item too large to fit in the container on the premises, including but not
limited to household appliances (including refrigerators with and without Freon, ranges, washers,
dryers, water heaters, dishwashers, plumbing, small household appliances, and other similar
items commonly known as White Goods); furniture (including chairs, sofas, mattresses, and rugs);
Electronic Waste (including discarded electronic equipment such as, but not limited to, television
sets, computer monitors, central processing units (CPUs), laptop computers, and peripherals (e.g.,
external computer hard drives, computer keyboards, computer mice, and computer printers), and
other similar items commonly known as “brown goods” and E-Waste); residential wastes (green
waste larger than four (4) inches in diameter or four (4) feet in length, such as tree stumps, trunks
or branches not exceeding one cubic yard per collection); clothing; and tires. Bulky Waste does
not include car bodies, Construction and Demolition Debris or items requiring more than two
persons to remove. In the event a question ever arises as to whether a specific item or category

01181.0014/727668.4{00104898.DOC.} Page 5

CC_2022-09-13 Meeting Page 83 of 165



City of Morro Bay / Morro Bay Garbage Service, Inc.

Restated Solid Waste, Recycling, and Organic Materials Services Franchise Agreement

1.16

1.17

1.18

1.19

1.20

1.21

1.22

1.23

1.24

1.25

1.26

1.27

of items meets the definition of Bulky Waste, City shall be responsible to determine whether said
definition shall apply, which determination shall be final and binding on the Parties. Bulky Waste
does not include items herein defined as Exempt Waste. Bulky Waste must have been generated
on the Customer’s Premises in order to qualify for removal.

“Business Days” mean days during which the City offices are open to do business with the public.

“California Code of Regulations (CCR)” means the State of California Code of Regulations. CCR
references in this Agreement are preceded with a number that refers to the relevant Title of the
CCR (e.g., “14 CCR” refers to Title 14 of CCR).

"California Integrated Waste Management Act of 1989" means Public Resources Code, §40000
et. seq.

“CalRecycle” means California's Department of Resources Recycling and Recovery.

“Cardboard” means corrugated fiberboard consisting of a fluted corrugated sheet and one (1) or
two (2) flat linerboards, as is often used in the manufacture of shipping containers and corrugated
boxes. Cardboard is a subset of Recyclable Materials.

“Cart” means a plastic Container with a hinged lid and wheels that is serviced by an automated
or semi-automated Collection vehicle. A Cart has capacity of 20, 35, 64 or 96 gallons (or similar
volumes).

"City" means the City of Morro Bay, a General Law Municipal Corporation, and all the territory
lying within the municipal boundaries of the City as presently existing or as such boundaries may
be modified during the term, acting through the City Council or the City Manager. The City may
designate responsibilities to City staff or a third party designee through written letter between
the City Manager and designee.

“City Manager” means the City staff member or their designee responsible for contract
management and maintenance.

"Collect" or "Collection" (or any variation thereof) means the act of taking possession of
Recyclable Materials, Organic Materials, Solid Waste, Bulky Items, and other material at the place
of generation in City.

“Commercial” shall mean of, from, or pertaining to non-Residential Premises where business
activity is conducted, including, but not limited to, retail sales, services, wholesale operations,
manufacturing, and industrial operations, but excluding businesses conducted upon Residential
property which are permitted under applicable zoning regulations and are not the primary use of
the property.

"Commercially Generated Recyclable Materials" means Recyclable Materials generated at
commercial, governmental and/or industrial property and separated by the Generator for
Collection.

“Compactor” means a mechanical apparatus that compresses materials together with the
Container that holds the compressed materials or the Container that holds the compressed
materials if it is detached from the mechanical compaction apparatus. Compactors include two
(2) to eight (8) cubic yard Bin Compactors serviced by front-end loader Collection vehicles and ten
(10) to fifty (50) cubic yard franchised Drop Box Compactors serviced by franchised Roll-Off
Collection vehicles.
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City of Morro Bay / Morro Bay Garbage Service, Inc.

Restated Solid Waste, Recycling, and Organic Materials Services Franchise Agreement

1.28

1.29

1.30

1.31

1.32

1.33

1.34

1.35

1.36

1.37

1.38

1.39

“Complaint” shall mean each written or orally communicated statement made by any Person,
whether to City or Contractor, alleging: (1) non-performance, or deficiencies in Contractor’s
performance, of its duties under this Agreement; (2) a violation by Contractor of this Agreement;
or (3) an SB 1383 Non-Compliance Complaint as required under 14 CCR Section 18995.3.

“Compostable Plastics” or Compostable Plastic” means plastic materials that meet the ASTM
D6400 standard for Compostability.

“Composting” or “Compost” (or any variation thereof) includes a controlled biological
decomposition of Organic Materials yielding a safe and nuisance free Compost product.

“Construction and Demolition Debris” or “C&D Debris” means any combination of inert building
materials and Solid Waste resulting from construction, remodeling, repair, cleanup, or demolition
operations as defined in California Code of Regulations, Title 22 Section 66261.3 et seq. Thisterm
includes, but is not limited to, asphalt, concrete, cement, brick, lumber, gypsum wallboard,
cardboard, and other associated packaging, roofing material, ceramic tile, carpeting; plastic pipe
and steel. The material may be commingled with rock, soil, tree stumps; and other vegetative
matter resulting from land clearing and landscaping for construction or land development
projects.

"Container" means Bins, Carts, Compactors, or Contractor owned franchise Roll-Offs used for
Collection and storing of Discarded Materials before removal.

"Contractor" means, Morro Bay Garbage Service, Inc., a California Corporation, organized and
operating under the laws of the State and its officers, directors, employees, agents, companies,
related-parties, affiliates, subsidiaries, and subcontractors.

“County” means the County of San Luis Obispo, a political subdivision of the State of California.

“CPI1” means the Consumer Price Index for All Urban Consumers Los Angeles-Long Beach-Anaheim
CUURS49ASAQ.

“Curb” or “Curbside” (or any variation thereof) means the cornered edging between the street
and sidewalk. Curb or Curbside also means and describes the location of a Collection Container
for pick-up, where such Container is placed on the street or alley against the face of the Curb, or
where no Curb exists, the Container is placed within reasonable distance that do not cause a safety
concern and allows for pick-up with solid waste collection vehicles.

“Customer” means the Person whom Contractor submits its billing invoice to and collects
payment from for Collection services provided to a Premises. The Customer may be either the
Occupant or Owner of the Premises.

“Designated Waste” means non-Hazardous Waste which may pose special Disposal problems
because of its potential to contaminate the environment, and which may be Disposed of only in
Class Il Disposal sites or Class Ill Disposal sites pursuant to a variance issued by the California
Department of Health Services. Designated Waste consists of those substances classified as
Designated Waste by the State, in California Code of Regulations Title 23, Section 2522 as may be
amended from time to time.

“Designee” means an entity the City contracts with or otherwise arranges to carry out any of the
City’s responsibilities of this Agreement as authorized in 14 CCR Section 18981.2. A Designee may
be a government entity, a hauler (including Contractor) or other private entity, or a combination
of those entities. For the purposes of this Agreement, Designee shall mean the San Luis Obispo
Integrated Waste Management Authority (IWMA), as designated in Exhibit B, until such time as
the City may serve as its own Designee or designate another government entity, hauler (including
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Contractor) or other private entity to be the Designee.

“Discarded Materials” means Recyclable Materials, Organic Materials, and Solid Waste placed by
a Generator in a receptacle and/or at a location for the purposes of Collection by Contractor,
excluding Excluded Waste.

“Disposal” or “Dispose” (or any variation thereof) means the final disposition of Solid Waste, or
Processing Residue at a Disposal Facility.

“Disposal Facility” means a landfill, or other Facility for ultimate Disposal of Solid Waste.

“Divert” or “Diversion” (or any variation thereof) means to prevent Discarded Materials from
Disposal at landfill or transformation facilities, (including facilities using incineration, pyrolysis,
distillation, gasification, or biological conversion methods) through source reduction, reuse,
Recycling, Composting, anaerobic digestion or other method of Processing, subsequent to the
provisions of AB 939. Diversion is a broad concept that is to be inclusive of material handling and
Processing changes that may occur over the Term including, but not limited to, changes in
standard industry practice or implementation of innovative (but not necessarily fully proven)
techniques or technology that reduce Disposal risk, decrease costs and/or are for other reasons
deemed desirable by the City.

“Dwelling Unit” means any individual living unit in a; Single-Family dwelling (SFD) or Multi-Family
dwelling (MFD) structure or building, a mobile home, or a motor home located on a permanent
site intended for, or capable of being utilized for, Residential living other than a hotel or motel.

“Effective Date” means the date on which the latter of the two Parties signs this Agreement.

“Electronic Waste” means “Covered Electronic Waste” as defined in Section 42463 of the Public
Resources Code and other discarded electronic equipment commonly known as “brown goods”
such as, but not limited to, CD players and recorders, DVD players and recorders, stereos,
computers, printers, keyboards, and peripherals. Revenues, if any, from the recycling of Electronic
Waste shall be accounted for separately from revenues from other Recyclable Materials.

"Environmental Laws" means all Federal and State statutes, county, local and City ordinances and
regulations concerning public health, safety and the environment including, by way of example
and not limitation, the Comprehensive Environmental Response, Compensation and Liability Act
of 1980, 42 USC 9601 et seq.; the Resource Conservation and Recovery Act, 42 USC 6901 et seq.;
the Federal Clean Water Act, 33 USC 1251 et seq.; the Toxic Substances Control Act, 15 USC 2601
et seq.; the Occupational Safety and Health Act, 29 USC 651 et seq.; the California Hazardous
Waste Control Law, California Health and Safety Code §25100 et seq.; the California Hazardous
Substances Account Act, California Health and Safety Code §25300 et seq.; the Safe Drinking
Water and Toxic Enforcement Act, California Health and Safety Code §25249.5 et seq.; currently
in force and as hereinafter amended, and all rules and regulations promulgated there under.

“Excluded Waste” means Hazardous Substance, Hazardous Waste, Infectious Waste, Designated
Waste, volatile, corrosive, biomedical, infectious, biohazardous, and toxic substances or material,
waste that Contractor reasonably believes would, as a result of or upon Disposal, be a violation of
local, State or Federal law, regulation or ordinance, including land use restrictions or conditions,
waste that cannot be Disposed of in Class Il landfills, waste that in Contractor’s reasonable
opinion would present a significant risk to human health or the environment, cause a nuisance or
otherwise create or expose Contractor or City to potential liability; but not including de minimis
volumes or concentrations of waste of a type and amount normally found in Residential Solid
Waste after implementation of programs for the safe Collection, Recycling, treatment, and
Disposal of batteries and paint in compliance with Sections 41500 and 41802 of the California
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1.56

1.57

1.58

1.59

1.60

Public Resources Code. Excluded Waste does not include Used Motor Oil or Use Motor Qil Filters
when properly placed for Collection by Contractor, as set forth in this Agreement.

"Facility" means any plant or site, owned, or leased and maintained and/or operated or used by
Contractor for the purposes of performing the duties to fulfill this Agreement.

“Federal” means belonging to or pertaining to the Federal government of the United States.

“Food Recovery” means actions to Collect and distribute food for human consumption which
otherwise would be Disposed, or as otherwise defined in 14 CCR Section 18982(a)(24).

“Food Recovery Organization” means an entity that primarily engages in the collection or receipt
of edible food from commercial edible food generators and distributes that edible food to the
public for Food Recovery either directly or through other entities.

“Food Scraps" means those Discarded Materials that will decompose and/or putrefy including: (i)
all kitchen and table Food Waste; (ii) animal or vegetable waste that is generated during or results
from the storage, preparation, cooking or handling of food stuffs; (iii) fruit waste, grain waste,
dairy waste, meat, and fish waste; and, (iv) vegetable trimmings, houseplant trimmings and other
Compostable Organic Waste common to the occupancy of Residential dwellings. Food Scraps are
a subset of Food Waste.

“Food-Soiled Paper” means Compostable paper material that has come in contact with Food
Scraps or liquid, such as, but not limited to, Compostable paper plates, napkins, and pizza boxes.
Food -Soiled Paper is a subset of Food Waste.

“Food Waste” means Source Separated Food Scraps and Food-Soiled Paper. Food Waste is a
subset of Organic Materials.

"Fiscal Year" means the period commencing January 1 and concluding December 31 for
Contractor. For City it means the period commencing July 1 of one year and concluding June 30
of the subsequent year.

“Franchise Reimbursement” means the fee paid by Contractor to the City as described in Article
7.

“Generator” means any Person whose act or process produces Discarded Materials as defined in
the Public Resources Code, or whose act first causes Discarded Materials to become subject to
regulation.

“Gross Receipts” means any and all revenue received from billings by Contractor, and
compensation in any form, of Contractor or subsidiaries, parent companies or other Affiliates of
Contractor, for the collection and transportation of Solid Waste pursuant to this Agreement, in
accordance with generally accepted accounting principles, including, but not limited to, monthly
customer fees for collection of Solid Waste, without subtracting Franchise Fees or any other cost
of doing business. Contractor’s Net Recycling Revenues are included in Gross Receipts for
purposed of calculating Franchise Fees. IWMA fees are not included in Gross Receipts.

“Hazardous Substance” means any of the following: (a) any substances defined, regulated or
listed (directly or by reference) as "Hazardous Substances", "hazardous materials", "Hazardous
Wastes", "toxic waste", "pollutant"”, or "toxic substances", or similarly identified as hazardous to
human health or the environment, in or pursuant to: (i) the Comprehensive Environmental
Response, Compensation and Liability Act (CERCLA) of 1980, 42 USC §9601 et seq. (CERCLA); (ii)

the Hazardous Materials Transportation Act, 49 USC §1802, et seq.; (iii) the Resource
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Conservation and Recovery Act, 42 USC §6901 et seq.; (iv) the Clean Water Act, 33 USC §1251 et
seq.; (v) California Health and Safety Code §§25115-25117, 25249.8, 25281, and 25316; (vi) the
Clean Air Act, 42 USC §7901 et seq.; and, (vii) California Water Code §13050; (b) any amendments,
rules or regulations promulgated thereunder to such enumerated statutes or acts currently
existing or hereafter enacted; and, (c) any other hazardous or toxic substance, material, chemical,
waste or pollutant identified as hazardous or toxic or regulated under any other Applicable Law
currently existing or hereinafter enacted, including, without limitation, friable asbestos,
polychlorinated biphenyl’s (PCBs), petroleum, natural gas, and synthetic fuel products, and by-
products.

"Hazardous Waste" means any discarded material or mixture of materials, which is toxic,
corrosive, flammable, radioactive or which, because of its quantity, concentration, physical,
chemical or infectious characteristics may do harm to either humans, animals or the environment,
or as defined in Health and Safety Code §25110.02, §25115, and §25117 or in the future
amendments to or recodifications of such statutes or identified and listed as solar panels from
Residential Premises, and Hazardous Waste by the U.S. Environmental Protection Agency (EPA),
pursuant to the Federal Resource Conservation and Recovery Act (42 USC §6901 et seq.), all future
amendments thereto, and all rules and regulations promulgated thereunder, and Public
Resources Code §40141.

“Holidays” are defined as New Year’s Day, Memorial Day, Independence Day, Labor Day,
Thanksgiving Day, and Christmas Day.

“Household Hazardous Waste” or “HHW” means Hazardous Waste generated at Residential
Premises within the City. HHW includes: paint, stain, varnish, thinner, adhesives, auto products
such as old fuel, Used Motor Oil and Filter, Used Oil Filter, batteries, household batteries,
fluorescent bulbs , tubes, cleaners and sprays, pesticides, fertilizers and other garden products,
needles, syringes, and lancets.

“Infectious Waste” means biomedical waste generated at hospitals, public or private medical
clinics, dental offices, research laboratories, pharmaceutical industries, blood banks, mortuaries,
veterinary facilities, and other similar establishments that are identified in Health and Safety Code
Section 25117.5 as may be amended from time to time.

“Liquidated Damages” means the amounts due by Contractor for failure to meet specific
quantifiable standards of performance as described in Article 12.

"Materials Recovery Facility" means a permitted Facility, as specified in Exhibit A, where
Discarded Materials are sorted or separated for the purposes of Recycling or reuse.

“Mulch” means a layer of material applied on top of soil, and, for the purposes of the Agreement,
Mulch shall conform with the following conditions, or conditions as otherwise specified in 14 CCR
Section 18993.1(f)(4):

A. Meets or exceeds the physical contamination, maximum metal concentration, and pathogen
density standards for land applications specified in 14 CCR Section 17852(a)(24.5)(A)(1)
through (3).

B. Was produced at one or more of the following types of Facilities:

1. A Compostable material handling operation or facility as defined in 14 CCR Section
17852(a)(12), that is permitted or authorized under Division 7 of Title 14 of the CCR, other
than a chipping and grinding operation or facility as defined in 14 CCR Section
17852(a)(10);

2. A Transfer/Processing Facility or Transfer/Processing operation as defined in 14 CCR
Section 17402(a)(30) and (31), respectively, that is permitted or authorized under 14 CCR,
Division 7, Chapter 12; or,
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3. A Solid Waste landfill as defined in PRC Section 40195.1 that is permitted under 27 CCR,
Division 2.

"Multi-Family Dwelling Unit" means, notwithstanding any contrary definition in City Code, any
Premises, other than a Single-Family Dwelling Unit, used for Residential purposes, with five (5) or
more Dwelling Units (regardless of whether residence therein is temporary or permanent),
including such Premises when combined in the same building with Commercial establishments,
that receive centralized, shared, Collection service for all units on the Premises which are billed
to one (1) Customer at one (1) address. Customers residing in Townhouses, mobile homes,
condominiums, or other structures with five (5) or more Dwelling Units who receive centralized,
shared, Collection service for all units on the Premises which are billed to one (1) Customer at one
(1) address shall be considered Multi-Family.

“Net Recycling Revenues” means the gross recycling revenues received by Contractor from the
sale of all Recyclable Materials handled by Contractor as a whole (including the recycling of
Electronic Waste, HHW, U-Waste and White Goods) that are generated in the City, less all
processing costs incurred by Contractor for such Recyclable Materials.

“Occupant” means the Person who occupies a Premises.

“Organic Materials” means Yard Trimmings and Food Waste, individually or collectively. No
Discarded Material shall be considered to be Organic Materials, however, unless it is separated
from Recyclable Material and Solid Waste. Organic Materials are a subset of Organic Waste.

“Organic Waste” means wastes containing material originated from living organisms and their
metabolic waste products including, but not limited to, food, Yard Trimmings, lumber, wood,
paper products, printing and writing paper, manure, biosolids, digestate, and sludges, or as
otherwise defined in 14 CCR Section 18982(a)(46). Biosolids and digestate are as defined in 14
CCR Section 18982(a)(4) and 14 CCR Section 18982(a)(16.5), respectively.

"Owner" means the person holding the legal title to the real property and/or any improvements
thereon and shall include the Person(s) listed on the latest equalized assessment roll of the County
Assessor.

“Party” or “Parties” refers to the City and Contractor, individually or together.

"Person" means any individual, firm, association, organization, partnership, corporation, business
trust, joint venture, Commercial entity, governmental entity, public entity, or any other legal
Person.

"Premises" means any land or building in the City where Recyclable Materials, Organic Materials,
or Solid Waste is generated or accumulated.

“Processing” or “Process” means to prepare, treat, or convert through some special method.

“Processing Facility” means any plant or site used for the purpose of sorting, cleansing, treating
or reconstituting Recyclable Materials, or Reusable Materials for the purpose of making such
material available for Recycling or reuse or the Facility for the Processing and/or Composting of
Organic Materials.

“Prohibited Container Contaminants” means the following: (i) Discarded Materials placed in the
Recyclable Materials Container that are not identified as acceptable Recyclable Materials for the
City’s Collection program; (ii) Discarded Materials placed in the Organic Materials Container that
are not identified as acceptable Organic Materials for the City’s Collection program; (iii) Discarded
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Materials placed in the Solid Waste Container that are acceptable Recyclable Materials and/or
Organic Materials to be placed in the City’s Recyclable Materials or Organic Materials Containers
or otherwise managed under the City’s Collection program; and, (iv) Excluded Waste placed in
any Container.

"Proposition 218" means Articles XIIC and XIIID of the California Constitution and any
implementing legislation promulgated thereunder, as may be amended from time to time.

"Recyclable Materials" means those Discarded Materials that the Generators set out in
Recyclables Containers for Collection for the purpose of Recycling by the Contractor and that
exclude Excluded Waste. No Discarded Materials shall be considered Recyclable Materials unless
such material is separated from Organic Materials, and Solid Waste. Recyclable Materials shall
include, but not be limited to: newspaper, aluminum, tin and bi-metal cans, clear and colored
glass containers, all plastic containers (except polystyrene), corrugated cardboard, mixed paper
(Including white and colored ledger paper, chipboard, junk mail, magazines and phone books) and
used motor oil and filter. Acceptable Recyclable Materials may be added to or removed from this
list from time to time by mutual consent or at the sole discretion of the City. Contractor shall not
add or remove materials to or from this list without written approval from the City Manager or
signed amendment to the Agreement, and such approval shall not be unreasonably withheld. For
the purpose of collection of Recyclable Materials through contractor’s collection services,
recyclable materials shall be limited to those materials identified by the collection contractor as
acceptable recyclable materials.

"Recycling" means the Process of sorting, cleansing, treating, and reconstituting at a Recyclable
Materials Processing Facility, materials that would otherwise be Disposed of at a landfill for the
purpose of returning such materials to the economy in the form of raw materials for new, reused,
or reconstituted products. Recycling includes Processes deemed to constitute a reduction of
landfill Disposal pursuant to 14 CCR, Division 7, Chapter 12, Article 2. Recycling does not include
gasification or transformation as defined in Public Resources Code Section 40201.

"Related Party Entity" means any Affiliate that has financial transactions with Contractor.

“Renewable Natural Gas” or “RNG” means gas derived from Organic Waste that has been
Diverted from a landfill and Processed at an in-vessel digestion Facility that is permitted or
otherwise authorized by 14 CCR to recover Organic Waste, or as otherwise defined in 14 CCR
Section 18982(a)(62).

“Residential” shall mean of, from, or pertaining to a Single-Family Premises or Multi-Family
Premises including Single-Family homes, apartments, condominiums, Townhouse complexes,
mobile home parks, and cooperative apartments.

“Residue” means those materials which, after Processing, are Disposed rather than Recycled due
to either the lack of markets for materials or the inability of the Processing Facility to capture and
recover the materials.

“Reusable Materials” means items that are capable of being used again after minimal Processing.
Reusable Materials may be Collected Source Separated or recovered through a Processing Facility.

“Roll-Off” means an open-top or lidded Container with a capacity of seven (7) to forty (40) cubic
yards that is serviced by a franchise Roll-Off Collection vehicle.

“San Luis Obispo County Integrated Waste Management Authority (SLO IWMA)” or “IWMA”
means the Joint Powers Authority that has the responsibilities as defined by the Joint Powers
Agreement related to the City's compliance with Applicable Law. The City may, at its discretion,
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designate the IWMA certain responsibilities and rights of the City related to reporting, monitoring,
and education requirements as specified in this Agreement or subsequent written authorization
by City Manager.

“SB 1383” means Senate Bill 1383 of 2016 approved by the Governor on September 19, 2016,
which added Sections 39730.5, 39730.6, 39730.7, and 39730.8 to the Health and Safety Code, and
added Chapter 13.1 (commencing with Section 42652) to Part 3 of Division 30 of the Public
Resources Code, establishing methane emissions reduction targets in a statewide effort to reduce
emissions of short-lived climate pollutants as amended, supplemented, superseded, and replaced
from time to time. For the purposes of this Agreement, SB 1383 specifically refers to the Short-
Lived Climate Pollutants (SLCP): Organic Waste Reductions regulations developed by CalRecycle
and adopted on November 3, 2020 that created Chapter 12 of 14 CCR, Division 7 and amended
portions of regulations of 14 CCR and 27 CCR.

“Self-Hauler” or “Self-Haul” or “Self-Hauling” means a Person who hauls Discarded Materials,
recovered material, or any other material, he or she has generated to another Person. Self-Hauler
also includes a person who back-hauls waste, or as otherwise defined in 14 CCR Section
18982(a)(66). Back-haul means generating and transporting Organic Waste to a destination
owned and operated by the Generator using the Generator’s own employees and equipment, or
as otherwise defined in 14 CCR Section 18982(a)(66)(A). A Self-Hauler must be a Person within
the City who is not primarily engaged in the business of collection, removal or transportation of
Solid Waste, Organic Waste, or Recyclables, but in the course of performing the Person’s primary
business function incidentally transports Solid Waste, Organic Waste, or Recyclables with
equipment owned or leased by that Person. Examples of Self-Haulers include, but are not limited
to, gardeners, landscapers, and household cleanup service firms. A Person who is engaged in the
business of collection, removal or transportation of C&D material (other than as work performed
ancillary to the person’s business and using that person’s own forces and equipment) is not a Self-
Hauler under any circumstance.

