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FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT is made and entered into this 11" day of August,
2010 between the DEL NORTE SOLID WASTE MANAGEMENT AUTHORITY
(hereinafter "Authority") a joint powers authority of the City of Crescent City (hereinafter
"City") and Del Norte County (hereinafter "County"), and RECOLOGY DEL NORTE
(hereinafter "Contractor").

Unless otherwise specified in this Agreement, any action authorized or required to be
taken by the Authority may be taken by the Governing Board of the Authority
(hereinafter "Board") or by any official or agent designated by the Board. If the Authority
is dissolved at any point during the term of this Agreement, the Agreement may be
assigned in one or more parts to the City and County. Terms of the Agreement would
remain the same, except as may necessarily be required to administer this Agreement
as two or more franchises in separate geographical areas by separate franchisees.

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

A. The efficient and orderly Collection of Solid Waste and Recyclable Materials
is an essential component of public safety and health. Balanced regional Solid Waste
management and planning must be maintained and developed so as to safeguard
public health, optimize the use of limited natural resources, and insure the efficient and
orderly Collection and Disposal of Solid Waste and Recyclable Materials.

B. It is desirable that the public recognize its ultimate responsibility to reduce,
recycle and dispose of all waste in an environmentally sound manner and that rates
must be established at levels that are commensurate with the cost of carrying out that
responsibility.

C. The Joint Powers Agreement between the City and County provides Authority
with the ability within the City and County, to regulate the Collection of Solid Waste and
Recyclable Materials, including, but not limited to, the right to license, franchise, and
establish rates for Solid Waste Collection and Disposal and Recyclable Materials
Collection, processing and marketing services.

D. This Agreement is entered into pursuant to clearly articulated State policy
authorizing exclusive Franchise Agreements for Solid Waste Collection services.
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AGREEMENT
NOW, THEREFORE, intending to be legally bound, the parties agree as follows:
ARTICLE 1. DEFINITIONS AND EXPLANATIONS
1.01 Definitions

For purposes of this Agreement, the following words or phrases have the following
meanings.

Agreement
"Agreement" or “Franchise Agreement” means this Franchise Agreement For Solid

Waste And Recyclables Collection Services For Crescent City And Del Norte County,
California between the Authority and Recology Del Norte, including all exhibits, and any
future amendments hereto.

Applicable Law

"Applicable Law" means all laws, regulations, rules, orders, judgments, decrees,
permits, approvals, or other requirements of any government authority having
jurisdiction over the Collection and/or disposition of Solid Waste and Recyclable
Materials that are now in force and as they may be enacted, issued, or amended during
the term of this Agreement.

Authority
"Authority" means the Del Norte Solid Waste Management Authority.

Basic Level of Service

“Basic Level of Service” for residential Customers or facilities means the 32 gallon Solid
Waste cart Collection Service or average volume of 32 gallons of Solid Waste bin
Collection Service for each tenant household at a residential facility, including all
included services as described in Exhibit B1, Section B.5 to this Agreement. For
commercial, institutional, and government customers and facilities, “Basic Level of
Service” means Weekly Solid Waste Collection Service of adequate volume so that
discards do not visibly accumulate outside carts, bins, or debris boxes at that location,
and minimum recyclables collection services as may be established by Authority to
comply with State and local law.

Bid

“Bid” shall mean the Original Proposal, and all related correspondence, submittals, and
representations, submitted by Contractor in response to the “Franchise for Solid Waste,
Recyclables, and Organics Collection Services Request for Proposals, Fiscal Years
2011/12 — 2022/23,” including Attachments, Exhibits, and Addenda as issued by the
Authority.

Board
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"Board" means the Governing Board of the Del Norte Solid Waste Management
Authority.