“Service Level” refers to the size of a Customer’s Container and the frequency of Collection
service.

“Single Family Dwelling Unit” means, notwithstanding any contrary definition in City Code, any
detached or attached house or residence designed or used for occupancy by one (1) family,
provided that Collection service feasibly can be provided to such Premises as an independent unit,
and the Owner or Occupant of such independent unit is billed directly for the Collection service.
Single-Family includes Townhouses that maintain individual collection service regardless of
whether each unit is separately billed for their specific Service Level. Single-Family also includes
duplex, tri-plex, or four-plex Residential structures regardless of whether each unit maintains
individual collection service or is separately billed for their specific Service Level.

“Solid Waste” means Solid Waste as defined in California Public Resources Code, Division 30, Part
1, Chapter 2, §40191 and regulations promulgated hereunder. Excluded from the definition of
Solid Waste are Excluded Waste, C&D, Source Separated Recyclable Materials, Source Separated
Organic Materials, and radioactive waste. Notwithstanding any provision to the contrary, Solid
Waste may include de minimis volumes or concentrations of waste of a type and amount normally
found in Residential Solid Waste after implementation of programs for the safe Collection,
Recycling, treatment, and Disposal of Household Hazardous Waste in compliance with Section
41500 and 41802 of the California Public Resources Code as may be amended from time to time.
Solid Waste includes salvageable materials only when such materials are included for Collection
in a Solid Waste Container not Source Separated from Solid Waste.

“Solid Waste Enterprise” means “solid waste enterprise” as defined in Public Resources Code
Section 40193 (i.e., any individual, partnerships, joint venture, unincorporated private
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organization, or private corporation, which is regularly engaged in the business of providing solid
waste handling services).

“Source Separated” means the segregation, by the Generator, of materials designated for
separate Collection for some form of Recycling, Composting, recovery, or reuse.

“State” means the State of California.

“Subcontractor” means a Party who has entered into a contract, express or implied, with the
Contractor for the performance of an act that is necessary for the Contractor’s fulfilment of its
obligations for providing service under this Agreement. Vendors providing materials and supplies
to Contractor shall not be considered Sub-Contractors.

“Term” means the term of this Agreement, including extension periods if granted, as provided for
in Article 3.

“Ton” or “Tonnage” means a unit of measure for weight equivalent to two thousand (2,000)
standard pounds or one (1) short ton.

“Townhouse” means an attached or semi-attached Dwelling Unit within a group of attached or
semi-attached Dwelling Units. A Townhouse shall be considered a Single-Family Dwelling Unit if
each unit maintains individual Collection service subscription. A Townhouse shall be considered a
Multi-Family Dwelling Unit if the Premise receives centralized, shared, Collection service for all
units on the Premise. These shall be the designations regardless of whether the Premises are billed
individually or through a central account (e.g., homeowner association, property manager).

“Transfer” means the act of transferring the materials Collected by Contractor in its route vehicles
into larger vehicles for Transport to other facilities for the purpose of Recycling or Disposing of such
materials.

“U-Waste” or “Universal Waste” means all waste defined by Title 22, Subsection 66273.1 through
66273.9 of the California Code of Regulations.

“Waste Generator” See “Generator”.

“White Goods” means inoperative and discarded refrigerators, microwave ovens, ranges, water
heaters, and other similar household appliances, which are a subset of Bulky Wastes.

“Working Days” means days on which the Contractor is required to provide regularly scheduled
Collection services under this Agreement.

“Yard Trimmings” means those Discarded Materials that will decompose and/or putrefy,
including, but not limited to, green trimmings, grass, weeds, leaves, prunings, branches, dead
plants, brush, tree trimmings, dead trees, small pieces of unpainted and untreated wood, and
other types of Organic Materials resulting from normal yard and landscaping maintenance that
may be specified in City Legislation for Collection and Processing as Organic Materials under this
Agreement. Yard Trimmings does not include items herein defined as Excluded Waste. Yard
Trimmings are a subset of Organic Materials. Yard Trimmings placed for Collection may not exceed
six (6) inches in diameter and three (3) feet in length and must fit within the Contractor-provided
Container. Acceptable Yard Trimmings may be added to or removed from this list from time to
time by mutual consent or at the sole discretion of the City. Contractor shall not add or remove
materials to or from this list without written approval from the City Manager or signed
amendment to the Agreement, and such approval shall not be unreasonably withheld.
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2.7
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Contractor Status
Contractor shall be an independent contractor and not an agent or employee of the City.

Contractor Authorization

Contractor has the authority to enter into and perform its obligations under this Agreement. The
Board of Directors and Contractor (or the shareholders, if necessary) have taken all actions
required by law, its articles of incorporation, its bylaws or otherwise to authorize the execution
of this Agreement. The persons signing this Agreement on behalf of Contractor have the authority
to do so.

Compliance With Laws and Regulations
Contractor shall comply with all existing and future City, County, State, and Federal laws, including
all Environmental Laws.

Grant and Acceptance of Agreement

Subject of Article 3.4 (Conditions of the Effectiveness of Agreement), City hereby grants to
Contractor the right and privilege to Collect and Dispose all Solid Wastes generated and/or
accumulated within City as defined in Section 8.16.120 of the Morro Bay Municipal Code.
Contractor shall perform its duties under this Agreement in accordance with Chapter 8.16 of the
Morro Bay Municipal Code, incorporated herein by reference.

City also hereby grants to Contractor an exclusive franchise to Collect, process and market
Recyclable Materials accumulating at Single Family and Multi-family Dwelling Units in the City and
Commercially Generated Recyclable Materials that are offered for Collection to Contractor in
accordance with this Agreement, unless such duties are otherwise delegated to a Designee.

Contractor shall perform all duties required under this Agreement in accordance with all
applicable current and future laws, rules, and regulations at rates established by City pursuant to
the procedures set forth herein below. For purposes of this Agreement, said laws, rules, and
regulations shall include but not be limited to any policy, resolution, or ordinance adopted by a
duly constituted governing body of a public agency, including joint powers authorities and
districts.

Contractor hereby accepts the Agreement on the terms and conditions set forth in this
Agreement.

Serve Without Interruption
Contractor shall perform all duties throughout the term of this Agreement without interruption.

Permits and Licenses
Contractor shall procure, and keep in full force and affect, all permits and licenses, pay all charges
and fees, and give all notices as necessary.

Compliance with Regulatory Requirements. Contractor shall keep active all existing permits and
approvals necessary for use of the Approved Processing Facility(ies) in full regulatory compliance.
Upon request, Contractor shall provide copies of Facility permits and/or notices of violations
(obtained from its Processing Facility Subcontractor if necessary) to City Manager.

Preservation of City Property
Contractor shall pay to the City, on demand, the cost of all repairs to public property made
necessary by any of the operations of Contractor under this Agreement.
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3.2

33

34

Effective Date
The Effective Date of this Agreement shall be the date on which the latter of the two Parties signs
this Agreement.

Term of Agreement
The Term of this Agreement shall commence August 9, 2022, and expire at midnight December
31, 2040, subject to extension as provided in Article 3.3 (Option to Extend).

In the event of a change of law or technology which would render the Collection and Disposal
services to be implemented under this Agreement obsolete, unnecessary, impractical,
undesirable, or illegal, the City reserves the right to terminate this Agreement upon the giving of
a six (6) month prior written notice of City’s election to so terminate this Agreement.

Option to Extend

The City shall have the sole option to extend this Agreement up to 36 months in periods of at least
twelve (12) months each. If City elects to exercise this option, it shall give written notice not later
than one hundred eighty (180) days prior to the initial termination date, or, if one extension has
been exercised, one hundred eighty (180) days prior to the extended termination date. The terms
and conditions of this Agreement shall be applicable during said extension option unless the
Parties mutually agree upon any changes.

Conditions to Effectiveness of Agreement

The obligation of City to permit this Agreement to become effective and to perform its
undertakings provided for in this Agreement is subject to the satisfaction of each and all of the
conditions set out below, each of which may be waived in whole or in part by City.

A. Accuracy of Representations. The representations and warranties made by Contractor
throughout this Agreement are accurate, true, and correct on and as of the Effective Date of
this Agreement.

B. Absence of Litigation. There is no litigation pending in any court challenging the award of this
Agreement to Contractor or the execution of this Agreement or seeking to restrain or enjoin
its performance.

C. Furnishing of Insurance and Security Fund. As the Contractor has previously provided
insurance and a $350,000 security fund for the current agreement that will be superseded at
the execution of the Agreement, within 30 (thirty) calendar days after the Effective Date of
the Agreement, Contractor shall provide proof of insurance in the form, coverages, and
amounts specified in Article 10.4 (D) of these specifications and the $500,000 security fund.

Article 4. Scope of Agreement

4.1 Scope of Agreement; Supersession of Prior Agreements
A. Subject to Article 4.2 (Limitations to Scope), the Agreement granted to Contractor shall be
exclusive for Solid Waste, Recyclable Materials and Organic Materials, except where
otherwise precluded by law. This Agreement does not include construction and demolition
material Collected in Roll-Off boxes.
B. This Agreement fully restates and supersedes the Prior Agreements between the Parties, such
that the Prior Agreements have no further force or effect.
4.2 Limitations to Scope
The Agreement to Collect and Dispose all Solid Wastes generated and/or accumulated as granted
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in Article 2.4 shall be subject to the following exclusions:

A

Intergovernmental Immunity. All (i) school districts, (ii) other state agencies, (iii) any other
governmental entity that is not subject to the City’s police powers, and (iv) the exclusivity
provisions of any ordinance to be adopted by the City;

Self Hauling. Self-Hauling by City residents, Owners, or occupants of Premises as defined in
Article 1.89. The use of a subcontractor is not Self-Haul within the meaning of this exception.
Self-Hauling of Solid Waste or Recyclables does not exempt the property owner from
subscribing to Collection service in accordance with Municipal Code Section 8.16;

Gardner/Landscaper Green Waste. Green Waste and other compostables removed from a
Premises by an Owner or resident of Premises or by a gardening, landscaping or tree trimming
contractor as an incidental part of a total service offered by that contractor rather than as a
hauling service. To qualify for this exemption, a gardener or landscaper must not be a hauling
service or Solid Waste Enterprise, must not separately or additionally charge for the incidental
service of removing, transporting or disposing (except for tipping fee) of the Yard Trimmings,
and must utilize only his or her own employees and equipment to collect, transport and
dispose of said Yard Trimmings;

C&D Material. The Collection, transportation and disposal by a construction contractor of
C&D Material from Remodel jobs which are generated as an incidental part of providing such
Remodeling services, provided that the construction contractor is not a hauling service or
Solid Waste Enterprise, does not separately or additionally charge for the incidental service
of removing, transporting or disposing (except for tipping fee) of the C&D Material, and
utilizes only his/her own employees and equipment to collect, transport and dispose of the
C&D Material.

Food Recovery operations by Food Recovery Organizations.

Automotive Dismantling. The Collection, transportation and disposal of vehicles or machine
parts and waste generated by an automotive/vehicle dismantler or Owner of a vehicular
salvage or disposal yard.

Asphalt/Concrete/Dirt Materials. This Agreement does not preclude the Collection,
processing and/or transport of asphalt, concrete and dirt, and the Parties hereto
acknowledged that other entities in the City are, and shall continue to be permitted to collect,
process and transport asphalt, concrete and dirt materials;

Hazardous Waste. This Agreement does not preclude the Collection, processing and/or
transport of Hazardous Waste and non-spadeable wastewater or sewage sludge by third-
party entities duly licensed to handle such Hazardous Waste and/or non-spadeable
wastewater or sewage sludge materials;

Water Reclamation Facility. The Collection, transportation and disposal of Recyclable
Materials, Organic Materials, Solid Waste, biosolids, sludge, and grit removed from the City’s
Water Reclamation Facility located at 555 South Bay Boulevard, Morro Bay, California.

Recyclable Materials. Recyclable Materials not "discarded" (but rather sold or donated)
directly by an Owner of Premises which are disposed of at legally-mandated public
redemption centers that comply with all reporting and other requirements imposed by any
political entity having jurisdiction over those redemption centers. A mere discount or
reduction in price of third-party charges for the handling of Recyclables is not a sale or
donation within the meaning of this Agreement and is thus precluded by City’s exclusive grant
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in Article 2.4;

1)

Categories of Recyclable Materials listed in this Article. The granting of this Agreement
shall not preclude the categories of Recyclable Materials listed below from being
delivered to and Collected and Transported by others provided that nothing in this
Agreement is intended to or shall be construed to excuse any Person from obtaining any
authorization from City that is otherwise required by law:

a) Contractor shall cooperate with and shall not impede, interfere, or attempt to impede
or interfere with the implementation, expansion, or operation of Food Recovery
efforts in the City;

b) Recyclable Materials separated from Solid Waste by the Generator and for which
Generator sells or is otherwise compensated by a collector in a manner resulting in a
net payment to the Generator for such Recycling or related services;

c) Recyclable Materials donated to a charitable, environmental, or other non-profit
organization;

d) Recyclable Materials which are separated at any Premises and which are Transported
by the Owner or Occupant of such Premises (or by their full-time employee) to a
Recycling center;

e) Other Governmental Agencies within the City which can contract for separate Solid
Waste and Recycling services; and,

Contractor acknowledges and agrees that City may permit other Persons beside
Contractor to Collect any or all types of the Recyclable Materials listed in this Article 4.2,
without seeking or obtaining approval of Contractor under this Agreement.

This Agreement to Collect, Transport, Process, and market Recyclable Materials shall be
interpreted to be consistent with State and Federal laws, now and during the Term of the
Agreement, and the scope of this Agreement shall be limited by current and developing
State and Federal laws with regard to Recyclable Materials handling, Recyclable Materials
flow control, and related doctrines. In the event that future interpretations of current
law, enactment or developing legal trends limit the ability of the City to lawfully provide
for the scope of services as specifically set forth herein, Contractor agrees that the scope
of the Agreement will be limited to those services and materials which may be lawfully
provided for under this Agreement, and that the City shall not be responsible for any lost
profits and/or damages claimed by the Contractor as a result of changes in law.

2) Emergency Collections by City. The casual or emergency Collection, removal, disposal or
Diversion of Solid Waste or Recyclable Materials by the City through City officers or
employees in the normal course of their employment;

3) Legally-Required Exemptions. Other Collection, removal or disposal activities required to
be exempt from mandatory franchise services pursuant to law, or entities exempt from
such franchise pursuant to State or Federal law, including but not limited to Non-City
governmental entities located within City boundaries;

4) City Hauls. The Collection, removal, disposal or Diversion of Solid Waste or Recyclable
Materials by the City through City officers or employees in the normal course of their City
employment;
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5)

6)

7)

8)

Oil Waste. This Agreement does not preclude the Collection, processing and/or transport
of oil/used oil by third-party entities duly licensed to handle such waste, such as licensed
automotive shops and mechanic businesses;

Tires. This Agreement does not preclude the Collection, processing and/or transport of
tires by third-party entities duly licensed to handle such waste;

Infectious Waste. This Agreement does not preclude the Collection, processing and/or
transport of Infectious Waste by third-party entities duly licensed to handle such waste;

HHW, White Goods and U-Waste. This Agreement does not preclude the Collection,
processing and/or transport of HHW, White Goods and U-Waste by third-party entities
duly licensed to handle such waste.

4.3 Administration of Agreement
The City Manager or their designee shall administer this Agreement and the City’s Public Works
Director, or their designee, shall supervise Contractor compliance with the Agreement terms and
conditions.

44 Use of City Streets
Such grant of Agreement shall give Contractor the right and privilege to operate Collection
vehicles and equipment on such streets, public ways, rights-of-way, or easements of the City.

4.5 City Request to Direct Changes

45.1

45.2

453

General

City may request Contractor to perform additional services (including new Diversion
programs, etc.) or modify the manner in which it performs existing services. Pilot
programs and innovative services that may entail new Collection methods, different kinds
of services and/or new requirements for Generators are included among the kinds of
changes that City may request. Contractor shall present, within 30 days of a request to
do so by City, a proposal to provide additional or expanded Diversion services pursuant
to the terms of Article 4.5.2. Contractor shall be entitled to request an adjustment in its
compensation in accordance with Article 8.

New Diversion Programs

Contractor shall present, within 30 days of a request to do so by City, a proposal to provide
additional or expanded Diversion services. The proposal shall contain a complete
description of the following:

Collection methodology to be employed (equipment, manpower, etc.)

Equipment to be utilized (vehicle number, types, capacity, age, etc.).

Labor requirements (number of employees by classification).

Type of Containers to be utilized

Provision for program publicity/education/marketing.

A projection of the financial results of the program's operations for the remaining
Term of the Agreement in a balance sheet and operating statement format including
documentation of the key assumptions underlying the projections and the support
for those assumptions.

g. Facility to be utilized.

~P oo T

City's Right to Acquire Services
Contractor acknowledges and agrees that City may permit other Persons besides
Contractor to provide additional Recycling services not otherwise contemplated under
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4.6

4.7

Article 4.5 (City Request to Direct Changes). If pursuant to Article 4.5.2 (New Diversion
Programs), Contractor and City cannot agree on terms and conditions of such services in
ninety (90) days from the date when City first requests a proposal from Contractor to
perform such services, Contractor acknowledges and agrees that City may permit Persons
other than Contractor to provide such services.

4.5.4 Implementing New Services

If 1) Contractor is capable of performing or developing the ability to perform a requested
service or modifying an existing service; and 2) City has agreed to have Contractor provide
such additional service in accordance with Contractor's proposal; and 3) an adjustment in
Contractor's compensation has been requested but has not been agreed upon or
implemented within 90 days, City may permit a third party to perform the requested or
modified existing service, and Contractor shall not be obligated, to perform such
additional or modified service pursuant to the terms of Article 4.5.3.

Ownership Discarded Materials

All Discarded Materials Collected, removed, and Transported by Contractor from the Premises
where produced, generated, and/or accumulated pursuant to this Agreement shall be the
property and responsibility of Contractor.

Once Discarded Materials are placed in Containers and properly presented for Collection,
ownership and the right to possession shall transfer directly from the Generator to Contractor by
operation of this Agreement. Contractor is hereby granted the right to retain, Recycle, Process,
reuse, and otherwise use such Discarded Materials or any part thereof, in any lawful fashion or
for any lawful purpose consistent with the hierarchy and goals of SB 1383 and other Applicable
Law. Subject to the provisions of this Agreement, Contractor shall have the right to retain any
benefit resulting from its right to retain, Recycle, Process or reuse the Discarded Materials that it
Collects. Discarded Materials or any part thereof, which are delivered to a Facility (Processing
Facility, transformation Facility, Approved Transfer Facility or Material Recovery Facility) shall
become the property of the owner or operator of the Facility(ies) once deposited there by
Contractor. The City may obtain ownership or possession of Discarded Materials placed for
Collection upon written notice of its intent to do so, however, nothing in this Agreement shall be
construed as giving rise to any inference that City has such ownership or possession unless such
written notice has been given to Contractor.

City’s Right To Perform Service

In the event Contractor fails to Collect, remove, and Dispose of Solid Waste, Discarded Materials
on a C’s regularly scheduled Collection day within twenty-four (24) hours of a request from City
or a Customer to do so, City may Collect said materials and Contractor shall be liable for all related
expenses incurred by City. Such expenses include but are not limited to Disposal, administrative,
and legal costs. Contractor shall reimburse City for such expenses as required.

In the event Contractor does not Collect any item or Container of Solid Waste material due to a
Customer’s non-compliance with rules and regulations, Contractor shall attach a tag securely to
the item or container not Collected specifying the reasons for non-Collection. The tag shall
contain Contractor’s name and telephone number.

Article 5. Direct Services

5.1 General
The work to be performed pursuant to this Agreement shall include the furnishing of all labor,
materials and equipment necessary for, and the Collection of all Solid Waste and Recyclables
from, Residential Units and Commercial and Industrial Units within the City according to the terms
of this Agreement, and the disposal, recycling and/or Diversion of such materials. Contractor shall
own or lease and maintain at its expense all equipment necessary to perform its duties as
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provided for under the Agreement, including sufficient radio equipment for office to field
equipment communication. All work shall be accomplished in a courteous, thorough and
workmanlike manner and adhere to the highest standards consistent with the best practice in the
industry. The enumeration of, and specification of requirements for, particular aspects of service
quality shall not relieve Contractor of the duty of accomplishing all other aspects in the manner
provided in this Article, whether such aspects are enumerated elsewhere in the Agreement or
not.

5.2 Solid Waste, Recycling, and Organic Materials Collection Services

5.2.1 General

No later than January 1, 2022, Contractor shall provide a three-Container Collection program for
the separate Collection of Source Separated Recyclable Materials, Source Separated Organic
Materials, and Solid Waste as specified in this Section 5.2, using Containers that comply with the
requirements of Section 5.5.3.

5.2.2 Solid Waste

Contractor shall provide gray or black lidded Carts with gray bodied Carts or gray bodied Bins to
Customers for Collection of Solid Waste, and shall provide Solid Waste Collection service, as
described in this Section. Contractor shall Transport the Solid Waste to (i) the Approved Disposal
Facility, or (ii) the Approved Transfer Facility for Transfer and Transport to an Approved Disposal
Facility, as specified in Section 5.10. Contractor may allow carpets and textiles to be placed in the
gray Containers. Prohibited Container Contaminants shall not be Collected in Solid Waste
Containers. The Containers shall comply with the requirements of Section 5.5.3.

5.2.3 Recyclable Materials

Contractor shall provide blue lidded Carts with gray or blue bodied Carts or blue bodied Bins to
Customers for Collection of Source Separated Recyclable Materials and shall provide Source
Separated Recyclable Materials Collection service, as described in this Section. Contractor shall
Transport the Source Separated Recyclable Materials to (i) the Material Recovery Facility, or (ii)
the Approved Transfer Facility for Transfer and Transport to the Material Recovery Facility, as
specified in Section 5.10. Prohibited Container Contaminants shall not be Collected in the
Recyclable Materials Containers. The Containers shall comply with the requirements of Section
5.5.3.

5.2.4 Organic Materials

Contractor shall provide green lidded Carts with gray or green bodied Carts or green bodied Bins
to Customers for Collection of Organic Materials and shall provide Organic Materials Collection
service, as described in this Section. Organic Materials that are to be accepted for Collection in
the Organic Materials Collection program include Food Scraps; Food-Soiled Paper; Yard
Trimmings. Contractor shall Transport the Organic Materials to (i) the Approved Organic Materials
Processing Facility, or (ii) the Approved Transfer Facility for Transfer and Transport to the
Approved Organic Materials Processing Facility, as specified in Section 5.10. Prohibited Container
Contaminants shall not be Collected in the Organic Materials Containers. The Containers shall
comply with the requirements of Section 5.5.3.

No later than effective date of the Agreement, Contractor shall implement an Organic Materials
Collection program that allows Generators to intentionally commingle Food Waste and Yard
Trimmings in the green Containers to all Residential, Multi-Family, and Commercial business.
Contractor shall provide Organic Materials Collection service, as described in this Section of this
Agreement and Transport the Organic Materials to (i) the Approved Organic Materials Processing
Facility, or (ii) the Approved Transfer Facility for Transfer and Transport to an Approved Organic
Materials Processing Facility.
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53

5.4

Refusal to Provide Collection Services

Contractor may refuse to Collect Recyclable Materials and shall not be obligated to continue to
provide Recycling Container(s) to any participant in the Recycling program who, after reasonable
warning by Contractor, fails to properly sort and set out Recyclable Materials. Contractor shall
report monthly to City any warning notices issued to customers for materials that are improperly
sorted and set out.

Marketing and Sale of Recyclable Materials

Contractor shall be responsible for the marketing and sale of all Recyclable Materials Collected
pursuant to this Agreement. Revenues, if any, from the sales of these materials shall be applied
to the cost of service under the Agreement to reduce Contractor's compensation. Contractor
shall sell all Recyclable Materials Collected pursuant to this Agreement at not less than fair market
value as described in Article 8, Contractor's Compensation and Rates.

5.5 Operations

5.5.1 Schedules

To preserve peace and quiet, no Discarded Materials shall be Collected from or within two
hundred (200) feet of Residential Premises between the hours in accordance with City’s Municipal
Code Chapter 8.16, Residential Discarded Materials shall be Collected, Monday through Friday on
the same day. Commercial Discarded Materials shall be Collected, Monday through Sunday on
the same day. The one exception is the Contractor may elect to Collect motor oil and filters with
a separate vehicle using an on-call program. When the regularly scheduled Collection day falls on
a Holiday, Collection shall take place on the following regularly scheduled Collection day. In the
event the Contractor misses the Collection of set out Discarded Materials, the Contractor shall
Collect the missed pickups within one (1) Business Day of notification.

5.5.2 Vehicles

A. General. Contractor shall provide a fleet of Collection vehicles sufficient in number and
capacity to perform the work required by this Agreement in strict accordance with its terms.
No vehicle shall be more than 10 years old. Contractor shall have available on Collection days
sufficient back-up vehicles in order to respond to Complaints and emergencies.