Bulky Item
"Bulky Item" means discarded large household appliances, furniture, tires less than 60

inches in diameter (with or without rims), mattresses, water heaters, televisions, and
similar large items that require special handling due to their size or weight, or which
cannot be collected without the assistance of special loading equipment (such as
forklifts or cranes), or special handling by collection crews. "Bulky Item” may also refer
to any item subject to a per-item charge at the Central Transfer Station; a single box
weighing not more than one hundred pounds containing consumer electronics devices
and/or televisions; a single tree of not more than nine (9) feet in height (such as a
Christmas tree) without metal stands, ornaments, or tinsel; or one and one-half (1.5)
cubic yards of bagged material or rolls of carpet or carpet padding prepared for
collection as a “Bulky Item.” For the purposes of the Bulky Item Special Collection
Services described in the Collection Service Standards, each refrigerator, freezer, or
other appliance or item requiring certified Freon removal will count as two Bulky Items.

Central Transfer Station and Materials Recovery Facility

"Central Transfer Station and Materials Recovery Facility" means the Del Norte County
Transfer Station serving Del Norte County, located at 1700 State Street, Crescent City,
California.

Collection

"Collection" or “Collection Service” means the collection of Solid Waste, Recyclable
Material, Organic Material, or other material specified in this Agreement from
Generators, and the transportation of this Solid Waste, Recyclable Materials, Organics,
or other specified material to a designated Solid Waste Management facility, permitted
processing facility, or Recycling facility.

Commencement Date
“‘Commencement Date” means the July 1, 2011, the day that the services detailed in
this Agreement are to begin.

Commercial Solid Waste

"Commercial Solid Waste" means Solid Waste originating from stores, business offices,
commercial facilities, hospitals, campgrounds, hotels, educational, health care, military,
and correctional institutions, non-profit organizations, government offices, and other
non-residential facilities, properties, and activities.

Components of Rates

“‘Components of Rates” or “Rate Components” means the respective percentages of
each rate allocated to (1) Collection, (2) transport, and (3) tipping for each Collection
Service offered under this Agreement. The Collection component of each rate
represents the percentage of that Collection rate related to costs for billing and
accounting, as well as, the costs for the vehicle and container(s) necessary for that
Collection Service. The transport component of each rate includes the percentage of

Printed on >30% post-consumer recycled paper




the rate necessary to cover variable costs to transport the collected materials to the
point where they are unloaded. The tipping component of each rate includes the
percentage of the rate to unload, process, market and/or dispose of the materials
collected. The three percentage components of each rate will add up to 100%.

Containerized
“Containerized” means materials placed by a Generator into a container and positioned
for Collection in exchange for a fee.

Contractor
“Contractor” means Recology Del Norte.

Customer
“‘Customer” means a resident, property owner, business or government entity that
subscribes for Collection Services offered by Contractor.

Date of Execution
‘Date of Execution” means the date on which all required signatures are obtained on
this Agreement.

Director
"Director" means the Director of the Del Norte Solid Waste Management Authority, or
his or her designee.

Disposal
"Disposal" means the final disposition of Solid Waste collected by the Contractor at a

landfill or other facility approved by the Authority.

Disposal Site(s)

"Disposal Site(s)" means the Central Transfer Station and Materials Recovery Facility,
or other Solid Waste Management Facility or facilities approved by the Authority for the
ultimate Disposal of Solid Waste collected by the Contractor.

Effective Date

"Effective Date" means the date on which the Agreement has been signed by both
parties and all conditions under Section 3.02 have been met to the satisfaction of the
Authority.

Extended Producer Responsibility

“‘Extended Producer Responsibility,” “Product Stewardship” and “EPR” refer to policies
and programs that seek to minimize environmental impacts throughout a product’s
lifecycle by constructively engaging manufacturers and retailers in the financing and
management of take back and end-of-product-life recovery of their products.

Franchise
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"Franchise" means the rights granted to the Contractor under the terms and conditions
of this Agreement.

Franchise Area
"Franchise Area" means the Primary and Secondary Franchise Areas of Del Norte
County described in Exhibit A1, and illustrated in Exhibit A2.

Generator

"Generator" means the occupant or owner of property or facilities, including residents,
businesses, and agencies that generate Solid Waste, Recyclable Materials, and
Organic Materials.