B. Specifications. All vehicles used by Contractor in providing Discarded Materials Collection
services under this Agreement shall comply with all Federal, State, and local requirements for
such vehicles as they now exist or may be amended in the future and be registered with the
California Department of Motor Vehicles. All such vehicles shall have watertight bodies
designed to prevent leakage, spillage, or overflow. All such vehicles shall comply with U.S.
Environmental Protection Agency noise emission regulations and other applicable noise
control regulations.

C. Condition.
1) Contractor shall maintain all of its properties, facilities, and equipment used in providing
service under this Agreement in a safe, neat, clean and operable condition at all times.

2) Contractor shall inspect each vehicle daily to ensure that all equipment is operating
properly. Vehicles which are not operating properly and represent a safety hazard shall
be taken out of service until they are repaired and do operate properly and safely.
Contractor shall perform all scheduled maintenance functions in accordance with the
manufacturer's specifications and schedule, and comply with all Federal, State, and local
requirements with respect to vehicle maintenance and inspection as they now exist or
may be amended in the future. Contractor shall keep accurate records of all vehicle
maintenance, recorded according to date and mileage and shall make such records
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available to City upon request.

3) Contractor shall repair, or arrange for the repair of, all of its vehicles and equipment for
which repairs are needed because of accident, breakdown or any other cause so as to
maintain all equipment in a safe and operable condition. Contractor shall maintain
accurate records of repair, which shall include the date/mileage, nature of repair and the
signature of an authorized personnel that the repair has been properly performed.

4) Contractor shall arrange all vehicles and other equipment in safe and secure location(s)
in accordance with all applicable zoning regulations.

D. Vehicle Identification. Each truck shall display in a prominent place a sign approved by the
City.

E. Operation. Vehicles shall be operated in compliance with the California Vehicle Code, and all
applicable safety and local ordinances. Contractor shall not load vehicles in excess of the
manufacturer's recommendations or limitations imposed by State or local weight restrictions
on vehicles.

5.5.3 Solid Waste, Recycling, and Organic Materials Containers

Contractor shall supply each Single-Family Dwelling Unit with a 20, 32, 64 or 96 gallon Container
for Solid Waste. The fee for each size Container is shown in Exhibit C. In addition each Single-
Family Dwelling Unit will receive from Contractor a 64 or 96 -gallon Container for all commingled
Recyclable Materials and a 64 or 96-gallon Container for Organic Materials. Contractor shall upon
request supply each multi-family complex and Commercial or governmental agency with a 64 or
96 gallon Container for Recyclables and a 64 or 96-gallon Container for Organic Materials.
Commercial customers using the organic containers for general food waste will be provided up to
a 64-gallon container due to weight issues for collection. If requested, the Customer may switch
between a 32, 64 or 96 gallon Recyclable or Organic Materials Container. Containers shall be
identified for Recyclable Materials only with signage approved by the City. Contractor agrees to
provide additional Containers, as requested, by all Persons at the rental rate as shown on Exhibit
C.

City and Contractor acknowledge that from time to time, a Customer may damage or destroy a
Container. City and Contractor also acknowledge that from time to time Containers may be stolen
from the Curb or damaged due to normal use. The fee schedule to replace lost Containers is
shown on Exhibit C.

A. Contractor shall use the Contractor-provided Collection Containers that are currently located
at Customers’ Premises. If Customer is currently utilizing Collection Containers that are were
not provided by the Contractor, Contractor shall provide Containers from current inventory,
unless it is a franchise customer supplied compactor box serviced by Contractor.

B. No later than December 31, 2035, Contractor shall provide all Customers with Collection
Containers that comply with the Container color requirements specified in this Section or as
otherwise specified in 14 CCR Section 18982; 14 CCR, Division 7, Chapter 12, Article 3; or other
Applicable Law. Contractor shall present proposed color changes that are different that those
identified in Section 5.2 to the City for review and approval at least sixty (60) days in advance
of Contractor Container purchases or repainting of metal Containers.

C. Ifan existing Container breaks or is otherwise rendered non-functional on or after date of this
Agreement, the Contractor shall replace the non-functional Container with a Container that
complies with the color requirements of this Section. Notwithstanding this Section, the
Contractor is not required to replace functional Containers, including Containers purchased
prior to date of this Agreement, that do not comply with the color requirements of this Section
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prior to the end of the useful life of those Containers, or prior to January 1, 2036, whichever
comes first.

D. Solid Waste Carts. Solid Waste Carts must have a lid that are gray or black in color. Solid
Waste Bins and Contractor owned franchised Roll-Off Boxes must have a body that is gray in
color. Hardware such as hinges, lids and wheels on the Solid Waste Container may be a
different color.

E. Recyclable Materials Carts. Recyclable Materials Carts must have a lid that is blue in color.
Recyclable Materials Bins and Contractor owned franchised Roll-Off Boxes must have a body
that is blue in color. Hardware such as hinges and wheels on the Recyclable Materials
Containers may be a different color.

F. Organic Materials Carts. Organic Materials Carts must have a lid that are green in color.
Organic Materials Bins and Contractor owned franchised Roll-Off Boxes must have a body that
is green in color. Hardware such as hinges and wheels on the Organic Materials Containers
may be a different color.

G. Labels.
1) Labels on Existing Containers or Lids
Contractor shall ensure a label on the body or lid of each Container has been provided to
a Customer that includes language or graphic images, or both, that indicate the primary
materials accepted and the primary materials prohibited in that Container. Labels shall
clearly indicate items that are Prohibited Container Contaminants for each Container.

2) Imprinted or In-Mold Labels for New Containers or New Lids

On or before date of Agreement, Contractor shall imprint or label new Cart bodies or lids
with text or graphic images that indicate the primary materials accepted and the primary
materials prohibited in that Container. Labels shall clearly indicate items that are
Prohibited Container Contaminants for each Container. Prior to ordering any Containers
or lids with in-molds or labels, Contractor shall submit a sample of its proposed label,
proposed location(s) for placement of labels on each type of Container, and its labeling
plan to the City Manager or designee for approval.

H. City Rights at Expiration of Term. Upon expiration or early termination of Agreement, City
may purchase all Containers put into service at Customer Premises during the Term of the
Agreement and shall become property of the City at a value negotiated in good faith between
the two parties factoring the depreciation and scrap value or at no cost to the City if such
Containers are fully depreciated. All Containers and Compactors purchased and put into
service at Customer Premises during the Term of the Agreement that have not been fully
depreciated shall be available to the City, at the City’s option, at a cost reflecting the net book
value, plus scrap value.

I.  Kitchen Pails. The City’s Designee shall provide, and Contractor shall distribute upon customer
request, kitchen pails designed to contain Food Scraps prior to placement in the Customer’s
Organic Materials Cart. Contractor will be responsible for distribution of kitchen pails to
Single-Family and Multi-Family Customers upon request, from Contractor’s office beginning
date of this Agreement. City’s Designee may restock Contractor inventories at local offices for
distribution to new residents or residents who need a replacement.

5.5.4 Litter Abatement

Contractor shall use due care to prevent Discarded Materials from being spilled or scattered
during the Collection or Transportation Process. If any Discarded Materials are spilled during
Collection, Contractor shall promptly clean up all spilled materials. Each Collection vehicle shall
carry a broom, shovel and oil spill kit at all times for this purpose.
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5.6

5.5.5 Personnel

A.

General. Contractor shall furnish qualified drivers, mechanical, supervisory, clerical, and
other personnel as may be necessary to provide services required by this Agreement in a safe
and efficient manner.

Identification. Contractor shall ensure that while on duty each Collection worker wears a
clean uniform that displays the Contractor's company name and the worker's name or
identification number.

Fees & Gratuities. Contractor shall not, nor shall it permit any agent, employee, or
Subcontractors employed by it to request, solicit, demand, or accept, either directly or
indirectly any compensation or gratuity for any services performed under this Agreement
except as provided in Article 8 of this Agreement.

Training. All drivers shall be trained and qualified in the operation of vehicles they operate
and must possess a valid license, of the appropriate class, issued by the California Department
of Motor Vehicles. Contractor shall provide adequate operations, health and safety training,
and Hazardous Waste identification and handling training for all of its employees who use or
operate equipment or who are otherwise directly involved in Collection or other related
operations.

Customer Courtesy. Contractor shall train its employees in Customer courtesy, shall prohibit
the use of loud or profane language, and shall instruct Collection crews to perform the work
quietly. Contractor shall use its best efforts to ensure that all employees present a neat
appearance and conduct themselves in a courteous manner. If any employee is found to be
discourteous or not to be performing services in the manner required by this Agreement,
Contractor shall take all necessary corrective measures. If City has notified Contractor of a
Complaint related to discourteous or improper behavior, Contractor will reassign the
employee to duties not entailing contact with the public while Contractor is pursuing its
investigation and corrective action process.

Disposal Requirements

A.

D.

Contractor shall Dispose of all Solid Waste Collected under this Agreement at Contractor's
own expense and in accordance with all Federal, State and local laws, rules, and regulations.
Contractor shall be solely responsible for securing an appropriate location for Disposal of all
Solid Waste Collected by Contractor pursuant to this Agreement.

Contractor shall secure within 90 days of the Effective Date of this Agreement, sufficient
Disposal site capacity commitment including landfill Disposal site capacity to adequately serve
the reasonable anticipated Solid Waste Disposal needs of Contractor’s Customers. City
reserves the right to review said Disposal capacity commitments.

If Contractor receives notice from the landfill operator or recyclables processor or otherwise
finds, during the term of the Agreement, to be prevented from delivering Solid Waste to the
designated site, Contractor shall immediately notify, in writing, the City Manager, stating the
reason(s) Contractor is prevented, or expects to be prevented, from delivering Solid Waste at
the Approved Facility. Contractor shall expeditiously identify and evaluate alternative sites.
An alternative designated site or sites shall be arranged for and secured by Contractor.

The Parties understand and agree that City intends to commence and participate in waste
Diversion and resource recovery programs pursuant to regional and/or local implementation
of AB 939, or such other programs as may be established by City.
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5.7

5.8

E. Contractor shall deliver all Solid Waste to any landfill which collects the San Luis Obispo
County AB 939 Tipping Fee Surcharge and Waste Management Program Fund Fee, pursuant
to County Resolution No. 90-383. If the Contractor delivers Solid Waste to a landfill which
does not collect the County Tipping Fee Surcharge and Waste Management Program Fund
Fee, the Contractor will make, on a monthly basis, the equivalent payment directly to the
County’s Waste Management Tipping Fee - AB 939 Trust Fund #0159 and Waste Management
Tipping Fee Trust - Site Fund # 0160.

F. Payment of the equivalent fees shall be made to County within thirty (30) days after the end
of each calendar month, or prorated portion thereof, in which the Contractor delivers waste
to an alternate Facility. In the event that Payment is not received by County within thirty (30)
days after the date specified, then Contractor shall pay a penalty of ten (10) percent on the
outstanding balance, and Contractor shall also pay to County interest on the outstanding
balance at a rate of ten percent (10%) per annum, or the maximum legal rate of interest,
whichever is greater, from the date of Contractor’s failure to pay.

G. Contractor hereby agrees to Dispose of all or a portion of the Discarded Materials Collected
pursuant to this Agreement in such manner as may be reasonably designated by City. In the
event that City designates a different manner of, or location for, Processing or Disposal of
Discarded Materials than anticipated in this Agreement, City shall defend, indemnify and save
harmless Contractor, its officers, agents and employees from any and all claims, demands,
damages, costs, expenses (including attorney's fees), judgments or liabilities arising out of, or
connected with the manner, or location for Processing or Disposing of the Discarded
Materials, as designated by the City.

H. In the event Contractor's costs decrease or increase as a result of City designating a different
manner of, or location for, Processing or Disposal of than anticipated in this Agreement, either
Contractor or City may request an adjustment in Collection rates which adjustment shall be
effective at the time the designated manner of Disposal begins. City will not unreasonably
deny any such adjustment. In the event Contractor receives any additional compensation for
the value, if any, of the Solid Waste or Recyclable Materials Disposed in such a manner, such
compensation shall be considered in connection with future rate adjustments.

Container Cleaning

5.7.1 Single Family Containers
Contractor shall set a steam cleaning fee and/or a clean Container exchange fee for customers with carts
requesting such service up to two (2) times per year ..

5.7.2 Multi-Family and Commercial Containers

Contractor shall steam clean and refurbish all Multi-Family and Commercial Bins at Contractor’s
own expense up to twice per year upon request. Customers desiring more frequent cleaning may
arrange additional cleaning with Contractor at a rate established by City, including pick-up,
cleaning, and replacement of Container. Contractor shall set a steam cleaning fee and/or a clean
Container exchange fee for customers with carts requesting such service up to two (2) times per
year.

Clean-Up Week

Each year throughout the term of this Agreement for a period of one week in the spring and one
week in the fall, Contractor shall Collect during regularly scheduled service and at no additional
charge to Customers or City all Solid Wastes placed at the Curb by Residential Customers in
addition to each Customer’s normal level of service pursuant to rules as mutually agreed by the
Parties. Said weeks shall be established annually as mutually agreed by the Parties. Contractor
shall prepare related public education materials and arrange for publication or broadcasting said
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5.9

5.10

materials. Contractor shall pay all advertising costs for said week.

Free Solid Waste and Recycling Service

Contractor shall provide free collection of at least forty (40) public litter containers and at least
forty (40) Recyclable Material public litter containers located in public areas, as determined by
City’s Public Works Director, or their designee. In addition, Contractor will provide and service a
Bin for Solid Waste and Recyclable Materials generated at the Morro Bay Household Hazardous
Waste Facility.

Material Processing

A. General. Contractor shall Transport all Discarded Materials to the Approved Facility(ies) and
shall Transfer, Process, and Dispose of Discarded Materials in accordance with Section 5.2.
The Approved Facilities shall comply with the following requirements:

B. Approved Transfer Facility. Contractor’s Approved Transfer Facility shall be a Transfer Facility
or operation that Transfers Single-Family, Multi-Family, and Commercial Source Separated
Recyclable Materials, Source Separated Organic Waste, and Solid Waste Collected in
accordance with this Agreement.

C. Approved Disposal Facility. Contractor’s Approved Disposal Facility shall be a Disposal Facility
that accepts Single-Family, Multi-Family, and Commercial Solid Waste Collected in accordance
with this Agreement for Disposal.

D. Material Recovery Facility. Contractor’s Material Recovery Facility shall be a Facility or
operation that Processes Single-Family, Multi-Family, and Commercial Source Separated
Recyclable Materials to recover materials designated for Collection in the Recyclable
Materials Container.

E. Approved Organic Materials Processing Facility. Contractor’s Approved Organic Materials
Processing Facility shall be a Facility that Processes Single-Family, Multi-Family, and
Commercial Source Separated Organic Materials to recover Organic Materials.

5.10.1 Receipt of Recyclable Material
The Contractor shall have in place or have made arrangements for a Materials Recovery Facility
or Facilities to receive and accept all deliveries of Recyclable Materials generated in the City.

5.10.2 Status of Materials Recovery Facility

Any Materials Recovery Facility used by Contractor must be designed and constructed in
accordance with all applicable State and local laws (e.g., CEQA, California Code of Regulations,
etc). The Materials Recovery Facility must have all permits from Federal, State, regional, County
and City agencies necessary for it to operate as a Material Recovery Facility and must be in full
regulatory compliance with all such permits.

The selected Materials Recovery Facility must be authorized to accept, under its existing permit,
and have sufficient uncommitted capacity to accept, all Recyclable Materials delivered to it by, or
on behalf of, the City for the term of this Agreement. Contractor shall immediately notify City of
any notice of breach or default received from Materials Recovery Facility.

5.10.2.1 Approved Facility(ies) Unavailable/Use of Alternative Facility(ies).

If Contractor is unable to use the Approved Processing Facility(ies) due to an event that meets the
requirements for excusing Contractor from performance of this specific obligation as described in
Section 5.10 Contractor shall use an Alternative Facility provided that the Contractor provides
written notice to City Manager. Within forty-eight (48) hours of emergency or sudden and
unforeseen closure, the Contractor shall provide a written description of the reasons the use of
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5.12

the Approved Facility is not feasible, and the period of time Contractor proposes to use the
Alternative Facility. Such a change in Facility shall be temporarily permitted until such time as the
City Manager is able to consider and respond to the use of the proposed alternative Processing
Facility. If the use of the proposed Alternative Facility is anticipated to or actually does exceed
thirty (30) days in a consecutive twelve (12) month period, the use of such Processing Facility shall
be subject to approval by the City Manager. The City Manager may, in their sole discretion,
approve, conditionally approve, temporarily approve, or disapprove of the use of the proposed
Alternative Processing Facility. If the City disapproves the use of the proposed Alternative Facility,
the Parties shall meet and confer to determine an acceptable Facility.

If Contractor becomes unable to deliver the City's Recyclable Materials to the Materials Recovery
Facility due to causes within its control and which could have been avoided by the exercise of due
care, the Contractor shall arrange for it to be accepted at another Materials Recovery Facility, in
which case Contractor shall pay for any increased transportation costs, any differences in the fees
charged at such Materials Recovery Facility and the fees then in effect under this Agreement. If
Contractor's inability to deliver the City's Recyclable Materials to the Materials Recovery Facility
is not due to causes within its control or which could have been avoided by the exercise of due
care, then Contractor shall propose alternative Material Recovery Facilities including all related
costs and City shall select the alternative to be used. The City shall pay for the increased cost of
using an alternative facility.

5.10.2.2 Disposition of Unauthorized Waste

Contractor shall ensure that procedures to identify and reject materials delivered to the Materials
Recovery Facility which are Hazardous Waste, or which otherwise may not be legally accepted at
the Materials Recovery Facility under their permits, are in place. Contractor may, in the course of
implementing such procedures, refuse to accept Recyclable Materials deposited from the City if
they constitute Hazardous Waste, or otherwise may not be legally accepted at the Materials
Recovery Facility, and Contractor shall be solely responsible of the materials that are accepted. If
Contractor discovers Hazardous Waste, or other material that may not be legally accepted, among
materials that it has accepted, it shall Dispose of such waste at its own expense. Contractor may
pursue all legal rights and remedies it may have against the Generator(s) of such Hazardous
Waste, if the Generator(s) can be identified.

Disposal

Contractor shall ensure that the residual from the Recyclable Materials delivered to the Materials
Recovery Facility by the Contractor are Disposed of at the Materials Recovery Facility in full
regulatory compliance.

Contamination Monitoring

The City’s Designee shall perform SB 1383 activities required for the identification of Prohibited
Container Contaminants which includes but is not limited to, record keeping, provision of
educational notices and reporting. The Contractor shall comply with the enforcement measures
in Morro Bay Municipal Code Chapter 8.18 and report in writing any Contractor performed
activities regarding the identification of Prohibited Container Contaminants to the City and City’s
Designee, such report shall include but is not limited to, record keeping, provision of educational
notices, cart tags, any records or other documents generated pursuant to MBMC 8.8.150 and
8.8.160, and reporting.

Article 6. Other Services

6.1

Billing and Collection of Charges

Contractor shall be responsible for directly billing and collecting charges due from all Residential
and Commercial Customers at rates established by City as further set forth in Exhibit C. Contractor
shall bill Residential Customers bi-monthly in advance and Commercial Customers monthly in
arrears. The City shall approve the format of the bills sent to Customers.
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6.2

6.3

Contractor shall be solely responsible for collecting all delinquent charges pursuant to a collection
method approved by City. City shall not be responsible for paying Contractor for said delinquent
charges, provided, however, City may, at its sole discretion, establish a method for City to collect
said delinquent charges as allowed by law.

Contractor agrees to print, insert and distribute brochures, newsletters, or other information
developed by the City as single-sheet, double sided bill inserts in Contractor’s Customer invoices
at no additional charge to the City. Bill inserts shall be designed by the City and/or its Designee
with review and comment by Contractor, and final approval by the City. Annually, Contractor shall
be responsible for printing the bill inserts. For Customers receiving electronic bills, Contractor
agrees to distribute brochures, newsletters, or other information developed by the City, as
attachments to Customer invoices at no additional charge to the City. Contractor shall provide
electronic bill inserts (or separate email attachments) to Customers who are billed electronically,
and paper bill inserts to Customers who receive paper bills. Electronic bill inserts/attachments
must be readily available for the Customer to view upon receipt of the invoice (attachments shall
not be provided as links). Upon City request for such inserts, Contractor shall comply with such
request during its next billing cycle for the targeted Customer group. Contractor shall perform this
service with no additional requirement for compensation.

Accounting
Contractor shall keep a system of books and accounts relating to Contractor's performance of
services under this Agreement in accordance with generally accepted accounting principles and
shall keep all records for a period of at least three (3) years after the termination of this
Agreement.

City Manager or their designee shall have the right to examine all records and accounts Monday
through Friday between the hours of 8:00 a.m. and 5:00 p.m. upon twenty-four (24) hours
advance notice. A certified public accountant selected by Contractor shall prepare at Contractor's
expense an audit of Contractor's financial records related to this Agreement. The scope of the
audit shall be specified by the City.

This audit and said accountant's report shall be submitted to City not later than six (6) months
following the close of Contractor's Fiscal Year or as otherwise mutually agreed by the Parties.

City reserves the right to perform an audit at City's expense. In the event there is a discrepancy
of five (5) percent or more between the City's audit and Contractor's audit using generally
accepted accounting principles, Contractor shall reimburse City for the cost of said audit.

Education

A. Program Objectives. The City’s Designee shall be responsible for designing, implementing,
and conducting a public education and outreach program. The City’s public education and
outreach strategy may focus on improving Generator understanding of the benefits of, and
opportunities for, source reduction, reuse, and landfill Disposal reduction and supporting
compliance with Applicable Laws and regulations, including, but not limited to SB 1383. The
cumulative intended effect of these efforts is to reduce each Generator’s Solid Waste and,
ultimately, Disposal of Solid Waste, and Contractor agrees to support and not undermine or
interfere with such efforts.

B. Contractor Cooperation and Support for City Educational Efforts. Contractor acknowledges
that they are part of a multi-party effort to operate and educate the public about the regional
integrated waste management system. Contractor shall cooperate and coordinate with the
City Manager or his/her designee, or the City’s Desighee on public education activities to
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6.5

6.6

minimize duplicative, inconsistent, or inappropriately timed education campaigns. The
Contractor shall cooperate with and shall not impede, interfere, or attempt to impede or
interfere with the implementation, expansion, or operation of public education and outreach
programs or campaigns conducted by the City. Cooperation with City’s Designee shall include,
without limitation, (i) the mailing, website advertisement and/or other circulation of
educational materials developed in cooperation with City’s Designee, (ii) the development of
accurate education materials and designs for educational materials in cooperation with City’s
Designee, and/or (iii) the provision of supplemental educational material as described
immediately below.

C. Supplemental Education. Contractor shall obtain approval from the City on all Contractor-
provided public education materials outside of the City’s education plan, including, but not
limited to: print, radio, television, or internet media before publication, distribution, and/or
release. City shall have the right to request that Contractor include City identification and
contact information on public education materials and approval of such requests shall not be
unreasonably withheld.

D. Annual Notice of Requirements. Not less than once per year during each calendar year, City’s
Designee shall provide to each Generator information specified in 14 CCR Section 18985.1(a).
Should the annual notice be in the form of a mailer, Contractor shall coordinate with City’s
Designee to distribute such mailer by Contractor to all Residential and Commercial mailing
addresses including individual Multi-Family Dwelling Units. Contractor shall also make this
notice available in an electronic format through the Contractor’s website.

Liaison With City

Contractor shall maintain on-going liaison with City regarding all Solid Waste management
activities and any matters relating to the performance of this Agreement, including Complaints.
Such liaison includes but is not limited to Contractor’s attendance at monthly Public Works
Advisory Board meetings and any special meetings thereof as well as attendance at City Council
meetings as requested by the City.

Complaints
Contractor shall maintain a record of all written and verbal Complaints received, which shall be
provided to City upon request. Said record shall contain at minimum information as follows,
subject to cooperation from the public:
e Name, address, and telephone number of complaining party;
Name, service address, and telephone number if different than above;
Description of problem/Complaint and related date and time if applicable;
Date received; and
Date and description of Contractor's response and action taken.

Complaints received from Customers or City shall be acted upon immediately and Contractor shall
make every reasonable effort to resolve said Complaints within twenty-four (24) hours of receipt.

Office

Contractor shall maintain an office in San Luis Obispo County, or such other area as may be
mutually agreed by the Parties, at a fixed location where Customers may arrange for service and
file Complaints. Telephone numbers shall either be a local or a toll-free call to residents and
businesses of the City. Contractor shall at all times between 9:00 a.m. and 5:00 p.m., Monday
through Friday, except Holidays, have qualified personnel with whom City and members of the
public may communicate. Contractor shall provide to City an emergency telephone number and
contact person accessible twenty-four (24) hours per day. Contractor's office and telephone shall
be open to the public during normal business hours. Contractor shall have a representative,
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answering or message providing/receiving (voicemail) service available at said after hours
telephone number.

6.7 Procurement of Recovered Organic Waste Products

A. Renewable Natural Gas (RNG) Vehicles. Under this Agreement, the Contractor shall make a
best effort for all Collection vehicles to be powered by RNG generated by a local facility or
powered by RNG that is purchased through a wheeling agreement with a party(ies), provided
that the wheeling agreement is for purchase of gas derived from Organic Waste that has been
diverted from a Landfill and Processed at an in-vessel digestion Facility that is permitted or
otherwise authorized by Title 14 of CCR to recover Organic Waste and meets the
requirements of 14 CCR Section 18993.1(h). Upon City’s request, Contractor shall obtain and
provide the City with a written certification by an authorized representative of the publicly
owned treatment works or the wheeling agreement Contractor certifying that the in-vessel
digestion Facility produces the RNG consistent with the requirements of 14 CCR Section
18993.1(h). Contractor shall maintain records of the amount of RNG purchased and shall
report this information in accordance with Exhibit D. Contractor shall agree to the City the
right to report this RNG usage toward the City’s fulfiiment of its annual recovered Organic
Waste product procurement target in accordance with 14 CCR Section 18993.1.

B. Power. To the extent that electricity produced from the Approved Organic Materials
Processing Facility qualifies for City’s procurement credit under SB 1383, City shall be
allocated its proportional share of such qualified electricity usage based on the inbound
tonnage delivered by City divided by the total inbound tonnage of the Approved Organic
Materials Processing Facility for that same time period.

C. Compost Give-Away Events. Contractor shall make available for distribution an annual total
of at least one thousand (1,000) cubic yards of Compost for all Member Agencies, including
but not limited to the City, utilizing the Approved Processing Facility to City residents at no
additional cost to the City or Customers at two (2) public events. To the extent that such
distribution qualifies for City's procurement credit under SB 1383, City shall be allocated its
proportional share of such qualified procurement based on the inbound Tonnage of Organic
Materials collected by Contractor from City divided by the total inbound Tonnage of the
Approved Organic Materials Processing Facility to which Contractor delivered such City
Tonnage during the applicable measurement period by each Member Agency. The location,
date, and time of such events shall be determined by the City with notice provided to the
Contractor within twenty (20) Business Days of the date of the event and may be held in
conjunction with other City -approved events. Contractor shall deliver the Compost to the
agreed-upon event location at no cost to City. Contractor shall provide at least one (1)
attendant for at least six (6) hours per event.”

6.8 Generator Waivers and Contractor Exemptions
A. General. The City’s Designee may grant waivers described in this Section to Commercial or
Multi-Family Generators that impact the scope of Contractor’s provision of service for those
Customers; provided, the Generator shall continue to subscribe with Contractor for
franchised Collection services to the extent such services are not waived by the City. Waivers
issued shall be subject to compliance with SB 1383 requirements, pursuant to 14 CCR Section
18984.11, or other requirements specified by the City.

01181.0014/727668.4{00104898.DOC.} Page 31

CC_2022-09-13 Meeting Page 109 of 165



City of Morro Bay / Morro Bay Garbage Service, Inc.

Restated Solid Waste, Recycling, and Organic Materials Services Franchise Agreement

B. Generator Waivers.

1) De Minimis Waivers. The City’s Designee may waive a Multi-Family’s, Commercial
Business’, or its Property Owner’s obligation to comply with some or all of the Source
Separated Recyclable Materials and Organic Materials requirements set forth in this
Agreement, SB 1383 Regulations, and/or as required in the City’s Municipal Code if the
Multi-Family, Commercial Business, or its Property Owner provides documentation, or
the City’s Designee has evidence demonstrating one of the following de minimis
conditions:

a) The Multi-Family’s or Commercial Business’ total Solid Waste Collection service is two
(2) cubic yards or more per week, and Organic Materials subject to Collection
comprises less than twenty (20) gallons per week, per applicable Container, of the
Multi-Family’s or Commercial Business’ total waste; or,

b) The Multi-Family’s or Commercial Business’ total Solid Waste Collection service is less
than two (2) cubic yards per week, and Organic Materials subject to Collection
comprises less than ten (10) gallons per week, per applicable Container, of the Multi-
Family’s or Commercial Business’ total waste.

2) Space Constraint. The City’s Designee may waive a Multi-Family’s, Commercial Business’,
or its Property Owner’s obligation to comply with some or all of the Source Separated
Recyclable Materials or Organic Materials Collection service requirements set forth in this
Agreement, SB 1383 Regulations, and/or as required in the City’s Municipal Code, in the
event that the Generator qualifies for a space constraint waiver under the City’s Municipal
Code.

C. Review of Waiver Requests.

Generators may submit requests for de minimis waivers and physical space waivers to the
City’s Designee. If a Generator submits a request for a waiver to the Contractor, the
Contractor shall refer the Generator to the City’s Designee. Upon request of the City’s
Designee the Contractor shall support the City’s Designee in the waiver review process by
providing requested Customer information. If the City’s Designee grants a waiver to a
Generator, the City’s Designee shall notify the Contractor and Contractor shall update the
Customer’s information and Service Level.

Article 7. Payments to City
7.1 Franchise Fees.
A. Compensation to City for Grant of Franchise. In consideration for the grant of the franchise
provided herein, Contractor shall pay to City a Franchise Fee equaling 10% of the Gross
Receipts derived by Contractor from the services provided in City to residential and
commercial customers.

Franchise Fees paid to the City pursuant to this Section 7.1 shall be made to City within thirty
(30) days of the conclusion of each month during the Term, payable on or before the last
Business Day of the following month. All remittances by Contractor shall be accompanied by
a report setting forth the basis and calculations used for computing the amount due. Each
payment of the Franchisee Fee shall be accompanied by a statement separately setting forth
the Gross Revenues, including the Net Recycling Revenues, if any, collected by Contractor,
and the computation of the total Franchise Fee due. Each statement shall include the
following certification executed by an officer of the Franchisee: "I hereby certify that the
foregoing statement of Franchise Fee payments as based on Gross Receipts, including Net
Recycling Revenues collected by Contractor, is made by me, that | am authorized to make
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7.2

7.3

7.4

7.5

7.6

7.7

such statement, and that, to the best of my knowledge and belief, it is true, correct and
complete."

Contractor shall pay a delinquent assessment of ten percent (10%) per month on all Franchise
Fees that are not paid within thirty (30) days of the date due. The Parties agree that such
delinquent assessment represents a fair estimate of the City’s added administrative expenses
caused by such delinquent payments.

No acceptance by City of any payment shall be construed as an accord that the amount is the
correct amount, nor shall such acceptance of payment be construed as a release of any claim
City may have against Franchisee for any additional sums payable under the provisions of this
Agreement. All amounts paid shall be subject to independent audit and recompilation by City.

Recycling Development Program and Administration Fee

The Contractor shall pay to the City a monthly Recycling Development Program and
Administration Fee of $2,900.00. The use of program funds shall be at the sole discretion of the
City. All fees paid to the City shall be considered a pass-through cost for purposes of Rate setting.
This fee shall be adjusted annually based on the change in Consumer’s Price Index.

AB 939, AB 341, AB 1826, and SB 1383 Reimbursement. If requested by City, Contractor shall pay
an AB 939, AB 341, AB 1826, and/or SB 1383 reimbursement fee to City each month. In addition,
if the IWMA currently implements an AB 939, AB 341, AB 1826, and/or SB 1383 reimbursement,
or Solid Waste Management fee, Contractor shall pay that fee directly to the IWMA. All AB 939,
AB 341, AB 1826, and/or SB 1383 reimbursements paid to the City shall be considered a pass-
through cost for purposes of Rate setting, subject to the requirements of Article 8.

Business License Tax
Contractor shall pay each annual business license tax.

Other Fees

The City shall reserve the right to set "Other" Fees, as it deems necessary. Such fees shall be set
annually by City resolution and shall be considered a pass-through cost for purposes of Rate
setting, subject to the requirements of Article 8.

Adjustment of Fees
The City may adjust the amount of fees annually. Such adjustment shall be reflected in the rates
that the Contractor is allowed to charge and collect from Customers.

Review of Fee Payments
The City, or its agent, reserves the right to annually perform an independent review of fee
payments, to verify that fees are being paid in accordance with Agreement. The cost of such
reviews will be an allowable cost under the Rate setting methodology unless there are findings
pursuant to Article 12.5.

Article 8. Contractor’'s Compensation and Rates; Proposition 218 Compliance

8.1

Maximum Rate Schedule

In the attached Exhibit C, which is incorporated herein by this reference ("Maximum Rate
Schedule"), the City has established the maximum service rates which may be charged by
Contractor to its Customers in the City. The Maximum Rate Schedule will go into effect on the
Effective Date of this Agreement. Contractor may establish such rates and charges Contractor
believes are appropriate in the marketplace, provided such rates and charges do not exceed the
maximum rates set forth in the Maximum Rate Schedule. Contractor shall not receive any other
fees or compensation for the services to be performed pursuant to this Agreement in excess of
those provided in the Maximum Rate Schedule unless until such additional fees or compensation
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have been duly noticed and subjected to a public hearing process in accordance with Proposition
218.

8.2 Adjustments to Maximum Rate Schedule

A. General. Contractor acknowledges that under current law, increases in the Maximum Rate
Schedule are potentially subject to the substantive and procedural requirements of
Proposition 218. During the Term, the City and Contractor may mutually agree to adjustments
or increases to the Maximum Rate Schedule, subject to the provisions and requirements of
Proposition 218. Any increases in the Maximum Rate Schedule are strictly subject to the
assent of the City and compliance with Proposition 218 as provided in this Article.

B. COLA Adjustments; Government Code § 53756. Subject to the requirements of Proposition
218 and this Agreement, the Maximum Rate Schedule may be adjusted to account for annual
inflationary increases to all regular, weekly service rates for both Single-Family Residential
Units and Commercial and Industrial Units in an amount equal to the annual percent change
in the CPI. This adjustment (the "COLA Adjustment") shall be made each January 1st and shall
be equal to the percentage change in CPI for the year that ended the immediately preceding
September 30 for All Urban Consumers Los Angeles-Long Beach-Anaheim CUURS49ASAQ. The
COLA Adjustment calculation is [current rate X (1 + the percentage change in CPI) = new rate].
Notwithstanding the above, the COLA Adjustment to the Maximum Rate Schedule shall be
subject to the following requirements:

1) The COLA Adjustment may take effect only after it has been adopted and passed by the
City Council pursuant to a Proposition 218 hearing and/or protest process. The COLA
Adjustment shall be enacted consistent with Government Code § 53756, such that no
prior approval of a COLA Adjustment may exceed a period of five (5) years.

2) Commencing from the date of adoption for any COLA Adjustment, such adjustments shall
continue automatically, with notice to Customers, on a year-to-year basis for a period not
to exceed five (5) years after the date such adjustments were adopted in accordance with
Proposition 218.

3) At the end of the five-year period, there shall be no further CPI escalations or other
automatic adjustments to the Maximum Rate Schedule unless or until further automatic
adjustments are adopted through a subsequent Proposition 218 process as required by
Government Code § 53756.

4) Increases for Cost Pass-Throughs. Subject to adoption in accordance with Proposition 218
and this Agreement, the Maximum Rate Schedule (Exhibit C) shall be adjusted to account
for Contractor's increased costs during the Term such that cost increases shall be "passed-
through" to Contractor's customers in the form of service rate adjustments ("Pass-
Through Adjustments"). Such costs that shall be passed-through include, without
limitation: cost increases (i.e. on any direct or indirect cost, whether fixed or variable)
associated with an increase in the level of Contractor’s Solid Waste, Organics or
Recyclables handling services, including new programs or services, increases in tipping
fees, which may be required of, or agreed to by, Contractor, increased actual costs due to
changes in law or legal requirements imposed upon Contractor, and/or increases in the
fees set forth in Article 7 herein.
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5) These Pass-Through Adjustments may be adopted through a Proposition 218 process any
time after the Effective Date of this Agreement. Pass-Through Adjustments, however,
may not be increased automatically each year, but shall remain at status quo unless and
until another Proposition 218 process is undertaken to increase Pass-Throughs again as
needed to cover actual cost increases to be incurred by Contractor. (See, Government
Code § 53756, which only extends automatic increases for inflationary adjustments.)
Contractor agrees to notify City in writing within 30 days of any expected cost increases
that could result in a Pass-Through Adjustment.

C. Purpose of Adjustments. The rates and rate adjustment provisions contemplated by this
Agreement are calculated (1) to provide Contractor with the means to fund Diversion efforts,
(2) to cover all costs and expenses incurred by Contractor in providing the services
contemplated herein, including, without limitation, fuel costs, along with a reasonable profit
and (3) to obtain a certain amount of revenue, if any, from the recovery of Recyclable
Materials. The parties recognize further that recycling markets, along with fuel costs, will
likely fluctuate throughout the Term. Accordingly, the parties understand and agree that
while Contractor will remain obligated to maximize Diversion and identify and pursue
opportunities to market the Recyclable Materials it recovers, Contractor cannot, among other
items, influence or dictate fuel prices or the availability or adequacy of markets for Recyclable
Materials, including beverage containers, and that a future fuel cost increase, or decline in
revenue from the sale of Recyclable Materials may, depending upon the scale of that increase
or decline, justify a cost pass-through in accordance with this Section.

8.3 Proposition 218 Process for Adjustments to Maximum Rate Schedule.

A. Compliance with Proposition 218 Required Timeframes. Further adjustments and/or
increases to the Maximum Rate Schedule, that are non-inflationary or “automatic” as
described by Government Code §53756 are subject to the reasonable assent of the City and
may be subject to compliance with Proposition 218. The City intends to comply with all
applicable laws, including without limitation Proposition 218, concerning the setting of
adjustments to the Maximum Rate Schedule under this Agreement. Contractor shall pay for
the administration of Proposition 218 compliance, including the costs of public noticing.

1) Preliminary Meeting Re Proposed Rate Adjustments. At a minimum, the City and
Contractor will meet at least once per year in April to discuss potential rate adjustments
(increases or decreases) and the justifications therefor. Such meetings will be conducted
between Contractor and the City Manager or their designee. Contractor guarantees that
upon the Services Start Date the Customer rates and/or the Maximum Rates shall be
competitive with the rates charged for similar services to Residential and Commercial and
Industrial customers in the local area.

2) Timing/Notice to City of Rate Adjustment Requests. For any rate adjustment subject to a
Proposition 218 majority hearing process, Contractor hereby acknowledges that it
typically takes 75-90 days to process an adjustment through Proposition 218. Therefore,
Contractor shall provide the City written notice of a requested rate adjustment, with the
specific proposed new rates, at least 120 days from the date such adjusted rates are
contemplated to take effect. Should the Contractor and City not come to an agreement
within 75 days of the initial request for a rate adjustment, in order to allow for adequate
Proposition 218 noticing, the rates as proposed by the Contractor may be noticed by
Contractor to customers via the Proposition 218 requirements, with hearing to be
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coordinated with City in good faith, to ensure the Contractor is able to provide ongoing
safe and reliable service.

B. Indemnification. To the extent permitted by law, Contractor shall indemnify, defend and hold
harmless the City, their officers, employees, agents and volunteers, (collectively, indemnitees)
from and against all claims, damages, injuries, losses, costs, including demands, debts, liens,
liabilities, causes of action, suits, legal or administrative proceedings, interest fines, charges,
penalties and expenses (including attorneys' and expert witness fees, expenditures for
investigation, and administration) and costs or losses of any kind whatsoever paid, imposed
upon, endured or suffered by or assessed against Contractor or any of the indemnitees
resulting from the establishment of the Maximum Rate Schedule under California
Constitution Article XIlIC and Article XIlID to the imposition, payment or collection of rates
and fees for services provided by Contractor under this Agreement. Notwithstanding the
foregoing, this indemnity shall not extend to any portion of the rates that are not associated
with Contractor's costs in providing service, such as governmental fees, franchise fees or
charges, nor shall it apply to any loss arising directly from the negligence of City, its officers
and employees. Nothing herein is intended to imply that California Constitution Articles XIIIC
or XIlID, apply to the setting of rates for the services provided under this Agreement; rather
this Section is provided merely to allocate risk of loss as between the Parties.

C. Notice of Increases to Ratepayers. Contractor shall give prompt written notice of any duly-
adopted rate increases to all customers, which notice shall inform customers of the exact date
on which the increase becomes effective. These notices shall be provided on the Contractor's
publicly-accessible website and shall also be included in those billing invoices mailed out at a
time in conformance with Government Code § 53756, which is 30 days before inflationary
rate increases are to become effective.

D. Rate Increase Not Automatic. While City reserves all powers afforded to cities generally
under the provisions of applicable law, this Agreement, including the rate adjustment
elements hereof, has been agreed to by the parties following arms-length negotiations and
upon advice of counsel, for the dual purposes of safeguarding public health and facilitating
the performance of obligations undertaken by Contractor on City’s behalf and for its benefit.
Accordingly, while this Agreement does not require City’s approval of a Maximum Rate
Schedule adjustment in every case, it does contemplate that City will exercise its powers
reasonably and in good faith, and shall favorably consider and shall accord proper weight to
a Maximum Rate Schedule proposal if accompanied by substantial supporting evidence.
Accordingly, the City Council is completely free within its police powers to exercise its
discretion in considering such matters, and the City has not contracted away any of its police
powers or duties to protect the public health, safety or general welfare of its citizens pursuant
to State and Federal law.

E. Rate Studies. The City shall at its option, have the right but not the obligation, to conduct, or
retain a consultant to conduct, a Proposition 218 rate study once every three (3) years to
review the Maximum Rate Schedule’s substantive compliance with the requirements of
Proposition 218. City shall seek review and input from Contractor on bid specifications and
review of proposals submitted to City for any rate studies that are to be performed.
Contractor shall reimburse City for the cost actually incurred and paid for the rate study.
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Article 9. Records, Reports and Information, Studies, and Hearing
Requirements

9.1

Records

9.1.1 General

Contractor shall maintain all records required to conduct its operations, to support requests it
may make to City, and to respond to requests from City in the conduct of City business as specified
in Exhibit D. Additionally, the Contractor shall also keep and maintain records reasonably
necessary for audits, as required by this Agreement, and shall keep and maintain all records
reasonably necessary to develop reports and financial statements required with respect to this
Agreement. Adequate record security shall be maintained to preserve records from events that
can be reasonably anticipated such as a fire, theft and earthquake. Electronically maintained
data/records shall be protected and backed up.

Contractor shall permit the City, or its designee, to audit, examine, and make excerpts or
transcripts from such data and records, and make copies of all data relating to all matters covered
by this Agreement and the Applicable Law. Contractor shall maintain such data and records in an
accessible location.

Contractor agrees that all data regarding business operations, Customer lists, routing, Tonnage,
Service Levels, work orders issued from dispatch, Customer service logs and account notes, and
work force and bargaining agreements, do not constitute Proprietary Information or Trade
Secrets and shall be made available to the City Contract Manager or their designee upon request.
City is subject to the California Public Records Act (Government Code section 6250, et. seq.) and
nothing in this Agreement is intended to impair City’s requirements or obligations under that Act.

9.1.2 Financial Records

Financial records shall separate all records related to the services performed under this
Agreement from any and all other types of businesses and operations conducted by the
Contractor.

9.1.3 General Records

City approved records shall be maintained for the City separate from other jurisdictions relating
to: Customer services; weight of Recyclable Materials by type of materials; weight of Discarded
Materials; routes; facilities, inventory of equipment and personnel used; facilities and equipment
operations, maintenance and repair; Processing, marketing and sale of Recyclable Materials
including name of the purchaser, the date of sales transaction, Processing cost per Ton, quantity
purchased, value per Ton and net sales records; Complaints; and, missed pickups; and any records
relating to the implementation of SB 1383.

Contractor shall maintain records for a period of five (5) years past the termination of this
Agreement.

9.2 Reports

9.2.1 General.

Contractor shall maintain Customer contact data, Customer service, accounting, statistical,
operational, programmatic, and other records, and associated documentation, related to its
performance as shall be necessary to provide detailed and accurate reports under this Agreement,
and to demonstrate compliance with this Agreement and Applicable Law, in accordance with
Exhibit D. Unless otherwise required in this Agreement, Contractor shall retain all records and
data required to be maintained by this Agreement for the Term of this Agreement plus five (5)
years after its expiration or earlier termination. Records and data shall be in chronological and
organized form that is readily and easily interpreted to facilitate the flexible use of data to
structure reports. Contractor’s records shall be stored in one central location, physical or
electronic, that can be readily accessed by Contractor. Upon request, any such records shall be
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retrieved in a timely manner, not to exceed ten (10) Working Days of a request by the City or its
Designee, and made available to the City or its Designee; including any record or documentation
that the City or its Designee, in their sole discretion, may deem necessary, for the City or its
Designee to fulfill obligations under Applicable Law including, but not limited to, AB 939, AB 341,
AB 1826, AB 876, AB 901, SB 1383, and other current or future Federal, State, or local regulations,
as amended.

9.2.2 Report Formats and Schedule

Records shall be maintained in forms and by methods that facilitate flexible use of data contained
in them to structure reports, as needed. Contractor may propose report formats that are
responsive to the objectives and audiences for each report. The City shall approve the format of
each report.

Monthly reports shall be submitted within twenty (20) calendar days after the end of the month
being reported. Annual reports shall be submitted before March 30th, for the previous calendar
year. Monthly and annual reports shall include at a minimum, all data and information described
in Exhibit D, unless otherwise specified under this Agreement.

Contractor shall submit all reports to the City Manager or its Designee electronically via e-mail
using software acceptable to the City. The City reserves the right to require the Contractor to
maintain records and submit the reports required herein through use of the City-selected web-
based software platform and/or Microsoft Excel spreadsheet, at the Contractor’s expense.

9.2.3 Monthly Reports
Contractor shall provide first monthly report with Customer and Service Level information to City
and its Designee within twenty (20) days of the approved Agreement.

9.2.4 Additional Reports.

The City reserves the right to require Contractor to provide additional reports or documents as
City reasonably determines to be required for the administration of this Agreement or compliance
with Applicable Law.

Pursuant to Exhibit D, at the City’s option, the City may require that Contractor provide the City
copies of the Contractor’s AB 901 reports on a regular basis (such as monthly, quarterly, or
annually) or within ten (10) Business Days of City request. If a Contractor has an agreement with
an Approved Facility, the Contractor shall be required to provide AB 901 reports for those
facilities.

9.2.5 Annual Report

The Annual Report is to be essentially in the form and content of the monthly reports. In addition,
Contractor's annual audited financial reports/statements, with the operations related to the City
services segregated, shall be included. The annual report shall also include a complete inventory
of equipment used to provide all services.

Financial statements shall include a supplemental schedule combining Contractor's results of
operations, separating the specific revenues and expenses, including detailed information with
respect to general overhead claimed by the Contractor, in connection with the operations
provided for in this Agreement from others included in such financial statements. The financial
statements, supplemental schedule, management letter and footnotes shall be prepared in
accordance with Generally Accepted Accounting Principles (GAAP) and audited, in accordance
with Generally Accepted Auditing Standards (GAAS) by a certified public accountant (CPA)
licensed (in good standing) to practice public accounting in the State of California as determined
by the State of California Department of Consumer Affairs Board of Accountancy. The CPA opinion
on Contractor's annual financial statements and supplemental schedule shall be unqualified,
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9.3

9.4

except as to uncertainties for which the ultimate outcome cannot be determined by the date of
the CPA's opinion.

Right to Inspect Records

City shall have the right to inspect or review the payroll tax reports, specific documents or records
required expressly or by inference pursuant to this Agreement, or any other similar records or
reports of Contractor that City shall deem, in its sole discretion, necessary to evaluate annual
reports, compensation applications provided for in this Agreement and Contractor's performance
provided for in this Agreement.

The City retains the right to have an independent third party or agent of the City's choosing
participate in the records inspection. Contractor will reimburse the City for any City incurred cost
of conducting any optional inspection related to Article 9.

Waste Generation/Characterization Studies

Contractor acknowledges that the City must perform Solid Waste generation and Disposal
characterization studies periodically to comply with AB 939 requirements. Contractor agrees to
participate and cooperate with City and its agents to accomplish studies and data collection and
prepare reports as needed to determine weights and volumes of Solid Waste generated, Diverted,
Disposed, transformed, or otherwise handled/Processed to satisfy AB 939 requirements.