Gross Revenues

"Gross Revenues" means all revenues collected by Contractor for providing Solid
Waste Collection, Containerized Organics Collection, and Multi-Material Recycling
Collection Services within the Franchise Area less the costs of Disposal at Authority
facilities. Gross Revenues include revenues received from the sale of Recyclable or
Organic Materials, less documented processing and transportation expenses, collected
as part of one or more Franchise Collection Services. Gross Revenue will not include
revenues derived from providing Collection Services to entities which are not required
to utilize Franchise services, if and only if Contractor provides those non-Franchise
services using containers and vehicles which are not used to provide Collection
Services to any Franchise customers.

Hazardous Waste

"Hazardous Waste" has the meaning defined in California Code of Regulations, Title
14, Division 7, Chapter 3, Article 4, §17225.32 and Health and Safety Code § 25117, or
successor laws and regulations as may be amended from time to time.

Holiday
“Holiday” means the following days: New Year’s Day, Easter, Memorial Day, Fourth of

July, Labor Day, Thanksgiving and Christmas.

Household Hazardous Waste
"Household Hazardous Waste" has the meaning defined in California Code of
Regulations §18502.

Industrial Solid Waste

"Industrial Solid Waste" means Solid Waste originating from mechanized manufacturing
facilities, factories, construction and demolition projects, and publicly operated
treatment work, or materials placed in debris boxes at those facilities.

Materials
“‘Materials” means all Solid Waste, Recyclables, and Organic Materials as defined in
this Agreement.

Medical and Infectious Waste
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"Medical and 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.

Multi-family Residence

"Multi-family Residence" means a mobile home or trailer park, apartment complex,
condominium complex, senior housing/care facilities, or other multi-unit residential
complex with five (5) or more dwelling units.

Off-curb

“Off-curb” means a Residential Franchise cart Collection Service that requires the
Contractor to move the cart more than 15 feet for the container to be accessible to a
Collection vehicle, and such Franchise Collection Service is therefore subject to an Off-
curb percentage surcharge. Commercial cart Collection Services will not be subject to
Off-curb surcharges.

Off-road

“Off-road” means a Franchise Collection Service that generally includes the Contractor
moving the can, cart, or bin more than 150 feet to a street accessible by a standard
Collection vehicle, or a Collection Service at an address that requires a non-standard
Collection Service vehicle, and the Franchise Collection Service is subject to an Off-
road percentage surcharge. No single Franchise Collection Service will be subject to
both an Off-road and a Roll-out surcharge. All addresses subject to Off-road
surcharges are listed in Exhibit E, which must be approved in advance by the Board
and may be amended by the Board as necessary.

Opportunity to Recycle

"Opportunity to Recycle" means the opportunity for residents, businesses, industries,
institutions and agencies to recycle by using community drop-off centers, by using
streetside containers, or by subscribing to services that include Recyclables Collection
service(s) offerred by Contractor within the Franchise Area.

Ordinance

"Ordinance" means all ordinances or resolutions passed now or in the future by
Authority, City, or County relating to Solid Waste, Recyclables and Organics Collection
and/or disposition for the Franchise Area.

Organic Materials

“Organic Materials” or “Organics” means all plant trimmings, untreated wood, yard
debris, leaves, grass, and other materials that are readily composted, and which are
indicated as acceptable on the Authority-approved label on Contractor-provided
Organics carts. Grease and trap pumpings from commercial and industrial sources are
not considered Organics.

Overweight
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“Overweight” means one or more refuse containers prepared for Collection that exceed
the following weight limits:

Type of Container Weight Limit
Bag or 20 gallon cart 40 pounds
32 Gallon cart 60 pounds
64 gallon cart 120 pounds
96 gallon cart 180 pounds
10 cubic yard bin 3.0 tons

20 cubic yard debris box 4.25 tons

30 cubic yard debris box 5.5 tons

40 cubic yard debris box 6.25 tons

Placed for Collection

“Placed for Collection” means the preparation and placement of materials, items, bins,
bags, cans or carts by a Customer in a manner and in a location specified by Contractor
for Collection.