Article 10. Indemnification, Insurance, and Security Fund

10.1

Indemnification

Without regard to the limits of any insurance coverage, Contractor agrees to indemnify, defend
with counsel appointed by the City, protect and hold harmless the City, its representatives,
officers, agents and employees against any and all fines, response costs, assessments, actions,
suits, injunctive relief, claims, damages to persons or property, losses, costs penalties, obligations,
errors, omissions or liabilities, (“claims or liabilities”) that may be asserted or claimed by any
person, firm or entity arising out of or in connection with (i) violations of the commerce clause of
the U.S. Constitution, AB 939, SB 1383, AB 1826 and any related laws and regulations, the
Comprehensive Environmental Response, Compensation and Liability Act, Title 42 U.S.C. §9601 et
seq. (“CERCLA”), HSAA, RCRA, any other Hazardous Waste laws, or other federal, state or local
environmental statutes, ordinances and regulations which arise from this Agreement; (ii) the
negligent performance of the work or services of Contractor, its agents, employees,
subcontractors, or invitees, provided for in this Agreement; (iii) the negligent acts or omissions of
Contractor hereunder, or arising from Contractor's negligent performance of or failure to perform
any term, provision, covenant or condition of this Agreement, whether or not there is concurrent
passive or active negligence, on the part of the City, its representatives, officers, agents or
employees but excluding such claims or liabilities arising from the sole negligence or willful
misconduct of the City, its representatives, officers, agents or employees, who are directly
responsible to the City, and in connection therewith:

A. Contractor will defend any action or actions filed in connection with any of said claim or
liabilities and will pay all costs and expenses, including legal costs and attorneys' fees incurred
in connection therewith;

B. Contractor will promptly pay any judgment rendered against the City, its officers, agents or
employees for any such claims or liabilities arising out of or in connection with the negligent
performance of or failure to perform such work or services of Contractor hereunder; and
Contractor agrees to save and hold the City, its officers, agents and employees harmless
therefrom;

C. In the event the City, its officers, agents or employees is made a party to any action or
proceeding filed or prosecuted against Contractor for such damages or other claims arising
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10.2

10.3

10.4

out of or in connection with the negligent performance of or failure to perform the work or
services of Contractor hereunder, Contractor agrees to pay to the City, its officers, agents or
employees, any and all costs and expenses incurred by the City, its officers, agents or
employees in such action or proceeding, including but not limited to, legal costs and
attorneys' fees.

Contractor's obligations hereunder shall survive the termination or expiration of this Agreement.

Landfill Diversion

The Contractor acknowledges that the City has adopted a SRRE that selects Recycling programs
as a means of Diverting waste. It is therefore of foremost importance that the Recyclable
Materials Collected under this Agreement be converted into a functional and marketable product
in order that the materials may be Diverted from landfill Disposal in compliance with the City's
SRRE, and AB 939. The Contractor shall therefore ensure that the Processing method used shall,
at all times, meet the intent of the City's SRRE and AB 939. Should the Contractor find it necessary
to utilize another method of Processing in order to meet the intent of the SRRE and AB 939, the
City shall be given an opportunity to make its own determination as to the suitability and cost-
effectiveness of such Process and shall approve such Process in writing. The City shall have the
right to terminate this Agreement upon the giving of a six (6) month prior written notice to
Contractor should it be determined that the Recycling program being implemented and/or
proposed under this Agreement is ineffective in meeting the City's Diversion goals and objectives.
Upon termination, the Contractor shall be entitled only to revenues less expenses incurred to that
date. All revenues received thereafter, including from Recyclable Materials sales, shall be the
property of the City unless otherwise agreed.

Diversion Rate Indemnification

To the extent permitted by law, Contractor agrees to indemnify and hold harmless City, its
officers, Directors, employees, and agents from and against all fines and/or penalties imposed by
CalRecycle in the event the source reduction and Recycling goals or any other requirement of
CalRecycle laws/regulations are not met by City with respect to the waste stream Collected under
this Agreement if such failure is due in substantial part due to the failure of Contractor to meet
its obligations under this Agreement or for delays in providing information that prevents City from
submitting reports required by CalRecycle in a timely manner.

Insurance

During the term of this Agreement, Contractor shall carry insurance in accordance with this Article
and such other insurance as required by law. Lack of insurance does not negate the Contractor’s
obligation under this Agreement. Contractor agrees that in the event of loss due to any of the
perils for which it has agreed to provide insurance, Contractor shall look solely to its insurance for
recovery, except where caused by the active negligence, sole negligence, or willful misconduct of
the City. Contractor hereby grants to the City, on behalf of any insurer providing insurance to
either Contractor or City with respect to the services (occupancy of premises) of Contractor
herein, a waiver of any right to subrogation which any such insurer of said Contractor may acquire
against the City by virtue of the payment of any loss under such insurance.

Insurance shall be secured by Contractor and approved by City’s risk manager prior to
commencement of work according to this Agreement. The policy or a successor policy must be in
effect for the duration of the Agreement.

Maintenance of proper insurance coverage is a material element of this Agreement and failure to
maintain or renew coverage or to provide evidence of coverage and/or renewal may be treated
by the City as a material breach of Agreement. Contractor shall forward the City specifications to
Contractor’s insurance agent for compliance.
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A. Minimum Scope of Insurance. Coverage shall be at least as broad as:

1 Insurance Services Office Commercial Liability coverage (occurrence form
CG 0001).

2. Insurance Services Office form number CA 0001 covering Automobile Liability,
code 1 (any auto).

3. Workers’” Compensation insurance as required by the State of California and
Employer’s Liability insurance.

4. Pollution Legal Liability.

B. Minimum Limits of Insurance. Contractor shall maintain limits no less than:

1. Commercial or Comprehensive General Liability: Five Million Dollars ($5,000,000)
combined single limit per occurrence for bodily injury, personal injury, and
property damage. If Commercial General Liability or other form with a general
aggregate limit is used, either the general aggregate limit shall apply separately
to this Agreement or the general aggregate limit shall be twice the required
occurrence limit.

2. Automobile Liability: Five Million Dollars ($5,000,000) combined single limit per
accident for bodily injury and property damage.

3. Workers’ Compensation and Employers Liability: Workers’ compensation limits
as required by the Labor Code of the State of California and employers liability
with limits of $1,000,000 per accident for bodily injury or disease.

4. Pollution Liabilities: One Hundred Thousand Dollars ($100,000). In addition Cold
Canyon Landfill shall maintain $2,000,000.

C. Deductibles and Self-Insured Retentions. Any deductibles greater than $1,000 or
self-insured retentions must be declared to and approved by the City. At the option of
the City, either: the insurer shall reduce or eliminate such deductibles or self-insured
retentions as respects the City, Council members, its officers, officials, employees, agents
or volunteers; or the Contractor shall procure a bond guaranteeing payment of losses and
related investigations, claim administration and defense expenses. Any insurance policies
providing for self insured retentions shall further provide that legal costs and costs of
investigation, including consultant fees, with respect to any claim or suit, shall apply to
the self insured retention amount.

D. Other Insurance Provisions. The general liability and automobile liability policies are to
contain, or be endorsed to contain, the following provisions:

1. The City, Council members, its officers, officials, employees, agents and
volunteers are to be covered as insureds as respects: liability arising out of
activities performed by or on behalf of the Contractor; products and completed
operations of the Contractor; premises owned, occupied or used by the
Contractor; or automobiles owned, leased, hired or borrowed by the Contractor.
The coverage shall contain no special limitations on the scope of protection
afforded to the City, its officers, officials, employees, agents or volunteers.

2. For any claims related to this project, the Contractor’s insurance coverage shall
be primary insurance as respects the City, Council members, its officers, officials,
employees, agents and volunteers. Any insurance or self-insurance maintained
by the City, its officers, officials, employees, agents or volunteers shall be excess
of the Contractor’s insurance and shall not contribute with it.
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3. Any failure to comply with reporting or other provisions of the policies including
breaches of warranties shall not affect coverage provided to the City, Council
members, its officers, officials, employees, agents or volunteers.

4, The Contractor’s insurance shall apply separately to each insured against whom
claim is made or suit is brought except with respect to the limits of the insurer’s
liability.

5. Each insurance policy required by this clause shall be endorsed to state that

coverage shall not be suspended, voided, canceled by either Party, reduced in
coverage or in limits except after thirty (30) days prior written notice by certified
mail, return receipt required, has been given to the City.

6. Pollution, if on a Claims Made form:

a. The”Retro Date” must be shown, and must be before the date of the contract
or the beginning contract work.

b. Insurance must be maintained and evidence of insurance must be provided
for at least five (5) years after completion of the contract work.

c. If coverageis canceled or non-renewed, and not replaced with another claims
made policy form with a “Retro Date” prior to the contract Effective Date, the
Contractor must purchase “extended reporting” coverage for a minimum of
two years after completion of contract.

7. Coverage shall not extend to any indemnity coverage for the active negligence of
the additional insured in any case where an agreement to indemnify the
additional insured would be invalid under Subdivision (b) of Section 2782 of the

Civil Code.

E. Acceptability of Insurers. Insurance is to be placed with insurers with a current A.M.
Best’s rating of no less than A:VI. Insurers selected by Contractor shall be admitted to
issue insurance in the State of California.

F. Verification of Coverage. Contractor shall furnish the City with copies of required
insurance policies and with original endorsements effecting coverage required herein.
The certificates and endorsements for each insurance policy are to be signed by a Person
authorized by that insurer to bind coverage on its behalf. The certificates and
endorsements are to be on forms provided by or acceptable to the City and are to be
received and approved by the City before performance under this Agreement
commences. The City reserves the right to require complete certified copies of all
required policies at any time, and Contractor shall provide said copies upon request.

G. Subcontractors. Contractor shall include all Subcontractors as insurers under its policies
or shall furnish copies of required insurance policies and endorsements for each
Subcontractor. All coverages for Subcontractors shall be subject to all of the
requirements stated herein.

H. Occurrence Based Coverage. All policies secured by Contractor shall be occurrence and
not claims based unless City so consents in writing.

10.5 Security

Concurrently with execution of this Agreement, Contractor shall deliver to City a bond or a letter

of credit in the amount of Five Hundred Thousand Dollars and Zero cents ($500,000.00), which

shall secure the faithful performance of this Agreement, including, without limitation, payment
of any penalty and the funding of any work to cure a breach of this Agreement, unless such
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requirement is waived by the City Manager. If Contractor elects to submit a bond, the
performance bond shall be executed by a surety company licensed to do business in the State of
California, having an A: VIl or better rating, and approved by the City; and included on the list of
surety companies approved by the Treasurer of the United States. The bond shall contain the
original notarized signature of an authorized officer of the surety and affixed thereto shall be a
certified and current copy of his or her power of attorney. The bond shall be unconditional and
remain in force during the entire Term. If Contractor elects to submit a letter of credit, the
instrument shall be an irrevocable standby letter of credit in a form approved by the City Attorney
and issued by a bank which is reasonably satisfactory to City. The bank must be chartered in the
United States, have a rating of B or above or a number rating of 40 or above in the Bank Watch
Thomas Ratings, or such equivalent rating service as may be mutually agreed upon between the
City and Contractor, maintain an office in the State of California, maintain an agent for service of
process in the State of California, and otherwise do business in the State of California. In the event
Contractor shall for any reason become unable to or fail in any way to perform as required by this
Agreement, City may declare a portion or all of the performance bond or letter of credit forfeited
to the City. Upon partial or full forfeiture of the performance bond or letter of credit, Contractor
shall restore the performance bond or letter of credit to its face amount within thirty (30) days of
the City’s declaration. Failure to restore the performance bond or letter of credit to its full amount
within thirty (30) days shall be a material breach of this Agreement.

The amount of the bond or letter of credit shall be adjusted annually by the CPI.

Article 11. City’'s Right to Perform Service

111

General

In the event that Contractor, for any reason whatsoever, fails, refuses or is unable to Collect,
Transport, Process or market any or all Discarded Materials which it is required by this Agreement
to Collect, Process and market, at the time and in the manner provided in this Agreement, for a
period of more than seven (7) calendar days, and if, as a result thereof, Discarded Materials should
accumulate in the City to such an extent, in such a manner, or for such a time that the City
Manager or their designee should find that such accumulation endangers or menaces the public
health, safety or welfare, then City shall have the right, but not the obligation, upon twenty-four
(24) hour prior written notice to Contractor during the period of such emergency as determined
by the City Manager or their designee, (1) to perform, or cause to be performed, such services
itself with its own or other personnel without liability to Contractor; and/or (2) to take possession
of any or all of Contractor's land, equipment and other property to Collect, Transport, Process,
market and/or Dispose of any Discarded Materials generated within the City which Contractor
would otherwise be obligated to Collect, Transport, Process or market pursuant to this
Agreement. In the event the City takes possession of the Contractor's equipment and other
property, the City shall be entitled to have another contractor operate such equipment and
property under City direction. Additionally, in the event the City takes possession of the
Contractor's equipment and other property, the City does not guarantee repair of existing
problems with equipment and facilities.

Notice of Contractor's failure, refusal or neglect to Collect, Transport, Process, market and/or
Dispose Discarded Materials may be given orally by telephone to Contractor at its principal office
and shall be effective immediately. Written confirmation of such oral notification shall be sent to
Contractor within twenty-four (24) hours of the oral notification.

Contractor further agrees that in such event:

(2) It will take direction from City to affect the transfer of possession of property and equipment
to City for City's use.

(2) It will, if City so requests, keep in good repair and condition all of such property and equipment,
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11.2

11.3

114

11.5

provide all motor vehicles with fuel, oil and other service, and provide such other service as may
be necessary to maintain said property in operational condition.

(3) City may immediately engage all or any personnel necessary or useful for the Collection,
Transportation, Processing marketing and/or Disposing of Discarded Materials, including, if City
so desires, employees previously or then employed by Contractor, Contractor further agrees, if
City so requests, to furnish City the services of any or all management or office personnel
employed by Contractor whose services are necessary or useful for Discarded Materials
Collection, Transportation, Processing and marketing operations and for the billing and collection
of fees for these services.

City agrees that it assumes complete responsibility for the proper and normal use of such
equipment and facilities while in its possession. If the interruption or discontinuance in service is
caused by any of the reasons listed in Article 12.4 (Excuse From Performance), City shall pay to
Contractor the reasonable rental value of the equipment and facilities, possession of which is
taken by City, for the period of City's possession, if any, which extends beyond the period of time
for which Contractor has rendered bills in advance of service.

Except as otherwise expressly provided in the previous paragraph, City's exercise of its rights
under this Article 11 (1) does not constitute a taking of private property for which compensation
must be paid; (2) will not create any liability on the part of City to Contractor; and (3) does not
exempt Contractor from the indemnity provisions of Article 10, Indemnification, Insurance and
Bond, which are meant to extend to circumstances arising under this Article, provided that
Contractor is not required to indemnify City against claims and damages arising from the sole
negligence of City officers, employees and agents in the operation of Collection vehicles during
the time City has taken possession of such vehicles.

Temporary Possession of Contractor's Property

If the City suffers an interruption or discontinuance of service as described in Article 11.1
(including interruptions and discontinuance due to events described in Article 12.4, Excuse from
Performance), City may take possession of and use all of Contractor's property described above
until other suitable arrangements can be made for the provision of Recycling Services which may
include the grant of a Contract to another company. The same notice requirements of Article
11.1 are applicable.

Billing and Compensation to City During City's Possession

During such time that City is providing Recycling services, as above provided, Contractor shall not
be paid. The City shall then pay any net revenues to the Contractor, after deducting all expenses,
including City-incurred expenses.

City's Right to Relinquish Possession

It is further mutually agreed that City may at any time at its discretion relinquish possession of
any or all of the above-mentioned property to Contractor and thereupon demand that Contractor
resume the Recycling services as provided in this Agreement, whereupon Contractor shall be
bound to resume the same.

Duration of City's Possession

City's right pursuant to this Article to retain temporary possession of Contractor's facilities and
equipment, and to render Collection services, shall terminate when City determines that such
services can be resumed by Contractor, or when City no longer reasonably requires such facilities
or equipment. In any case, City has no obligation to maintain possession of Contractor's property
and/or continue its use for any period of time and may at any time, in its sole discretion, relinquish
possession to Contractor.
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Article 12. Default, Remedies, and Liquidated Damages

12.1

Events of Default
All provisions of this Agreement to be performed by Contractor are considered material. Each of
the following shall constitute an event of default.

A. Fraud or Deceit. If Contractor practices, or attempts to practice, any fraud or deceit upon city.

B. Insolvency or Bankruptcy. If Contractor becomes insolvent, unable, or unwilling to pay its debts
when due, or upon listing of an order for relief in favor of Contractor in a bankruptcy proceeding.
The Contractor is also in default if there is an assignment for the benefit of its creditors.

C. Failure to Maintain Coverage. If Contractor fails to provide or maintain in full force and effect
the Workers' Compensation, liability, indemnification coverage or any insurance coverage or bond
required under this Agreement.

D. Violations of Regulation. If Contractor facilities fall out of full regulatory compliance or if
Contractor violates any orders or filings of any regulatory body having jurisdiction over Contractor
relative to this Agreement, provided that Contractor may contest any such orders or filings by
appropriate proceedings conducted in good faith, in which case no breach of the Agreement shall
be deemed to have occurred.

E. Failure to Perform. If Contractor ceases to provide Solid Waste, Recycling or Organic Materials
services as required under this Agreement for a period of two (2) days or more, for any reason
within the control of Contractor.

F. Failure to Pay/Report. If Contractor fails to make any timely payments, including Liquidated
Damages and penalties, required under this Agreement and/or fails to provide City with required
information, reports, and/or records in a timely manner as provided for in the Agreement.

G. Acts or Omissions. Any other act or omission by Contractor which violates the terms,
conditions, or requirements of this Agreement, the California Integrated Waste Management Act
of 1989, as it may be amended from time to time, or any order, directive, rule, or regulation issued
thereunder and which is not corrected or remedied within the time set in the written notice of
the violation or, if Contractor cannot reasonably correct or remedy the breach within the time set
forth in such notice, if Contractor should fail to commence to correct or remedy such violation
within the time set forth in such notice and diligently effect such correction or remedy thereafter.

H. False or Misleading Statements. Any representation or disclosure made to City by Contractor
in connection with or as an inducement to entering into this Agreement, or any future
amendment to this Agreement, which proves to be false or misleading in any material respect as
of the time such representation or disclosure is made, whether or not any such representation or
disclosure appears as part of this Agreement.

I. Attachment. There is a seizure of attachment of, or levy on, the operating equipment of
Contractor, including without limits its equipment, maintenance or office facilities, or any part
thereof.

J. Suspension or Termination of Service. There is any termination or suspension of the transaction
of business by Contractor, including without limit, due to labor unrest including strike, work
stoppage or slowdown, sickout, picketing, or other concerted job action lasting more than two (2)
days.

Upon default by the Contractor, the City Manager or their designee shall provide written notice
to Contractor of the violation. The City Manager or their designee shall include in the notice, a

01181.0014/727668.4{00104898.DOC.} Page 45

CC_2022-09-13 Meeting Page 123 of 165



City of Morro Bay / Morro Bay Garbage Service, Inc.

Restated Solid Waste, Recycling, and Organic Materials Services Franchise Agreement

12.2

12.3

demand that the Contractor correct the violation within 10 days following the delivery of said
notice. For purposes of this Agreement and any notice required thereunder, the term "days" shall
mean calendar days.

Right to Terminate Upon Default

Upon a default by Contractor, City shall have the right to terminate this Agreement upon ten (10)
days’ notice if the public health or safety is threatened, or otherwise thirty (30) days notice, but
without the need for any hearing, suit or legal action. This right of termination is in addition to
any other rights of City upon a failure of Contractor to perform its obligations under this
Agreement.

City's right to terminate this Agreement and to take possession of Contractor's equipment and
facilities are not exclusive, and City's termination of this Agreement shall not constitute an
election of remedies. Instead, they shall be in addition to any and all other legal and equitable
rights and remedies that City may have.

By virtue of the nature of this Agreement, the urgency of timely, continuous and high-quality
service, the lead time required to effect alternative service, and the rights granted by City to
Contractor, the remedy of damages for a breach hereof by Contractor is inadequate and City shall
be entitled to injunctive relief.

Remedies for Nuisance Violations.

12.3.1 Liquidated Damages.

The provision of poor public service or the production of any nuisance condition will subject
Franchisee to administrative procedures, potential liquidated damages and, ultimately,
termination, for severe and repeated violations.

12.3.2 Nuisance Conditions.

Repeated, substantiated complaints of, or continued conditions of, poor service quality and/or
nuisance conditions may be handled in the manner prescribed below. For purposes of this
Section, the term "nuisance conditions" shall include, but is not limited to, the following:

A. Failure to duly collect Solid Waste and/or Recyclables that have been properly set-out
prior to beginning of service day, for Collection through the willful or negligent conduct
of Franchisee employees;

B. Uncured damage to the property of third parties or customers through the willful or
negligent conduct of Franchisee employees;

C. Legitimate complaints of rude or unprofessional behavior or conduct by Franchisee's
employees in the course of their duties;

D. Unreasonable leakage or spillage of Solid Waste or other collected materials from
Franchisee's vehicles;

E. Failure to immediately or promptly collect Solid Waste or other materials that spilled or
fell from Franchisee's vehicles onto public streets or third-party property;

F. Poor maintenance of Franchisee's vehicles, containers and equipment in violation of
Sections 6.1 through 6.3 hereof;

G. Violations of personnel standards and qualifications in contravention of Section 6.4
hereof;
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H. Any other failure to meet performance standards in such a manner as to give rise to a
condition of public nuisance or threat to public health and safety.

12.3.3 Notice of Violation.

Initially, when the City Manager or his or her designee observes a violation, a verbal warning shall
be given to the Contractor. If the violation is thereafter repeated and, in the opinion of the City
Manager or designee, Contractor has not taken timely, effective action to correct the violation
and prevent its repetition, then the City Manager or designee may issue a written notice of
violation (the "Notice of Violation") describing the violation, the period in which Contractor is
required to cure the violation (if such violation is curable) and a warning that continued violations
can be subject to liquidated damages.

12.3.4 Franchisee's Right To Contest.

Within five (5) business days after receiving the Notice of Violation, Contractor may submit a
written response (the "Response") to the Notice of Violation to the City Manager. The City
Manager shall review Contractor’s Response and may further investigate the claimed violation.
The City Manager shall make a final determination regarding the Notice of Violation and the City
Manager shall deliver to Contractor a written conclusion concerning the Notice of Violation.
Additionally, at the election of either Party, the Parties may meet to develop a written corrective
action plan ("Correction Plan") to prevent further occurrence of the problematic conditions
established in the Notice of Violation. The Correction Plan shall be finally prepared by the City
(or, at the election of the City, by Contractor) within ten (10) business days after the meeting
between the City Manager or designee and Contractor. The Correction Plan may include
additional procedures, as deemed necessary by the City Manager, to assure that in the future
Contractor will be able to perform its services in compliance with this Agreement.

12.3.5 Liquidated Damages.

If a second Notice of Violation is issued for any violation after an initial verbal warning and
thereafter the issuance of a written Notice of Violation that is not withdrawn pursuant to
Subsections 12.3.3 or 12.3.4 above, then liquidated damages may thereafter be assessed against
Contractor (as liqguidated damages and not a penalty) by the City Manager in the amount of $450
for every day the condition persists. Further, if the violation for which liquidated damages were
assessed recurs on three (3) or more days within a 60-day period following any assessment of
liguidated damages, then starting on the fourth (4th) day that such violation either persists or
recurs the amount of liquidated damages shall increase to $700 per day.

Contractor shall pay any Liquidated Damages assessed by City within ten (10) days after they are
assessed. If they are not paid within the ten (10) day period, City may proceed against the security
fund required by this Agreement or order the termination of this Agreement, or both.

12.3.6 Basis for Liquidated Damages.

City and Contractor further recognize that if Contractor recurrently fails to prevent and remediate
nuisance conditions, the City and its residents will suffer damages and that it is and will be
impractical and extremely difficult to ascertain and determine the exact amount of damages
which City and its citizens will suffer. Therefore, the City and Contractor agree that the liquidated
damages established herein represent a reasonable estimate of the amount of such damages for
such specific violations, considering all of the circumstances existing on the date of this
Agreement, including the relationship of the sums to the range of harm to City that reasonably
could be anticipated and the anticipation that proof of actual damages would be costly or
impractical. In placing their initials at the places provided, the City and Contractor specifically
confirms the accuracy of the statements made above and the fact that the City and Contractor
has had ample opportunity to consult with legal counsel and obtain an explanation of these
liquidated damage provisions prior to entering this Agreement.
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12.4

12.5

Contractor Initials City Initials

12.3.7 Further Remedies For Severe Or Persistent Violations.

The above provisions for a Correction Plan procedure and liquidated damages are intended to
give the City and Contractor a remedy under this Agreement short of termination or default;
however, should Contractor's violations be severe and repetitive or otherwise not reasonably
subject to correction through liquidated damages, the City Manager may, in his or her sole
discretion, institute the procedures set forth in this Article hereof.

Excuse from Performance

The Parties shall be excused from performing their respective obligations hereunder in the event
they are prevented from so performing by reason of floods, earthquakes, other "acts of God",
war, civil insurrection, riots, acts of any government (including judicial action), and other similar
catastrophic events which are beyond the control of and not the fault of the Party claiming excuse
from performance hereunder. Labor unrest, including but not limited to strike, work stoppage or
slowdown, sick-out, picketing, or other concerted job action conducted by Contractor's
employees or directed at Contractor or its selected facilities is not an excuse from performance
and Contractor shall be obligated to continue to provide service notwithstanding the occurrence
of any or all such events.

The Party claiming excuse from performance shall, within two (2) days after such Party has notice
of such cause, give the other Party notice of the facts constituting such cause and asserting its
claim to excuse under this Article.

The interruption or discontinuance of Contractor's services caused by one or more of the events
excused shall not constitute a default by Contractor under this Agreement. Notwithstanding the
foregoing, however, if Contractor is excused from performing its obligations hereunder for any of
the causes listed in this Article for a period of seven (7) days or more, City shall have the right to
review the circumstances under which the excuse from performance was granted. After such
review, if the City determines the excuse from service is no longer valid, the City shall notify the
Contractor in writing to resume service within two (2) days from the receipt of such notification.
If the Contractor fails to resume service within the two (2) days, the City shall have the right to
terminate this Agreement by giving ten (10) days’ notice, in which case the provisions relative to
taking possession of Contractor's land, equipment and other property and engaging Contractor's
personnel in Article 11, City's Right to Perform Services, and this Article 12 shall apply.

Financial Material Errors, Omissions or Irregularities

The City may review, test and audit the books and records of the Contractor for the purpose of
determining whether the Contractor is complying with the terms of the Agreement. In the event
that material errors or omissions or irregularities are identified, then the cost associated with the
audit, test or review shall be paid by the Contractor to the City. In the case of errors, materiality
shall be deemed to be two percent (2%) or greater of the gross revenues of the Contractor from
activities performed under this agreement. Recovery of any over payment will be negotiated on
a case-by-case basis, either immediately or through the next Rate setting evaluation.

Article 13. Representations and Warranties of Contractor

13.1

Relationship of Parties

The Parties intend that Contractor shall perform the services required by this Agreement as an
independent Contractor engaged by City and not as an officer or employee of City nor as a partner
of or joint venture with City. No employee or agent of Contractor shall be or shall be deemed to
be an employee or agent of City. Except as expressly provided herein, Contractor shall have the
exclusive control over the manner and means of conducting the Recycling services performed
under this Agreement, and all Persons performing such services. Contractor shall be solely
responsible for the acts and omissions of its officers, employees, Subcontractors and agents.
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13.2

13.3

13.4

13.5

Neither Contractor nor its officers, employees, Subcontractors and agents shall obtain any rights
to retirement benefits, workers compensation benefits, or any other benefits that accrue to City
employees by virtue of their employment with City.

Compliance with law

In providing the services required under this Agreement, Contractor shall at all times, at its sole
cost, comply with all Applicable Laws of the United States, the State of California, City, and with
all applicable regulations promulgated by Federal, State, regional or local administrative and
regulatory agencies, now in force and as they may be enacted, issued or amended during the
Term.

Governing Law
This Agreement shall be governed by, and construed and enforced in accordance with, the laws
of the State of California.

Jurisdiction
Any lawsuits between the Parties arising out of this Agreement shall be brought and concluded in
the courts of the State of California, which shall have exclusive jurisdiction over such lawsuits.

Assignment

Except as may be provided for in Article 11, (City's Right to Perform Service), neither Party shall
assign its rights, nor delegate, subcontract or otherwise transfer its obligations under this
Agreement to any other Person without the prior written consent of the other Party. Any such
assighnment made without the consent of the other Party shall be void and the attempted
assignment shall constitute a material breach of this Agreement. The Contractor shall consent to
any assignment to a joint powers authority, or any similar public entity assignee of the City.

For purposes of this Article when used in reference to Contractor, "assignment" shall include, but
not be limited to (1) a sale, exchange or other transfer of at least fifty-one percent (51%) all of
Contractor's assets dedicated to service under this Agreement to a third party; (2) a sale, exchange
or other transfer of outstanding common stock of Contractor to a third party provided said sale,
exchange or transfer may result in a change of control of Contractor; (3) any dissolution,
reorganization, consolidation, merger, re-capitalization, stock issuance or re-issuance, voting
trust, pooling agreement, escrow arrangement, liquidation or other transaction to which results
in a change of ownership or control of Contractor; (4) any assignment by operation of law,
including insolvency or bankruptcy, making assignment for the benefit of creditors, writ of
attachment for an execution being levied against this Agreement, appointment of a receiver
taking possession of Contractor's property, or transfer occurring in the event of a probate
proceeding; and any combination of the foregoing (whether or not in related or contemporaneous
transactions) which has the effect of any such transfer or change of ownership, or change of
control of Contractor.

Contractor acknowledges that this Agreement involves rendering a vital service to City's residents
and businesses, and that City has selected Contractor to perform the services specified herein
based on (1) Contractor's experience, skill and reputation for conducting its Solid Waste
management operations in a safe, effective and responsible fashion, at all times in keeping with
applicable Environmental Laws, regulations and best waste management practices, and (2)
Contractor's financial resources to maintain the required equipment and to support its indemnity
obligations to City under this Agreement. City has relied on each of these factors, among others,
in choosing Contractor to perform the services to be rendered by Contractor under this
Agreement.

If Contractor requests City's consideration of and consent to an assignment, City may deny or
approve such request at its complete discretion. The City is concerned about the possibility that
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13.6

13.7

13.8

assignment could result in significant Rate increases, as well as a change in the quality of service.
Accordingly, the following standards have been set to ensure that assignment will result in
continued quality service. In addition, the City reserves the right to solicit competitive bids for
these services if the assignment results in a request by the assignee for Rate increases that are
higher than the inflationary index and do not reflect value changes in service standards. At a
minimum, no request by Contractor for consent to an assighment need be considered by City
unless and until Contractor has met the following requirements:

A. Contractor shall undertake to pay City its reasonable expenses for attorney's fees and
investigation costs necessary to investigate the suitability of any proposed assignee, and to review
and finalize any documentation required as a condition for approving any such assignment;

B. Contractor shall furnish City with audited financial statements of the proposed assignee's
operations for the immediately preceding three (3) operating years;

C. Contractor shall furnish City with satisfactory proof: 1) that the proposed assignee has at least
ten (10) years of Recyclable Material management experience on a scale equal to or exceeding
the scale of operations conducted by Contractor under this Agreement; 2) that in the last five (5)
years, the proposed assignee has not suffered any significant citations or other censure from any
Federal, State or local agency having jurisdiction over its Solid Waste management operations due
to any significant failure to comply with State, Federal or local Environmental Laws and that the
assignee has provided City with a complete list of such citations and censures; 3) that the
proposed assignee has at all times conducted its operations in an environmentally safe and
conscientious fashion; 4) that the proposed assignee conducts its Solid Waste management
practices in accordance with sound waste management practices in full compliance with all
Federal, State and local laws regulating the Collection, Transportation, Processing, marketing and
Disposal of Solid Waste including Hazardous Wastes; and, 5) of any other information required by
City to ensure the proposed assignee can fulfill the Terms of this Agreement in a timely safe and
effective manner.

Under no circumstances shall the City be obliged to consider any proposed assignment by
Contractor if Contractor is in default at any time during the period of consideration.

Subcontracting

Except as approved in writing by the City, Contractor shall not enter into an agreement to have
another Person perform Contractor's duties of this Agreement. Contractor shall undertake to pay
City its reasonable expenses for attorney's fees and investigation costs necessary to investigate
the suitability of any proposed Subcontractor, and to review and finalize any documentation
required as a condition for approving any such subcontracting agreement.

Binding on Assigns
The provisions of this Agreement shall inure to the benefit to and be binding on the permitted
assigns of the Parties.

Transition to Next Contractor

If the transition of services to another Contractor occurs through expiration of Term, default and
termination, or otherwise, Contractor will cooperate with City and subsequent Contractor(s) to
assist in an orderly transition which will include Contractor providing route lists and billing
information. Contractor will not be obliged to sell Collection vehicles or Containers to the next
Contractor. Depending on Contractor's circumstances at the point of transition, Contractor at its
option may enter into negotiations with the next Contractor to sell (in part or all) Collection
vehicles and/or containers.
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13.9

13.10

13.11

13.12

13.13

13.14

Parties in Interest
Nothing in the Agreement, whether express or implied, is intended to confer any rights on any
Persons other than the Parties to it and their representatives, successors and permitted assigns.

Waiver

The waiver by either Party of any breach or violation of any provisions of this Agreement shall not
be deemed to be a waiver of any breach or violation of any other provision nor of any subsequent
breach of violation of the same or any other provision. The subsequent acceptance by either
Party of any monies that become due hereunder shall not be deemed to be a waiver of any pre-
existing or concurrent breach or violation by the other Party of any provision of this Agreement.

Contractor's Investigation

Contractor has relied on its own investigations, and not on any representations of the City or its
agents of the conditions and circumstances surrounding the Agreement and the work to be
performed by it.

Notice

All notices, demands, requests, proposals, approvals, consents, and other communications which
this Agreement requires, authorizes or contemplates shall be in writing and shall either be
personally delivered to a representative of the Parties at the address below or be deposited in the
United States mail, first class postage prepaid, addressed as follows:

If to City: City of Morro Bay
595 Harbor Street
Morro Bay, CA 93442
Attn: City Manager

If to Contractor:
Morro Bay Garbage Service, Inc.
4388 Old Santa Fe Road
San Luis Obispo, CA. 93401
Attn: Owner

The address to which communications may be delivered may be changed from time to time by a
notice given in accordance with this Article. The notice, if mailed, is deemed served three (3) days
after the mailing.

Representatives of the Parties

References in this Agreement to the "City" shall mean the City Council and all actions to be taken
by City shall be taken by the City Council except as provided below. The City Council may delegate,
in writing, authority to the City Manager or their designee, City Attorney, and/or to other City
employees and may permit such employees, in turn, to delegate in writing some or all of such
authority to subordinate employees. Contractor may rely upon actions taken by such delegates
if they are within the scope of the authority properly delegated to them.

Contractor shall, by the Effective Date, designate in writing a responsible officer who shall serve
as the representative of Contractor in all matters related to the Agreement and shall inform City
in writing of such designation and of any limitations upon his or her authority to bind Contractor.
City may rely upon action taken by such designated representative as actions of Contractor unless
they are outside the scope of the authority delegated to him/her by Contractor as communicated
to City.

City Free to Negotiate with Third Parties

City may investigate all options for the Collection, Processing and marketing of Recyclable
Materials after the expiration of the Term. Without limiting generality of the foregoing, City may
solicit proposals from Contractor and from third parties for the provision of Solid Waste and
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13.15

13.16

Recycling services, and any combination thereof, and may negotiate and execute Agreements for
such services that will take effect upon the expiration or earlier termination under Article 12.1
(Events of Default) of this Agreement.

Compliance with City Municipal Code
Contractor shall comply with all provisions of the City Municipal Code and with any and all
amendments to these provisions during the Term of this Agreement.

Privacy

Contractor shall strictly observe and protect the rights of privacy of Customers. Information
identifying individual Customers or the composition or contents of a Customer's waste stream
shall not be revealed to any Person, governmental unit, private agency, or contractor, unless upon
the authority of a court of law, by statute, or upon valid authorization of the Customer. This
provision shall not be construed to preclude Contractor from preparing, participating in, or
assisting in the preparation of waste characterization studies or waste stream analyses that may
be required by AB 939.

Article 14. Miscellaneous Agreements

14.1 Entire Agreement
This Agreement, including the Exhibits, represents the full and entire Agreement between the
Parties with respect to the matters covered herein.

14.2  Article Headings
The Article headings in this Agreement are for convenience of reference only and are not intended
to be used in the construction of this Agreement nor to alter or affect any of its provisions.

14.3 References to Laws and Other Agreements
All references in this Agreement to laws shall be understood to include such laws as they may be
subsequently amended or recodified, unless otherwise specifically provided. This Agreement
supersedes any and all Agreements for Recyclable Materials Collection, Processing and/or
marketing heretofore entered into by the Parties and the City.

14.4 Interpretation
This Agreement, including the Exhibits attached hereto, shall be interpreted and construed
reasonably and neither for nor against either Party, regardless of the degree to which either Party
participated in its drafting.

14.5 Agreement
This Agreement may not be modified or amended in any respect except by a writing signed by the
Parties.

14.6  Severability
If any non-material provision of this Agreement is for any reason deemed to be invalid and
unenforceable, the invalidity or unenforceability of such provision shall not affect any of the
remaining provisions of this Agreement that shall be enforced as if such invalid or unenforceable
provision had not been contained herein.

14.7 Exhibits
Each of Exhibits is attached hereto and incorporated herein and made a part hereof by this
reference.
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IN WITNESS WHEREOF, City and Contractor have executed this Agreement as of the day and year first
above written.

The City of Morro Bay Contractor
By By
Scott Collins Susan VanDelinder
City Manager Division Vice President
Attest:

Dana Swanson
City Clerk

Approved as to Form:

Christopher Neumeyer
City Attorney

Exhibit A. List of Approved Facilities

Exhibit B. SB 1383 Designation Letter to the San Luis Obispo Integrated Waste Management Authority

Exhibit C. Rate Schedule

Exhibit D. Recordkeeping and Reporting
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EXHIBIT A
LIST OF APPROVED FACILITIES

“Approved Disposal Facility” means the Cold Canyon Landfill as the primary, and Chicago Grade Landfill,
or the Santa Maria Landfill, as alternatives, which have been selected by the Contractor and approved by
the City. Contractor shall notify City before using an alternative facility.

“Approved Facility(ies)” means any one of or any combination of the following: Approved Recyclable
Materials Processing Facility; Approved Organic Materials Processing Facility; and/or Approved Disposal
Facility.

“Approved Organic Materials Processing Facility” means the Hitachi Zosen Inova (HZIl) Kompogas Facility
located at 4300 Old Santa Fe Rd, San Luis Obispo, CA 93401, and Engel & Gray Inc. Regional Compost
Facility, located at 745 West Betteravia Road, Santa Maria, California which have been selected by the
Contractor and approved by the City.

“Approved Processing Facility(ies)” means any one of or any combination of the: Approved Recyclable
Materials Processing Facility; or Approved Organic Materials Processing Facility.

“Approved Recyclable Materials Processing Facility” means the Materials Recovery Facility at Cold
Canyon Processing Facility, which has been selected by the Contractor and approved by the City.
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EXHIBIT B
SB 1383 DESIGNATION LETTER TO THE SAN LUIS OBISPO INTEGRATED WASTE
MANAGEMENT AUTHORITY (IWMA)
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CITY OF MORRO BAY

CITY HALL

595 Harbor Street
Morro Bay, CA 93442

January 25, 2022

San Luis Obispo Integrated Waste Management Authority
Attention: Paavo Ogren, Interim Executive Director

870 Osos Street

San Luis Obispo, CA 93401

Subject: Senate Bill 1383 Compliance Letter of Designation

Dear Mr. Ogren:

On December 14, 2021, the City Council adopted Ordinance 645 that added to the Morro Bay Municipal
Code (MBMC) Chapter 8.18, Specific Regulations for Collection and Disposal Reduction of Organic Waste,
Recyclables and Solid Waste, which implements the relevant provisions of Senate Bill 1383 (Public
Resources Code section 42652-42654) and the corresponding regulations in Title 14 of the California Code
of Regulations (CCR), Division 7, Chapter 12, and enables the City to delegate authority for the
implementation of Senate Bill 1383 and MBMC Chapter 8.18 requirements to the extent allowed by law.

| am the designated Signature Authority for the City of Morro Bay. Accordingly, | hereby authorize the San
Luis Obispo County Integrated Waste Management Authority (IWMA) to act as a delegate on behalf of the
City of Morro Bay for the responsibilities of compliance with Senate Bill 1383 and the corresponding
regulations in Title 14 of the California Code of Regulations, Division 7, Chapter 12 to the extent allowed
by law.

These delegated responsibilities, include, but are not limited to:

(1) Establishing, administering, implementing, educating, and/or operating all state mandated Senate
Bill 1383 programs including, but not limited to, organic waste management, education and
outreach, monitoring, inspection, and record keeping programs.

(2) Establishing, administering, and implementing the edible food recovery requirements of Senate
Bill 1383 regulations. Such duties shall include but are not limited to: assessment of existing
capacity for edible food recovery, establishing a food recovery program, inspection of commercial
generators for compliance, and education and outreach to all businesses, residents, commercial
edible food generators, and any other entities or parties required by law.

(3) Coordinating with CalRecycle and any other state or federal entities in assessing and ensuring
compliance with the CalRecycle procurement and pollution reduction targets for each party.

www.morrobayca, gov | (805) 772-6201 | www .facebook,com/CityolMorroBay
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(4) Monitoring and education related to 14 CCR 18984.5, 18984.5.b, 18984.5.c and 18984.11, and
MBMC Chapter 8.18, including but not limited to container monitoring compliance through route
reviews and evaluations, determining the applicability of and issuing waivers, and issuing
educational notices where necessary and/or appropriate.

(5) Reporting to CalRecycle on behalf of the City related to its compliance with SB 1383, consistent
with the requirements prescribed by CalRecycle.

This designation will remain effective until rescinded by my authority, or my successor’s authority.

Sincerely,

cott Collins
City Manager
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EXHIBIT C
RATE SCHEDULE
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Morro Bay Garbage
Solid Waste Service Rates - Effective 7/1/2022
City of Morro Bay

Service Description

Service
Frequency

Currently
Monthly Rate
Effective
1/1/2022

Proposed
Rate
Adjustment

Proposed
Monthly Rate
Effective
07/01/2022

MONTHLY SINGLE-FAMILY AND MULTI-UNIT RESIDENTIAL SERVICE (4 UNITS OR LESS)

Price per month for specified waste wheeler collected each week. Residential customers must use the waste wheelers
provided by the garbage company. This solid service fee for residential trash collections (container with black or gray lid)
includes once a week pick-up of one greenwaste/organics container (green lid), and one recycling container (blue lid). The fees
listed below do not include the updated IWMA fee of 5.4 percent of the Garbage Company’s gross receipts.

MINI-CAN SERVICE

One 19 gallon waste wheeler container 1 $14.30 $1.30 $15.59
ECONOMY RATE

One 32 gallon waste wheeler container 1 $22.88 $2.07 $24.95
STANDARD RATE

One 64 gallon waste wheeler container 1 $45.76 $4.15 $49.90
PREMIUM RATE

One 96 gallon waste wheeler container 1 $68.64 $6.22 $74.86
SERVICE AWAY FROM THE STREET CURB (IN
YARD)
Additional per month per can or container charge $12.47 $1.13 $13.60

COMMERCIAL - OTHER CHARGES:

Rates for all commercial customers include recycling or greenwaste/organics pickup once per week, included with the garbage
service rate. Customers can choose from a 64 or 96 gallon blue commingled recycle waste wheeler or a 32 or 64 gallon
organics waste wheeler included with the garbage service rate (96 gallon waste wheelers can only be used with green waste
due to weight). The fees listed below do not include the updated IWMA fee of 5.4 percent of the Garbage Company’s gross

receipts.

If you need more frequent recycling, including organics/greenwaste service, it can be provided at 25% of the garbage
service rates for the specified level of service required.

MONTHLY COMMERCIAL WASTE WHEELERS SERVICE

One 32 Gallon Waste Wheeler 1 $47.24 $4.28 $51.52
One 32 Gallon Waste Wheeler 2 $92.21 $8.36 $100.57
One 32 Gallon Waste Wheeler 3 $120.61 $10.94 $131.55
One 32 Gallon Waste Wheeler 4 $149.01 $13.51 $162.52
One 32 Gallon Waste Wheeler 5 $194.02 $17.59 $211.61
One 32 Gallon Waste Wheeler 6 $238.98 $21.67 $260.65
One 64 Gallon Waste Wheeler 1 $68.54 $6.21 $74.75
One 64 Gallon Waste Wheeler 2 $120.57 $10.93 $131.50
One 64 Gallon Waste Wheeler 3 $174.99 $15.87 $190.86
One 64 Gallon Waste Wheeler 4 $236.56 $21.45 $258.01
One 64 Gallon Waste Wheeler 5 $295.78 $26.82 $322.60
One 64 Gallon Waste Wheeler 6 $345.47 $31.32 $376.79
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. Currently Proposed Proposed
Service Description Service Monthly'Rate Rate Monthly.Rate
Frequency Effective Adjustment Effective
1/1/2022 07/01/2022

One 96 Gallon Waste Wheeler 1 $92.19 $8.36 $100.55
One 96 Gallon Waste Wheeler 2 $160.76 $14.58 $175.34
One 96 Gallon Waste Wheeler 3 $236.48 $21.44 $257.92
One 96 Gallon Waste Wheeler 4 $314.58 $28.52 $343.10
One 96 Gallon Waste Wheeler 5 $383.21 $34.74 $417.95
One 96 Gallon Waste Wheeler 6 $468.35 $42.46 $510.81
MONTHLY COMMERCIAL CONTAINER SERVICE - (CUBIC YARDS)

1 Yd Container 1 $116.32 $10.55 $126.87
1 Yd Container 2 $180.21 $16.34 $196.55
1 Yd Container 3 $232.28 $21.06 $253.34
1 Yd Container 4 $291.44 $26.42 $317.86
1 Yd Container 5 $336.45 $30.50 $366.95
1 Yd Container 6 $419.28 $38.01 $457.29
1 Yd Container 7 $633.41 $57.43 $690.84
1.5 Yd Container 1 $142.36 $12.91 $155.27
1.5 Yd Container 2 $234.69 $21.28 $255.97
1.5 Yd Container 3 $315.19 $28.58 $343.77
1.5 Yd Container 4 $400.36 $36.30 $436.66
1.5 Yd Container 5 $480.84 $43.60 $524.44
1.5 Yd Container 6 $573.16 $51.97 $625.13
1.5 Yd Container 7 $840.84 $76.24 $917.08
2 Yd Container 1 $170.79 $15.48 $186.27
2 Yd Container 2 $298.56 $27.07 $325.63
2 Yd Container 3 $400.36 $36.30 $436.66
2 Yd Container 4 $509.27 $46.17 $555.44
2 Yd Container 5 $622.89 $56.47 $679.36
2 Yd Container 6 $736.48 $66.77 $803.25
2 Yd Container 7 $1,057.67 $95.89 $1,153.56
3 Yd Container 1 $220.52 $19.99 $240.51
3 Yd Container 2 $400.36 $36.30 $436.66
3 Yd Container 3 $563.72 $51.11 $614.83
3 Yd Container 4 $715.16 $64.84 $780.00
3 Yd Container 5 $925.85 $83.94 $1,009.79
3 Yd Container 6 $1,067.83 $96.82 $1,164.65
3 Yd Container 7 $1,442.62 $130.80 $1,573.42
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. Currently Proposed Proposed
Service Description Fierwce Mcér;:hI{'Rate Rate Mc;;:hl;:.Rate
quency ective Adjusbment ective
1/1/2022 07/01/2022
4 Yd Container 1 $291.44 $26.42 $317.86
4 Yd Container 2 $542.38 $49.18 $591.56
4 Yd Container 3 $753.01 $68.27 $821.28
4 Yd Container 4 $1,006.31 $91.24 $1,097.55
4 Yd Container 5 $1,259.57 $114.20 $1,373.77
4 Yd Container 6 $1,425.26 $129.22 $1,554.48
4 Yd Container 7 $1,853.55 $168.05 $2,021.60
6 Yd Container 1 $436.62 $39.59 $476.21
6 Yd Container 2 $792.74 $71.87 $864.61
6 Yd Container 3 $1,116.14 $101.20 $1,217.34
6 Yd Container 4 $1,416.04 $128.39 $1,544.43
6 Yd Container 5 $1,833.17 $166.20 $1,999.37
6 Yd Container 6 $2,114.32 $191.70 $2,306.02
6 Yd Container 7 $2,856.40 $258.98 $3,115.38
8 Yd Container 1 $577.10 $52.32 $629.42
8 Yd Container 2 $1,073.90 $97.37 $1,171.27
8 Yd Container 3 $1,490.97 $135.18 $1,626.15
8 Yd Container 4 $1,992.53 $180.65 $2,173.18
8 Yd Container 5 $2,493.95 $226.11 $2,720.06
8 Yd Container 6 $2,821.97 $255.85 $3,077.82
8 Yd Container 7 $3,045.65 $276.13 $3,321.78
EXTRA COLLECTION SERVICE OPTIONS
Overstacked Garbage & extra bags Minimum/unit Per Occurrence $11.43 $1.04 $12.47
Overstacked Green waste & extra bags Per Occurrence $7.42 $0.67 $8.09
Minimum/unit
Overstacked Blue Bin & extra bags Minimum/unit Per Occurrence $5.72 $0.52 $6.24
Monthly charge for additional 64 or 96-gallon Each $3.82 $0.35 $4.17
recycle service
Monthly charge for additional 32 or 96-gallon Each $7.42 $0.67 $8.09
green waste service
Monthly charge for additional commercial 96- Each $23.05 $2.09 $25.14
gallon recycle service
Service level changes more than once per 12 Per Occurrence $10.44 $0.95 $11.39

months
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Currently Proposed Proposed
. . .- Service Monthly Rate p Monthly Rate
Service Description . Rate .
Frequency Effective Adiustment Effective
1/1/2022 ) 07/01/2022
Small item pickup (TV, toilet) Each $21.72 $1.97 $23.69
Per white good article/ appliance Each $72.74 $6.59 $79.33
Per mattress or box spring Each $21.73 $1.97 $23.70
Change waste wheeler size (once per year free) Per Occurrence $10.44 $0.95 $11.39
Re-deliver fee-if pulled for collections Per Occurrence $41.56 $3.77 $45.33
Install locking device on bin Each $92.21 $8.36 $100.57
Extra bin cleaning Each $73.34 $6.65 $79.99
Garbage extras on your scheduled pickup day Per Yard $18.90 $1.71 $20.61
Loose Cardboard Per Yard $9.48 $0.86 $10.34
Garbage extras - NOT ON YOUR SCHEDULED Per Bag $15.56 $1.41 $16.97
PICKUP DAY
Garbage extras - NOT ON YOUR SCHEDULED Per Yard $29.99 $2.72 $32.71
PICKUP DAY
Compactors Per Ton $61.40 $5.57 $66.97
Bin Rental Per Month $43.06 $3.90 $46.96
Temp Bin Rental Per Day $2.39 $0.22 $2.61
Stand by time Per Hour $83.40 $7.56 $90.96
Trip charge Per Occurrence $10.44 $0.95 $11.39
Damage/Destruction of bins or waste wheelers Each Replacement/repair at market price
ADDITIONAL INFORMATION ALL
CUSTOMERS:
1. Customers requesting Temporary Bins or Roll-off Box Service can call the office for current rates.
2. Polystyrene (Styrofoam, Plastic #6) is not collected for recycling and should be thrown away as trash. Please bag Styrofoam packing
peanuts before placing in trash container.
3. It is encouraged to bag your trash in the garbage container but do not bag your recyclables or green waste in their respective
containers and keep it loose.
4. Recycling, Greenwaste/Organcis and Garbage containers should spaced 3 feet apart away from any obstacles (i.e mailboxes, cars,
etc) before 6:00am on collection service day.
5. The fee schedule above only includes the Garbage Company rates and does not include the IWMA’s updated fee of 5.4 percent of
the Garbage Company’s gross receipts, which are separately noted on the billings.
6. Cleaning fees will be billed on a time and materials basis.
7. Late Fees are imposed for residential customers over 30 days delinquent. The fee is 1.5% per month of the outstanding charge, with

a minimum fee of $5.00. No prior notice is required, as this late fee policy is stated at the bottom of every bill.