Prohibited Waste

“Prohibited waste” includes all products and materials which are banned from mixed
waste disposal in California by one or more State agencies with legislative authority to
make such determination, or which have been banned from disposal at the landfill
receiving materials disposed at the Del Norte County Transfer Station. Prohibited
wastes include, but are not limited to, hazardous wastes, untreated medical wastes,
sharps, universal wastes, electronic wastes, and consumer electronic devices.

Recycling
"Recycling" means the process of collecting, sorting, processing, and remanufacturing

specific material commodities into products.

Recyclable Materials

"Recyclable Materials" or "Recyclables" means specific discarded material commodities
intended for Recycling, that are separated, set aside, handled, packaged or offered for
Collection by a Generator in a manner apart from Solid Waste, and specifically
includes, without limitation, all glass containers, newspapers, office paper, magazines,
brown corrugated cardboard and kraft paper bags, plastic containers, aluminum, steel
cans, and metals that have been separated from Solid Waste by Generators, and other
materials determined to be Recyclable by the Authority.

Related Party

"Related Party" means any parent or subsidiary corporation or any other person or
entity that owns or controls at least thirty percent (30%) of Contractor, or in any
enterprise in which Contractor owns or controls at least a thirty percent (30%) interest.

Roll-out

“‘Roll-out” means a Franchise Collection Service that requires the Contractor to either
unlock an enclosure, or to move the bin more than 15 feet for that container to be
accessible to a Collection vehicle, and such Franchise Collection Service is subject to a
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Roll-out percentage surcharge. If the Customer has subscribed to a Franchise
Collection Service that includes a locking bin, a Roll-out surcharge will not be assessed
unless the bin to be collected needs to be physically moved to be accessible to a
standard Collection vehicle. Roll-out surcharges will not be assessed for cart or debris-
box Collection Services, and will not be applied to the charge for a locking bin.

Single-family Residence
"Single-family Residence" means a residence comprised of four (4) or fewer dwelling
units.

Solid Waste

"Solid Waste" means solid waste as defined in California Public Resources Code §
40191 and includes the following: (1) all putrescible and nonputrescible wastes,
whether in solid or liquid form, except liquid-carried industrial wastes or sewage hauled
as an incidental part of septic tank or cesspool-cleaning service; (2) garbage (i.e.
putrescible animal, fish, food, fowl, fruit or vegetable matter, or any thereof, resulting
from the preparation, storage, handling or consumption of such substances); (3) rubbish
(i.e., wood waste, wood products, printed materials, paper, pasteboard, rags, straw,
used and discarded clothing, packaging materials, ashes, floor sweepings, glass, and
other waste materials); (4) ashes; (5) commercial and industrial wastes; (6) swill; (7)
demolition and construction wastes; (8) vehicle parts and tires; (9) discarded home and
industrial appliances; (10) manure; and (11) sewage sludges as defined in California
Code of Regulations § 2520(d)(3) and § 2523(c). Not included in the definition of Solid
Waste are Hazardous Waste, Medical and Infectious Waste, and source-separated
Organics or Recyclable Materials.

Solid Waste Management Facility

"Solid Waste Management Facility" means any facility designed and permitted to
manage Solid Waste or Recyclable Materials, and includes Recyclable Materials
processing, material recovery, composting, waste-to-energy, landfill(s) and other
facilities as described in the Del Norte Countywide Integrated Waste Management Plan,
as amended from time to time.

Source-Separated

“Source-separated” means materials that have been properly placed into Organics or
Recycling carts, bins, community drop-off recycling bins, or debris boxes, or properly
Placed for Collection as part of a Spring Cleanup event for the purpose of Recycling
those materials, or for the purpose of recovering those materials as Organics. Materials
which have been placed in solid waste carts, bins, compactors, or debris boxes are not
source-separated, even if the contents of such Solid Waste bins are later processed to
remove and recover Recyclables and/or Organics.