8. Customers can be responsible for contamination fees.

Any additional recycling, including greenwaste/organic services are charged out at 25% of the garbage rate.
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EXHIBIT D
RECORD KEEPING AND REPORTING

D.1 General

Contractor shall maintain such accounting, statistical, and other records related to its performance under
this Agreement as shall be necessary to develop the reports required by this Agreement or City Municipal
Code. Contractor agrees to conduct data collection, information and record keeping, and reporting
activities needed to comply with Applicable Laws and regulations and to meet the reporting and Discarded
Materials Collection, Processing, and Disposal program management needs of the City. At the written
direction or approval of City, the records and reports to be maintained and provided by Contractor in
accordance with this Exhibit and other Articles of the Agreement may be adjusted in number, format, and
frequency, if required to comply with State or Federal regulatory or reporting requirements.

Information from Contractor’s records and reports can be used to, among other things:
1. Determine and set Rates and evaluate the financial efficacy of operations;
2. Evaluate past and expected progress toward achieving the Contractor’s Landfill Disposal
reduction or Diversion goals and objectives;
3. Provide concise and comprehensive program information and metrics for use in fulfilling
reporting requirements under Applicable Law;
4. Determine needs for adjustment to programs;
Evaluate Customer service and Complaints; and,
6. Determine Customer compliance with AB 341, AB 1826, and SB 1383 statutes and
corresponding regulations; and, any subsequent State-mandated landfill Disposal
reduction, Recycling, recovery, or Diversion statutes, regulations, or other requirements.

bl

D.2 Record Keeping
A. General. Contractor shall maintain Customer contact data, Customer service, accounting,
statistical, operational, and other records related to its performance as shall be necessary to
provide reporting required by this Agreement and Applicable Law and to demonstrate
compliance with this Agreement and Applicable Law (such as, but not limited to, AB 939, AB
341, AB 1826, AB 876, AB 901, and SB 1383 statutes and corresponding regulations).

Record keeping and reporting requirements specified in this Agreement shall not be
considered a comprehensive list of reporting requirements. In particular, this Exhibit is
intended to highlight the general nature of records and reports and their minimum content
and is not meant to comprehensively define the scope and content of the records and reports
that Contractor is required to maintain and report by Applicable Law or this Agreement. Upon
written direction or approval of City, the records and reports required by Contractor in
accordance with this and other Articles of the Agreement shall be adjusted in number, format,
or frequency.

Contractor shall maintain adequate records, and corresponding documentation, of
information required by this Exhibit, such that the Contractor is able to produce accurate
monthly and annual reports, and is able to provide records to verify such reports. Contractor
will make these records available and provide to the City any record or documentation
necessary for the City to fulfill obligations under Applicable Law including, but not limited to,
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City of Morro Bay / Morro Bay Garbage Service, Inc.

Restated Solid Waste, Recycling, and Organic Materials Services Franchise Agreement

AB 939, AB 341, AB 1826, AB 876, AB 901, and SB 1383 statutes and corresponding
regulations; and, other current or future Federal, State, or local statutes and regulations, as
amended. Upon request by the City, Contractor shall provide access to Contractor’s requested
records in a timely manner, not to exceed ten (10) Business Days from the time of City’s
request to Contractor.

B. Record Retention and Security. Records shall be maintained in forms and by methods that
facilitate flexible use of data contained in them to structure reports, as needed, pursuant to
this Exhibit. Contractor’s records shall be stored in one central location, physical or electronic,
that can be readily accessed by Contractor. City reserves the right to require the Contractor
to maintain the records required herein through the use of a City-selected web-based
software platform, at Contractor’s expense. Unless otherwise required in this Exhibit,
Contractor shall retain all records and data required to be maintained by this Agreement for
the Term of this Agreement plus five (5) years after its expiration or earlier termination.

Records and data shall be in chronological and organized form and readily and easily
interpreted. Contractor shall maintain adequate record security to preserve records from
events that can be reasonably anticipated such as a fire, theft, and an earthquake.
Electronically-maintained data and records shall be protected and backed-up. To the extent
that Contractor utilizes its computer systems to comply with record keeping and reporting
requirements under this Agreement, Contractor shall, on a monthly basis, save all system-
generated reports supporting those record keeping and reporting requirements in a static
format in order to provide an audit trail for all data required.

C. Compilation of Information for State Law Purposes. Contractor shall maintain accurate
records for its operation, including, but not limited to, Discarded Materials quantities
Collected and quantities Transported to or Transferred to each Approved Facility, listed
separately by material type, Customer type, and Facility. Records shall be maintained in such
form by methods that facilitate the use of data for the production of reports as needed.
Contractor will make these records available and provide to the City, any record or
documentation necessary for the City to fulfill obligations under Applicable Law including, but
not limited to, AB 939, AB 341, AB 1826, AB 876, AB 901, AB 1595, and SB 1383 statutes and
corresponding regulations; and, other current or future local, Federal or State statutes and
regulations, as amended.

D.3 Reporting

D.3.1 General

A. General Purpose. Reports are intended to compile recorded data into useful forms of
information that can be used by the City. All reports shall be adequate to meet City’s current
and future reporting requirements to CalRecycle, including AB 939, AB 341, AB 1826, and SB
1383 statutes and corresponding regulations, or any other State or Federal agency statutes
and regulations throughout the Term of this Agreement.

B. Failure to Report. Failure of Contractor to comply with the reporting requirements as set forth
in this Section may result in an assessment of Liquidated Damages in accordance with the
Liguidated Damages provision in Section 12.3 of this Agreement. Contractor’s repeated failure
to submit reports, and/or failure to submit reports on time, may be deemed an event of
default and may result in the termination of the Agreement at the discretion of the City
Manager, in accordance with Article Z of this Agreement.
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C. Report Format. Contractor shall submit all reports to the City electronically via e-mail using
software acceptable to the City. The City reserves the right to require the Contractor to
maintain records and submit the reports required herein through use of the City-selected
web-based software platform and/or Microsoft Excel spreadsheet, at the Contractor’s
expense.

D. Submittal Process. All reports shall be submitted to the City, Department of Public Works,
Solid Waste Planning and Recycling Program and the Department of Environmental Health
Local Enforcement Agency or as directed by the City Manager/Director. Reports shall be
submitted electronically via email or uploaded to a document sharing platform agreed upon
by the Parties. City reserves the right to require the Contractor to maintain records and submit
the reports required herein through use of a City-selected web-based software platform, at
the Contractor’s expense.

Monthly reports shall be submitted within twenty (20) calendar days after the end of the
reporting month; and annual reports shall be submitted before March 30™, for the previous
calendar year.

D.3.2 Monthly Reports

Monthly reports shall be submitted by Contractor to City and shall include the following
information pertaining to the most recently-completed calendar month. In addition, each
monthly report shall include a year-to-date summary page that includes the data submitted from
the monthly report(s) submitted in the calendar year prior to the submittal of the current monthly
report. Contractor shall report the information included in the following subsections.

A. Tonnage Report

1. Contractor shall report the total quantities in Tons of Discarded Materials Collected,
Transferred, Processed, and Disposed by the Contractor, all of which shall be based on
actual certified scale weights for each load, if available, or similarly accurate methodology
pursuant to weighing protocol. Tonnage shall be reported separately by:

a. Material type, which shall include, at a minimum, separate reporting of Source
Separated Recyclable Materials, Source Separated Organic Materials, Solid Waste,
and any other type of Discarded Material separately Collected by Contractor
(including, but not limited to: bulky items, used oil, mixed construction and
demolition debris, dirt, rock, metals, cardboard, wood waste, reusable Items,
salvageable materials, etc.);

b. Customer/sector type (Single-Family, Multi-family, Commercial franchised Roll-off,
C&D); and,

c. Approved Facility and Facility type.

2. Report Residue level and Tonnage for all Discarded Materials Processed, listed separately
by material type Collected and Approved Facility(ies) used.

3. Source Separated Recyclable Materials Tonnage Marketed, by commodity, and including
average commodity value for each, and Processing Residue Tonnage Disposed, listed
separately by material type Collected and Approved Facility(ies) used.

4. Documentation of all Discarded Materials exported out of State, as provided in 14 CCR
Sections 18800 through 18813.
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B. Collection and Subscription Report

1. Number of Containers at each Service Level by Customer Type and program, including:

a. A summary of the total gallons of Cart service, cubic yards of Bin service, and pulls;
and cubic yards or Tons of franchised Drop Box and franchised Compactor service by
Customer Type.

b. Calculation of the average volume of service received per: Single-Family Dwelling Unit
(separately identifying Dwelling Units in a duplex, triplex, or fourplex); Multi-Family
Dwelling Unit; and, Commercial Customer.

2. Asummary of Customer subscription data, including the number of accounts; the number
of Customers subscribing to each Cart, Bin, and Roll-Off Service Level listed separately for
Single-Family, Multi-Family, and Commercial and separately for each type of Discarded
Material; and the number of Bulky Items Collections performed.

C. Customer Service Report

1. Number of Customer calls listed separately by Complaints . For Complaints, list the
number of calls separately by category (e.g., missed pickups, scheduled cleanups, billing
concerns, damage claims). These Complaints and inquiries shall be documented and
reported separately from SB 1383 Regulatory non-compliance Complaints or other
regulatory non-compliance Complaints.

2. Number of missed or incomplete Collections reported in total, and per one thousand
(1,000) Service Opportunities in the City which compares total missed Collections in the
City during the current report period to total missed Collections in the City in past
reporting periods.

3. Number of new service requests for each Customer type and requested service(s).

D. Education Program Report
The monthly status of activities identified in the annual public education plan described in
Section 6.3 of this Agreement.

D.3.3 Annual Reports

In addition to the monthly reporting requirements in this Exhibit, the Contractor shall provide an
Annual Report, covering the most recently-completed calendar year, in accordance with the
format and submittal requirements of this Exhibit. The Annual Report shall include the
information in the following subsections.

A. Collection and Subscription Report

1. A summary of all data provided in the Tonnage report section, including quarterly and
annual totals and averages.

2. The type(s) of Collection service(s) provided, a list of all hauler routes serviced, and a
record of the addresses served on each hauler route.

3. A summary of Customer subscription data, including the number of accounts; the total
number of Generators enrolled with Contractor for service, listed separately by Service
Level and Container type (Cart, Bin, and franchised Roll-Off service), separately by Single-
Family, Multi-Family, and Commercial Customers, and separately for each type of
Discarded Material.
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B. Processing Facility Report

1.

Approved Organic Materials Processing Facility: Contractor shall provide documentation
demonstrating the actual percent of the material removed for landfill disposal that is
Organic Waste is less than the percent specified in 14 CCR Section 17409.5.8(c)(2) or
17409.5.8(c)(3), whichever is applicable, and, if applicable, demonstrations compliance
with the digestate handling requirements specified in 14 CCR Section 17896.5.

Approved Transfer Facility: If applicable, Contractor shall provide documentation for the
Approved Transfer Facility that states the annual average Source Separated Organic
content recovery rates determined by CalRecycle pursuant to 14 CCR Section 18815.5(f).

Temporary Equipment or Operations Failure: If the Contractor is granted a Processing
facility temporary equipment or operational failure waiver, in accordance with Section
5.10 of the Agreement, the Contractor shall include the following documents and
information:

a. The number of days the Processing Facility temporary equipment waiver or operation
failure waiver was in effect;

b. Copies of any notifications sent to the City pursuant to Section 5.10 of the Agreement,
and copies of City notices to Contractor pursuant to Section 5.10 of the Agreement;

c. Documentation setting forth the date of issuance of the waiver, the timeframe for
the waiver; and,

d. A record of the Tons of Organic Materials, Recyclable Materials, and Solid Waste
redirected to an Alternative Facility or Disposed at an Approved Disposal Facility as a
result of the waiver, recorded by Collection vehicle or Transfer vehicle number/load,
date, and weight.

C. Vehicle and Equipment Inventory
A list of all vehicles used in performing services under this Agreement including the license
plate number, VIN, make, model, model year, purchase date, engine overhaul/rebuild date (if
applicable), and mileage at December 31.

D. Public Education and Outreach Report

1.

A copy of all education and outreach materials provided to Generators, or otherwise used
for education and outreach efforts in accordance with this Agreement, including, but not
limited to: flyers, brochures, newsletters, invoice messaging/billing inserts, and website
and social media postings.

A record of the date and to whom the information was disseminated or direct contact
made, in the form of a list that includes: the Generator’s name or account name, the type
of education or outreach received; the distribution date, and the method of distribution.
For any mass distribution through mailings or bill inserts, the Contractor shall maintain a
record of the date, a copy of the information distributed, and the type and number of
accounts that received the information.

A copy of electronic media, including the dates posted of: social media posts, e-mail
communications, or other electronic messages.

A summary of the status of the annual education plan of the reporting year, including
activities conducted and the quantitative and/or qualitative results of those activities.
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D.3.4 Additional Reports

A. Upon Request Reporting. City reserves the right to request additional reports or documents
in the case of unforeseen legislative or regulatory changes, requests from CalRecycle or
additional requirements imposed upon the City. The Contractor shall provide the requested
reports, documents, or information within ten (10) Business Days upon receipt of the request
or within a timeframe determined by the City Manager.

B. AB 901 Reporting. At the City’s option, the City may require that Contractor provide the City
with the aggregate tonnage data related to AB 901 reporting that the City needs for its SB
1383 reporting, to the extent available to Contractor within five (5) Business Days of City
request, or mutually agreed time. At the City’s option, the City may review specific Customer
information; however, City shall not be permitted to make copies or take records specific to
Customer information. “

C. Facility Capacity Planning Information. To the extent such information is available to
Contractor, City may require Contractor to provide City with information of available Organic
Waste Processing capacity for any Approved Processing Facilities, where available capacity
may include identification of monthly Tons of additional Organic Waste such Approved
Facilities have the ability to receive within permitted limits. Contractor shall respond to City
within sixty (60) days of City’s request for information regarding available new or expanded
capacity, to the extent such information is available to Contractor and, at City’s option, may
be required to submit reports on a more regular basis (such as monthly, quarterly, or
annually). If Contractor uses a Subcontractor to perform some or all of the Facility-related
services required by this Agreement, Contractor shall use commercially reasonable efforts to
secure any City-requested Facility capacity planning information from its Subcontractor(s).
The annual Facility capacity planning report shall comply with the following:

1. Include reports of current throughput and permitted capacity and available capacity for
Organic Materials Processing for any Facility in the City that Processes Organic Materials.
Existing capacity may include identification of monthly Tons of additional Source
Separated Recyclable Materials, Source Separated Organic Materials, and/or Solid Waste
capacity such Facility has the ability to receive within permitted limits.

2. Include description of potential new or expanded Processing capacity at those Facilities,
operations, and activities for Processing of Organic Materials, including information about
throughput and permitted capacity necessary for planning purposes.

3. Be submitted using a form or format approved by the City Manager.

01181.0014/727668.4{00104898.DOC.} Page 62

CC_2022-09-13 Meeting Page 146 of 165



AGENDA NO: C-3

MEETING DATE: September 13, 2022

Staff Report

TO: Honorable Mayor and City Council DATE: September 8, 2022

FROM: Gregory Kwolek, Public Works Director
Damaris Hanson, Utilities Division Manager

SUBJECT: Approval to enter into a Cost Sharing Agreement with the Rancho Colina Mutual
Water Company to Apply for Grant Funding to Evaluate Water and Wastewater
Utility Consolidation Opportunities

RECOMMENDATION

Staff recommends the City Council to review and approve the City Manager to execute a Cost Share
Agreement with Rancho Colina Mutual Water Company, a California Mutual Benefit Corporation,
(Rancho Colina) to fund the preparation of Clean Water and Drinking Water State Revolving Fund
Planning Grant applications.

FISCAL IMPACT

Under the terms of the Cost Share Agreement with Rancho Colina the City will be reimbursed for up
to a maximum of $25,000 in costs to prepare the Clean Water State Revolving Fund (CWSRF) and
Drinking Water State Revolving Fund (DWSRF) Planning Grant applications. It is anticipated the costs
to prepare and submit these grant applications will not exceed $25,000 and there will be no fiscal
impact to the sewer or water fund or other City funds.

If awarded, then the Planning Grants will provide the funding necessary to complete the water and
wastewater utility consolidation feasibility evaluation, design of Rancho Colina water and wastewater
connections and necessary upgrades to City water/wastewater infrastructure (via OneWater projects)
and applications for the CWSRF/DWSRF Construction Grants. If consolidation is determined feasible
and beneficial to the City by City Council, then the City would apply for CWSRF/DWSRF Construction
Grants to fund the necessary expansions and upgrades to the City’s water and wastewater systems
to connect Rancho Colina and accommodate the additional water demand and wastewater flows.

It is envisioned the feasibility evaluation, design and construction of infrastructure to connect Rancho
Colina to the City’s water and wastewater utilities will not be funded using City water and sewer funds
and that the available funding from the CWSRF/DWSRF grants will assist in reducing the costs to
City rate payers for implementing projects that are necessary to address existing deficiencies in the
City’s systems and to accommodate connecting Rancho Colina to the City’s utilities. However, the
City will learn more about any potential fiscal impacts during the planning process and will bring back
to City Council any funding decisions that involve the water or sewer funds.

BACKGROUND/DISCUSSION

Rancho Colina

Rancho Colina Mutual Water Company provides water and wastewater services to the Rancho Colina
Mobilehome Community and RV Park, which is located on Highway 41, approximately a %2 mile east
of the existing City Limits and provides water, wastewater and other services for approximately 69
Mobilehomes and 57 Recreational Vehicle (RV) camping sites. The Rancho Colina Wastewater
Treatment Facility is in need of significant upgrades and repairs to meet the requirements of the new
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General Permit for wastewater treatment facilities discharging <100,000 gallons per day. Additionally,
the Rancho Colina groundwater wells have elevated concentrations of Nitrates and have nearly run
dry during recent droughts, forcing Rancho Colina to occasionally truck in water from other wells in
the Morro Basin.

The Regional Water Quality Control Board (RWQCB) has contacted the City regarding the potential
for Rancho Colina to connect to the City’s water and wastewater utilities system to address these
significant challenges. Due to the fact that the Rancho Colina Mobilehome Community is classified
as a Disadvantaged Community, there is significant grant funding available in the CWSRF (up to
$10M) and DWSRF (up to $6M) programs to pay for infrastructure upgrades to the City’s water and
wastewater systems and connections to Rancho Colina’s systems. Based on information provided by
the RWQCB and Division of Drinking Water (DDW) funding representatives, staff prepared the
summary table below to outline the potential available funding from these programs. Other Additional
outside funding could be available for the RV units depending on how they are categorized by the
CWSRF/DWSRF funding agencies or if they were converted to Mobilehomes by the operators of the
Rancho Colina RV Park.

Rancho Colina Grant Funding

Summary

Rancho Colina Units

Mobilehomes 69
Recreational Vehicles 57

Total Units 126

CWSRF (Wastewater)
Maximum Funding Amount (per
connection)
CWSRF Potential Available Funding
(Mobilehomes)

$100,000

$6,900,000

DWSRF (Water)
Funding Amount (per connection) $70,000

DWSRF Potential Available Funding

(Mobilehomes) | $4830,000

Total Potential Funding Available
(Mobilehomes) $11,730,000
Preliminary analysis indicates to connect Rancho Colina to its water and wastewater utilities, the City
would likely need to complete two key OneWater projects — the Main/Atascadero Street Sewer
Replacement ($7.9M) and the Nutmeg Tank Replacement ($17.9M) — to accommodate the additional
water demand and sewer flows. Connecting Rancho Colina to the City’s water and wastewater
systems presents the opportunity for the City to access CWSRF/DWSRF funding to reduce the costs
to the City’s rate payers of these OneWater projects, which are needed regardless of connecting
Rancho Colina.

To fund the evaluation of connection feasibility, design and construction of water and wastewater

system upgrades and the development of the grant funding applications at limited/to-no cost to the
City, the City and Rancho Colina developed the following proposed approach.
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Rancho Colina executes a Cost Share Agreement to reimburse the City for the preparation of
the CWSRF and DWSRF Planning Grant Applications

City/Rancho Colina consultants prepare the Planning Grant Applications

If awarded, the costs for preparing the Planning Grant Applications are reimbursed to the City
through the grant and then reimbursed to Rancho Colina

If awarded, City selects consultant to complete the consolidation feasibility evaluation, design
of Rancho Colina water and wastewater connections, design of necessary upgrades to City
water/wastewater infrastructure and applications for the CWSRF/DWSRF Construction
Grants

Pursue CWSRF/DWSRF Construction Grants, which if awarded, fund the Rancho
Colina/Morro Bay water and wastewater consolidation and portions of upgrades to City
water/wastewater infrastructure (i.e. OneWater projects) to address Rancho Colina
connections and other City infrastructure needs

Utilizing this approach, the feasibility evaluation and design and construction of infrastructure to
connect Rancho Colina’s systems to the City’s water and wastewater utilities will not be funded using
City water and sewer funds and those costs will be borne by Rancho Colina and the CWSRF/DWSRF
grants. Limited City Staff time will be required to coordinate with consultants, Rancho Colina and
funding/regulatory agencies, but will be offset by the potential to obtain significant grant funding to
reduce the costs to City rate payers for necessary water and wastewater infrastructure improvement
projects.

ATTACHMENT

1. Rancho Colina CWSRF/DWSRF Planning Grant Cost Share Agreement
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Reimbursement Agreement
Rancho Colina Water and Wastewater
Page 10of 3

Reimbursement Agreement

This Agreement is made and entered into by and between Rancho Colina Mutual Water
Company, a California Nonprofit Mutual Benefit Corporation, (Applicant) and the City of Morro
Bay, a California municipal corporation (City). (City and Applicant are sometimes herein referred
to collectively as Parties.)

WHEREAS, Applicant is located on Highway 41, approximately a % mile east of the existing City
jurisdictional limits and provides water, wastewater and other services for approximately 69
Mobile Homes and 57 Recreational Vehicle {RV) camping sites;

WHEREAS, Applicant’s Wastewater Treatment Facility is in need of significant upgrades and
repairs to meet the requirements of the new General Permit for wastewater treatment facilities
discharging <100,000 gallons per day. Additionally, Applicant’s groundwater wells have elevated
concentrations of Nitrates and have nearly run dry during recent droughts, forcing Applicant to
truck in water from other wells in the Morro Basin;

WHEREAS, the Regional Water Quality Control Board (RWQCB) has contacted City regarding the
potential for Applicant to connect to City’s water and wastewater utilities. Due to the fact
Applicant provides water and wastewater services to the Rancho Colina Mobilehome community,
which is classified as a Disadvantaged Community, there is significant grant funding available in
the Clean Water State Revolving Fund (CWSRF) (up to $10M} and Drinking Water State Revoiving
Fund {DWSRF) {up to S6M) programs to pay for infrastructure upgrades to City’s water and
wastewater systems and connections to Applicant;

WHEREAS, preliminary analysis indicates to connect Applicant, City would likely need to
complete the Main/Atascadero Street Sewer Replacement ($7.9M) and the Nutmeg Tank
Replacement projects {$17.9M) to accommodate the additional water demand and sewer flows
(Projects); and

WHEREAS, connecting Applicant to City’s water and wastewater systems would allow City to
access CWSRF/DWSRF funding to reduce the costs to City's rate payers for funding other
necessary City-projects.

. NOW, THEREFORE, the Parties do promise and agree one with the other as follows:

1, Applicant shall reimburse City for all costs, up to a maximum of $25,000, associated with the
preparation of the CWSRF and DWSRF Planning Grant Applications for the Projects. Such
reimbursement shall be periodically paid by Applicant to City within 10 days after City submits
each invoice to Applicant indicating the total costs City incurred to the then date and since the
last reimbursement payment was received.

01181.0001/817188.5
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Reimbursement Agreement
Rancho Colina Water and Wastewater
Page 2 of 3

2, Failure to make a timely payment shall result in 10 percent interest being applied to the unpaid
amount, including all unpaid interest and principal, and due immediately.

3. City and Applicant shall work cooperatively with consultant(s) selected by City for the
preparation of the Planning Grant Applications.

4. City shali select consultant(s} necessary to complete the consolidation feasibility evaluation,
design of Applicant’s water and wastewater connections, design of necessary upgrades to City’s
water/wastewater infrastructure and applications for the CWSRF/DWSRF Construction Grants

5. If CWSRF/DWSRF Construction Grants, and any other grants are approved, then those
revenues shall be used to fund Applicant and City’s wastewater consolidation and portions of
upgrades to City water/wastewater infrastructure needed to address Applicant’s connections
and other City infrastructure needs

6. If awarded and the costs for preparing the Planning Grant Applications are reimbursed to the
City through the grant, then City shall reimbursed to Applicant for the costs it has reimbursed to,
City pursuant to this Agreement

7. it is understood and agreed by and between the Parties this Agreement shall bind the heirs,
executors, administrators, successors and assigns of the respective parties to this agreement.
This constitutes the final, complete and exclusive agreement between the Parties with regard to
the subject matter hereof, and supersedes all prior agreement and understandings, either oral
or written.

8. Applicant hereby agrees to defend, indemnify and hold harmless City, its officers, agents, and
employees from any and ail claims, demands, damages, liability, costs and expenses, inciuding
reasonable attorney’s fees and court costs to the extent arising out of Applicant’s or any of its
officers’, agents’ or employees’ breach of this Agreement, and/or Applicant’s or any of its
officers’, agents’ or employees’ negligence or willful misconduct.

9. Either party may terminate this Agreement with 30-days’ written notice; provided, that any
and all costs incurred by City prior to notice of that termination shall be reimbursed by Applicant
within 30 days after City send Applicant notice of that final payment due.

10. Venue for any legal action by either of the Parties against any of the other related to this
Agreement shall be a court of competent jurisdiction in San Luis Obispo County, State of
California; provided, that any party may seek a change of venue, either pursuant to California
Code of Civil Procedure section. 394, or otherwise pursuant to applicable law, but the Parties
expressly agree only to a court of competent jurisdiction in Los Angeles County, State of
California.

01181.0001/817188.5
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Reimbursement Agreement
Rancho Colina Water and Wastewater
Page 3 of 3

IN WITNESS WHEREQF Applicant and City have caused this Agreement to be signed by each of
their authorized officers/representatives the day and year noted below and the day it is sighed
on behalf of City shall be the Effective Date,

Applicant:

wike % Hawe - F-B-2oz=.

By:

William Stephen MacElvaine, General Manager Date
City:
By:

Scott Collins, City Manager Date
Approved as to form: Attest:
Chris Neumeyer, Dana Swanson,
City Attorney City Clerk

01181.0001/817188.5
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AGENDA NO: C-4

MEETING DATE: September 13, 2022

Staff Report

TO: Honorable Mayor and City Council DATE: September 7, 2022
FROM: Scott Collins, City Manager

SUBJECT: Consideration to Approve a Proposal from and authorize the City Manager to
execute an agreement with Valbridge Property Advisors for Preparation of an
Appraisal of the Jointly Owned Morro Bay-Cayucos Sanitary District
Wastewater Treatment Plant Site and Related Facilities (APNs: 066-031-032,
066-031-033, and 066-031-034)

RECOMMENDATION

Staff recommends City Council approve and authorize the City Manager to execute an agreement
with Valbridge Property Advisors for Preparation of an Appraisal of the Jointly Owned Morro Bay-
Cayucos Sanitary District Wastewater Treatment Plant Site and Related Facilities (APNs: 066-031-
032, 066-031-033, and 066-031-034).

FISCAL IMPACT

The total cost for the proposed appraisal is a minimum of $37,500, with the potential for additional
costs if engineering services are required to complete the appraisal. Per the Joint Power Agreement
(“JPA”) between the City of Morro Bay (City) and Cayucos Sanitary District (CSD) for the Wastewater
Treatment Plant (WWTP), the City ownership stake on the jointly owned site is 60% and CSD’s stake
is 40%. Thus, the City share in the appraisal costs is 60% or $22,500 (and 60% of any additional
costs above the minimum). Staff will return to City Council at mid-year for a budget appropriation in
the Sewer Fund to account for these currently unbudgeted costs.

BACKGROUND/DISCUSSION

Through JPA, the City and CSD jointly own the land and related WTTP facilities, and the City operates
the WWTP with CSD sending affluent from their community to the WTTP for processing. The CSD
compensates the City for use of the WWTP based on the load that is processed at the plant. On the
next page is a map of the jointly owned WTTP site (jointly owned area highlighted in red))

Prepared By: Dept Review:
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The City Council Water Reclamation Facility (WRF) Subcommittee (Mayor Headding and
Councilmember Heller) and staff have met several times recently with the Cayucos Sanitary District
WWTP Ad-Hoc Committee and staff regarding the future of the WWTP site. With the City nearing
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completion of its WRF and CSD’s completion of their own separate wastewater treatment facility, it
is time to begin the process of unwinding the JPA.

Both parties discussed the need to have a mutually agreed upon third-party appraisal prepared for
to determine the value of the jointly-owned treatment plant site and related facilities as part of the
discussions.

CSD representatives obtained a proposal from Valbridge Property Advisors to conduct the appraisal
(see Attachment 1). According to the proposal, Todd Murphy will conduct the appraisal work. Staff
feels comfortable moving forward with the appraisal, given Mr. Murphy’s vast experience assessing
public property in SLO County.

The scope of the appraisal will cover the facilities mentioned in the JPA, which are:
The jointly owned land,

Plant infrastructure and machinery

The Outfall, and

The joint force main

PN

This appraisal will establish the value of each item and provide a basis for the City and CSD’s
continued discussion. The CSD Board approved the proposal and to cover 40% of the costs at their
August 2022 Board meeting.

On a related note, per the California Coastal Development permit (CDP) for the WRF, the WWTP
must be decommissioned and demolished within one-year commencement of operations of the WRF.
It is anticipated CSD will cover their portion of those decommissioning and demolition costs as part
of the eventual unwinding of the JPA.

Following are the next steps in the process regarding the JPA with CSD and the future of the WWTP
site, with some steps occurring simultaneously in order to meet conditions of the WRF CDP:

e Conduct WWTP site and related facilities appraisal

¢ On-going discussions between City and CSD on future of the WTTP site and unwinding of the

JPA

e Develop plans for decommissioning of plant per the WRF CDP

o Demolition and decommissioning of plant per the WRF CDP

o Community engagement on the future of site

o Complete process of unwinding the JPA

ATTACHMENT
1. Appraisal Proposal for WWTP and Related Facilities
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4915 Calloway Dr., #101
Bakersfield, CA 93312
661-587-1010 phone
661-834-0748 fax
valbridge.com

June 29, 2022

Mr. Rick Koon

General Manager
Cayucos Sanitary District
200 Ash Avenue
Cayucos, CA 93430-1003
RKoon@cayucossd.org

Re: Appraisal Fee and Time Estimate:
Shared Wastewater Treatment Plant (WWTP) Site and Related Facilities
APNSs 066-331-032, -033, and -034
160 and 180 Atascadero Road and 1700 Embarcadero
Morro Bay (San Luis Obispo County), CA 93442

Dear Mr. Koon:

As requested, our firm is providing this Appraisal Fee and Time Estimate. Our firm will provide an
appraisal and opinion of market value of the above real property interests. The intended use of this
appraisal report will be for potential ownership-dissolution and/or sale purposes. The intended users
will be the clients [Cayucos Sanitary District (CSD)] and the City of Morro Bay (MB). No other uses or
users will be intended by the appraiser.

Scope of Work

We will appraise the 100% fee simple ownership and other interests in portions of the subject property.
Our appraisal will consider real property only, with no valuation of personal property, equipment,
and/or any business interest. The effective date of value will be current as of the last date of inspection.

The reported value opinions will be subject to certain industry standard definitions, assumptions and
limiting conditions, and certifications that will be contained in the report. More specifically, we will
develop analyses, opinions, and conclusions and prepare the report in conformity with the Uniform
Standards of Professional Appraisal Practice (USPAP) of the Appraisal Foundation, the Code of Pro-
fessional Ethics and Standards of Professional Appraisal Practice of the Appraisal Institute, and the
requirements of our client(s) as we understand them. A copy of Valbridge Property Advisors | Central
California Standard Terms of Appraisal Agreement is attached to this letter and will be an integral part
of this assignment.

We shall have no obligation, liability, or accountability to any third party. Any party who is not the
“client” or intended user identified on the face of the appraisal or in the engagement letter is not
entitled to rely upon the contents of the appraisal without the express written consent of Valbridge
Property Advisors | Central California. “Client” shall not include partners, affiliates, or relatives of the
party named in the engagement letter or appraisal. Client shall hold Valbridge Property Advisors |

© 2022 VALBRIDGE PROPERTY ADVISORS | Central California
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Central California or any other party responsible for preparing the report harmless in the event of any
lawsuit brought by any third-party, lender, partner or part-owner in any form of ownership or any
other party as a result of this assignment. The clients also agreeg that in the case of lawsuit arising
from or in any way involving these appraisal services, clients will hold myself, our firm, our appraisal
staff, or any other party responsible for preparing the report harmless from and against any liability,
loss, cost, or expense incurred or suffered by myself or any other party responsible for preparing the
report in such action, regardless of its outcome.

Market Value Definition

Unless directed otherwise, the market value definition to be used is based on the California Code of
Civil Procedures Section 1263.320, Fair Market Value. This represents the market value of a property
as if sold in the open market. In certain cases involving municipal-owned facilities, which reflect a very
limited market (such as pipeline facilities), Use Value (or Value In Use) has also been used as represen-
tative of market value. These are defined as:’

use value. The value of a property assuming a specific use, which may or may not be
the property’s highest and best use on the effective date of the appraisal. Use value may
or may not be equal to market value but is different conceptually. See also value in use.

value in use. The value of a property assuming a specific use, which may or may not be
the property’s highest and best use on the effective date of the appraisal. Value in use
may or may not be equal to market value but is different conceptually. See also use
value.

Property Overview

The subject property comprises the former Morro Bay/CSD WWTP Site and related facilities, including
pipeline infrastructure. Various other uses on the property include previously leased land for concrete
plant (Martin Marietta, formerly Hanson Aggregates); leased land for the north portion of Morro Dunes
RV Park; City of Morro Bay maintenance yard; open, sandy-beach shoreline; ocean outfall pipeline;
and joint trunk main pipeline.

The WWTP site includes an obligation to remove the existing facilities and restore the site to be usable
for an alternative use.

Property Size Estimate

The approximate acreage estimate for the WWTP site portions is summarized as follows (subject to
future confirmation):

CIiTY OF MORRO BAY AND CAYUCOS SANITARY DISTRICT
WWTP AREA BREAKDOWN

1 "Speedway Site" 1.38%
2and 5a  Former WWTP 5.60+
3and 5b  Maintenance Yard and Expansion 1.00+
4 and 5¢  Former Concrete Plant Site and Expansion 2.84

Total 10.82+

' The Dictionary of Real Estate Appraisal, Sixth Edition, 2015, Appraisal Institute
© 2022 VALBRIDGE PROPERTY ADVISORS | Central California
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The approximate acreage is shown as 10.82+ acres. It is notable that the notation on the San Luis
Obispo County Assessor’'s map for APNs 066-331-032 and -034 totals 16.90+ acres, plus the acreage
for APN 066-331-033 (not shown on the Assessor's map) is approximated at 2.84 acres, for a total of
19.74+ acres. The variation between 19.74+ and 10.82% acres is significant and appears to be primarily
the acreage of the beach portion based on the mean high tide line. We request a property size/acreage
confirmation for purposes of this appraisal.

Appraisal Assignment

This assignment includes valuing various assets mostly jointly owned by the City of Morro Bay and the
Cayucos Sanitary District. The properties to be valued are summarized in the following table:

CiTY OF MORRO BAY AND CAYUCOS SANITARY DISTRICT
JOINT FACILITIES APPRAISAL

Com- Appraised Land Ownership
ponent Asset Type Interest(s)” Identification (MB/CSD) Acres Comments
1a Beach, Roadway, and FS Lot 1 60%/40% 138+ “Speedway Site”
Leased RV Park Land
1b Former WWTP Land FS Lots 2 and 5a 60%/40% 5.60+ Former WWTP
1c Maintenance Yard Land FS Lots 3 and 5b 100%/0% 1.00+
1d Former Hanson Aggre- FS Lots 4 and 5¢ 60%/40% 2.84+ Former concrete
gates/Martin Marietta batch plant
Lease Site Land
2 Former WWTP Plant and FS Lots 2 and 5a 65%/35% n/a WWTP facilities;
Infrastructure substantial poten-
tial removal cost
Outfall Pipeline FS and E Crosses Lot 1 65%/35% n/a 18-inch pipeline
4 Joint Trunk Main E Atascadero n/a 18-inch clay pipe
Road, Private, notin-use
and Caltrans
Total 10.82+

Pipeline Assumed Easements

The Outfall Pipeline and Joint Trunk Main are buried pipelines. These pipelines may or may
not have existing easements in place. For appraisal purposes, please provide the length of the
pipelines and an assumed easement area/square footage for each of these pipelines.

Engineering Consultant Support

Aspects of this assignment will benefit from pipeline replacement costs and remaining useful life esti-
mates provided by a civil engineer, as well as other possible factors. The appraiser will work with an
engineering consultant, as needed. The appraiser shall select a civil engineer(s) for this
work in consultation with the clients. Any engineering consultant proposal shall be approved
by both clients prior to authorization of work. Any engineering fees will be paid by the clients.

©272 N SBBIEPRE PERAPRATH/ KBRS Cehier Catlomia
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Land Planning Support

The market value of the subject property is affected by the potential redevelopment and permitted
future uses of the property. The appraiser will consult with the City of Morro Bay Planning Department
and/or work with a land-planning consultant, as needed. Any land-planning consultant fees will be
paid by the client.

WWTP Facilities Removal and Site-Remediation Costs

Please provide a current cost estimate to remove the existing WWTP facilities and remediate the site
to enable redevelopment to an alternative use.

Appraisal Report Deliverable

We will provide a PDF of our narrative appraisal report.

Appraisal Services Fee Budget

Our appraisal services fee for this complex assignment is based on 15 days x $2,500 per day = $37,500.
We request a 50% retainer of $18,750 (invoice is attached).

Staffing

This appraisal report will be completed by Valbridge Property Advisors | Central California Senior
Appraiser Todd O. Murphy, MAI, ARA, with support from our appraisal staff.

Appraiser's Competency

The lead appraiser (Todd O. Murphy MAI, ARA) has experience appraising complex properties in Morro
Bay, coastal-oriented and oceanfront properties, industrial properties, and municipal facilities. The
appraiser has not completed an appraisal of a former WWTP and related facilities and pipelines. The
appraiser will attempt to gain competency in this valuation assignment in order to provide credible
assignment results. This includes consultation with appraisers and/or a civil engineer or other special-
ists.

Completion Schedule

Our schedule will permit completion of our report within 5 to 6 months from your authorization to
proceed and receipt of the requested materials.

Authorization to Proceed

If this proposal is acceptable, authorize Valbridge Property Advisors | Central California to proceed
with the appraisal by signing below and returning it via e-mail to Karla Caro (kcaro@valbridge.com).
Alternatively, you may mail a hard copy to the address listed in this letter. Upon receipt of the signed
engagement and retainer, Todd O. Murphy, MAI, ARA, from our office will be in contact with you to
arrange a property inspection.

© 2022 VALBRIDGE PROPERTY ADVISORS | Central California
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We look forward to working with you on this assignment.

Sincerely,

Michael C. Burger, MAT, R/W-AC

Senior Managing Director

California Certified-General Appraiser #AG003817
mburger@valbridge.com

MCB:TOM:kc;jsi

Attachments

Accepted By:

Mr. Rick Koon, District Manager Date
Cayuos Sanitary District

Mr. Scott Collins, City Manager Date
City of Morro Bay

REQUIRED ITEMS

e $18,750 retainer payable to SLO Appraisals Inc. dba Valbridge Property Advisors | Central
California

e Copy of most current title report

e Copy of current acreage estimate for Components 1a, 1b, 1¢c, and 1d
e Copy of assumed easement areas for Components 3 and 4

e Copies of any updated leases currently in effect

e Copies of any relevant technical reports that have been prepared en-the-raneh (engineering,
geology, biology, land-use planning investigations, feasibility studies, land surveys, building
inspection reports, development feasibility and cost estimates, water well reports, Phase |
environmental assessment, remediation cost estimates, etc.) — originals will be returned

e Copy of current WWTP removal and site-remediation costs

© 2022 VALBRIDGE PROPERTY ADVISORS | Central California
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STANDARD TERMS OF APPRAISAL ASSIGNMENT

1.

Acceptance of this agreement assumes that our client will provide all necessary information needed
for the appraisal on a timely and truthful basis and assumes that the client will provide sufficient
access to the property to be appraised. A delay in receipt of information may delay completion of
the assignment.

Appraiser shall have no responsibility for legal matters, questions of survey or title, soil or subsoil
conditions, engineering, or other similar technical matters. The appraisal report will not constitute
a survey of the property appraised. This appraisal does not guarantee compliance with building
code and life safety code requirements of the local jurisdiction. Nor does it certify that tenants have
complied with all requirements necessary to obtain use and occupancy permits.

Unless otherwise noted, the appraisal will value the property as though free of contamination.
Valbridge Property Advisors | Central California (also known in the document as “Valbridge |
Central California”) will conduct no hazardous materials or contamination inspection of any kind.
It is recommended that the client hire an expert if the presence of hazardous materials or con-
tamination poses any concern.

The Americans with Disabilities Act (ADA) became effective in 1992. We will not make a specific
compliance survey and analysis of this property to determine whether or not it is in conformity with
the various detailed requirements of the ADA. It is possible that a compliance survey of the property,
together with a detailed analysis of the requirements of the ADA, could reveal that the property is
not in compliance with one or more of the requirements of the Act. If so, this fact could have a
negative effect upon the value of the property. Since we have no direct evidence relating to this
issue, we will not consider possible non-compliance with the requirements of ADA in determining
the opinion of value of the property.

The fee quoted is based on our understanding of the assignment as outlined in the scope of work.
Changes in scope will be billed at our normal hourly rates. If any employee of Valbridge | Central
California is asked or required to appear and/or testify at any meeting, deposition, trial, or other
proceeding about the preparation, conclusions, or agreement, client shall compensate appraiser
for the time spent in appearing and/or testifying and in preparing to testify according to the
appraiser's then current hourly rate, plus expenses.

The fee and estimated time are subject to change if the property is not as outlined in our proposal
or if issues come to light during the course of our investigation which, in our opinion, necessitates
such change. If the client places an assignment “on hold,” then reactivates the appraisal, an
additional charge may apply due to inefficiency created.

The Valbridge Property Advisors office responsible for the preparation of this report is inde-
pendently owned and operated by Michael Burger & Associates and MB Appraisals, Inc. Neither
Valbridge Property Advisors, Inc., nor any of its affiliates have been engaged to provide this report.
Valbridge Property Advisors, Inc., does not provide valuation services and has taken no part in the
preparation of this report.
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10.

11.

12.

13.

14.

If any claim in filed against any of Valbridge Property Advisors, Inc., a Florida Corporation, its
affiliates, officers, or employees, or the firm providing this report, in connection with, or in any way
arising out of, or relating to, this report, or the engagement of the firm providing this report, then
(1) under no circumstances shall such claimant be entitle to consequential, special, or other
damages, except only for direct compensatory damages and (2) the maximum amount of such
compensatory damages recoverable by such claimant shall be the amount actually received by the
firm engaged to provide the report.

This report and any associated work files may be subject to evaluation by Valbridge Property
Advisors, Inc.,, for quality control purposes. Valbridge Property Advisors, Inc., will maintain the
confidentiality of the report and associated work files.

Our standard payment policy is as follows: the balance is due upon presentation of the invoice; if
payment is not made within 30 days of date, due interest at the rate of 1.5% per month will be
added to the principal from the due date to date payment is received, and you shall pay all expenses
of collection, including court costs and attorney fees. If the client requests a draft, the fee is due
upon delivery of the draft, Valbridge | Central California shall be under no obligation to continue
work on an assignment that is not paid current. The fee for this appraisal is not contingent upon
the valuation of the property, the funding of any loan, or outcome of litigation. Any opinions we
may have expressed about the outcome of your matter or case are expressions of our opinions only
and do not constitute any guarantee about the outcome.

Should the assignment be terminated prior to completion, you agree to pay for time and costs
incurred prior to our receipt of written notice of cancellation.

If this assignment includes a provision for work performed on an hourly billing basis, such work is

subject to periodic adjustment to our then-current rates. Valbridge | Central California shall
provide 30 days’ notice to client prior to any rate increase. If client chooses not to consent to the
increased rates, client may terminate Valbridge | Central California services by written notice
effective when received by Valbridge | Central California.

If this assignment includes a provision for work on an hourly billing basis, client acknowledges that
Valbridge | Central California has not committed to any total fee amount to be incurred by client
under this agreement.

You and Valbridge | Central California both agree that any dispute over matters in excess of $5,000
will be submitted for resolution by arbitration. This includes fee disputes and any claim of mal-
practice. The arbitrator shall be mutually selected. If Valbridge | Central California and the client
cannot agree on the arbitrator, the presiding head of the Kern County Mediation & Arbitration
panel shall select the arbitrator. Such arbitration shall be binding and final. In agreeing to
arbitration, we both acknowledge that, by agreeing to binding arbitration, each of us is giving up
the right to have the dispute decided in a court of law before a judge or jury. In the event that the
client, or any other party, makes a claim against Valbridge | Central California; Michael Burger &
Associates and MB Appraisals, Inc.; or any of its employees in connection with or in any way relating
to this assignment, the maximum amount of damages recoverable from Valbridge | Central
California or its employees shall be the amount of monies actually collected by Valbridge | Central
California for this assignment, and under no circumstances shall any claim for consequential
damages be made.
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Valbridge | Central California shall have no obligation, liability, or accountability to any third party.
Any party who is not the “Client” or intended user identified on the face of the appraisal or in the
engagement letter is not entitled to rely upon the contents of the appraisal without the express
written consent of Valbridge | Central California. “Client” shall not include partners, affiliates, or
relatives of the party named in the engagement letter. Client shall hold Valbridge | Central
California and its employees harmless in the event of any lawsuit brought by any third party, lender,
partner or part owner in any form of ownership, or any other party as a result of this assignment.
The client also agrees that in case of lawsuit arising from or in any way involving these appraisal
services, client will hold Valbridge | Central California harmless from and against any liability, loss,
cost, or expense incurred or suffered by Valbridge | Central California in such action, regardless
of its outcome.

Distribution of this report is at the sole discretion of the client, but third parties not listed as an
intended user on the face of the appraisal or engagement letter may not rely upon the contents of
the appraisal. In no event shall client give a third party a partial copy of the appraisal report. We
will make no distribution of the report without the specific direction of the client.

This agreement contains the entire agreement of the parties. No other agreement, statement, or
promise made on or before the effective date of this agreement will be binding on the parties. This
agreement may only be modified by subsequent agreement of the parties.
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