Substantial Evidence
"Substantial Evidence" means evidence sufficient to convince a reasonable person as
to the conclusion to be drawn from the evidence.

Term
"Term" refers to the term of this Agreement, as set forth in Section 3.01.
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Weekly
“Weekly” means at least once every seven days, on the same day of the week, except

in cases when a Holiday occurs during the prior week, in which case the Contractor
may adjust the day of Weekly Collection to be up to two days after the regular day of
Collection.

1.02 Explanations

A. All references to “section” and “article” in this Agreement refer to sections
and articles of this Agreement unless otherwise specified.

B. Any reference to a particular state or local law or regulation shall be
deemed to include all future amendments to the specific law as well as
any successor laws.

ARTICLE 2. REPRESENTATIONS AND WARRANTIES OF CONTRACTOR

2.01 Contractor Status

Contractor represents that: it is duly organized, validly existing, and in good standing
under the laws of the State of California; it is qualified to transact business in the State
of California; and it has the power to own its property and to carry on its business as
now owned and operated and as required by this Agreement.

2.02 Contractor Authorization

Contractor has the authority to enter into and perform its obligations under this
Agreement. Contractor or its authorized representative has taken all actions required
by law and its governing documents to authorize the execution of this Agreement. The
persons signing this Agreement on behalf of Contractor warrant and represent that they
have authority to do so.

2.03 Representation of Minimum Standards

A. Certified Representations. Contractor represents and warrants that it
meets the minimum standards required to enter into this Agreement as specified
in this Article, which was certified and made part of Contractor's Bid. Contractor
must immediately notify Authority of any change in its status that would affect
compliance with these minimum standards. Failure to maintain compliance with
these standards at anytime throughout the Term of this Agreement will be
considered an Event of Default pursuant to Section 9.02.

B. Minimum Experience Qualifications. Contractor must, at a minimum,
demonstrate strong experience in Collections, Solid Waste, and trucking, as
experience held by one or more of the Contractor's management team, or
experience of Contractor's subcontractors. The following are the minimum
standards for the experience expected and hereby warranted by Contractor to be
held by at least one of the Contractor's management team or subcontractor(s):
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(1) Minimum five (5) years Solid Waste Collections experience including both
residential and commercial accounts with service levels of at least 2,500
household and business accounts.

(2)  Contractor must have been in business for at least five (5) years and
profitable for at least three (3) of those years.

(3)  Contractor must have a net worth of at least equal to three (3) months
projected revenues of the project.

(4)  Contractor must have annual revenues of at least two (2) times the annual
revenues of the project.

(5)  Contractor must have the ability to obtain the required performance bond
as evidenced by a letter from a qualified surety company.

C. Requirement. Contractor will be required to maintain access to this level
of experience, by hiring appropriately experienced personnel or subcontractor(s)
for the start-up phase of the Collections Franchise and for at least the first
eighteen (18) months after the Commencement Date.

ARTICLE 3. TERM OF AGREEMENT

3.01 Term of Agreement and Commencement Date

The rights, privileges and Franchise granted under this Agreement will continue in force
for a period of twelve (12) years from the Commencement Date, and expire at midnight
June 30, 2023. This Agreement may be terminated prior to that date under the
provisions of Article 9.

3.02 Conditions to Effectiveness of Agreement

This Agreement may not become effective and Authority will not be obligated to permit
this Agreement to become effective or to perform the undertakings provided for in this
Agreement unless each and every condition set forth below (A — F) is either satisfied or
waived by Authority in writing. Waiver of any of the following conditions to the
effectiveness of this Agreement will not preclude Authority from pursuing any claim for
breach of this Agreement.

A. Accuracy of Representations. The representations and warranties made
by Contractor in its Bid are true and correct as of the date of execution of the Bid,
and the representations and warranties made by Contractor in Article 2 are true
and correct as of the Effective Date and date of execution of this Agreement.

B. Absence of Litigation. There is no litigation pending on the Effective
Date in any court challenging the award or execution of this Agreement or
seeking to restrain or enjoin its performance.
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C. Effectiveness of Board Action. A Board Resolution approving this
Agreement shall be adopted.

D. Submission of Plans and Lists. Contractor must submit to Authority
within sixty (60) days of the Date of Execution: a Contingency Plan pursuant to
Section 5.02; a Hazardous Waste Management Plan pursuant to Section
5.11(A); a draft Inventory List pursuant to Section 5.04(B)(3)(e) of this
Agreement; a draft Personnel List pursuant to Section 5.04.C of this Agreement;
and a plan for the provision of the spring cleanup program pursuant to Exhibit B1,
Section B.5.(c). Each of these plans and lists must meet the satisfaction of
Authority.

E. Verification of Insurance Coverage and Faithful Performance Bond.
Contractor must submit, to the satisfaction of Authority, endorsements of
insurance coverage and a faithful performance bond pursuant to Article 8.

F. Maintaining Access to Processing Capacity for Recyclables.
Contractor will own and operate facilities for processing Recyclable Materials
collected under this Agreement, or maintain a fully executed Processing
Agreement as described in Section 5.12. The Processing Agreement, and any
amendments thereto, must be approved by the Board.

ARTICLE 4. FRANCHISE

4.01 Grant of Franchise: Scope of Franchise

A. Grant of Franchise. Subject to the conditions and reservations contained
in this Agreement, Authority hereby grants to Contractor the right, privilege and
franchise to:

(1)  Collect and haul over the streets and alleys of Franchise Area the
Solid Waste and Organic Materials of others placed into debris
boxes, bins, carts, cans and bags provided by Contractor and the
right to exact a charge for those services from Customers served.

(2)  Collect and haul over the streets and alleys of Franchise Area all
containers with three (3) or more materials for the purpose of
Recycling those materials, and the right to exact a charge for those
services from Customers served.

(3) Provide or otherwise secure the Opportunity to Recycle for all
Customers within Franchise Area.

B. Exclusive Franchise for Solid Waste Collection. To the extent allowed
by law, this Franchise is exclusive for the purposes of providing Solid Waste
Collection Services within the Franchise Area, and for collecting materials to be
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disposed at permitted Solid Waste Disposal facilities such as transfer stations,
landfills, or incinerators. This Agreement does not confer any right or benefit
upon any person or entity not a party to this Agreement. Participation by
Generators in Solid Waste Collection Services is voluntary until such time that
the Board may enact an ordinance mandating Generator participation in Solid
Waste Collection Services. If mandatory Solid Waste Collection is instituted, or
the Authority makes other changes in policy or passes an ordinance that
substantially changes the customer base or services to be offered under this
Agreement, Contractor will participate in good faith negotiations with Authority for
rate adjustment consistent with Sections 5.14 and 5.15. This Agreement does
not guarantee a minimum participation level by Generators for Solid Waste
Collection Service.

C. Nature of Franchise Collection Services, Exclusive and Non-
Exclusive.

(1) Exclusive Containerized Multi-material Recyclables Collection. To
the extent allowed by law, this Franchise is exclusive for the
purposes of providing Recyclables Collection Services in all
circumstances in which three (3) or more Recyclable Materials are
placed into a single can, cart or bin for Collection within the
Franchise Area on a fee-for-service basis. Furthermore, to the
extent allowed by law, this Franchise is exclusive for the purposes
of providing Recyclables Collection Services to Single-family and
Multi-family Residences within the Franchise Area on a fee-for-
service basis. Nothing in this Agreement infringes upon the right of
a resident, commercial or industrial entity, or agency to donate or
sell their Recyclable Materials to any party of their choice.
Participation by residents, commercial and industrial entities, and
agencies is voluntary. This Agreement does not guarantee any
minimum participation level in Recyclables Collection Service by
residential, commercial, industrial, government, or institutional
Customers.

(2) Exclusive Containerized Organics Collection. To the extent allowed
by law, this Franchise is exclusive for the purposes of providing
Containerized Organics Collection Services within the Franchise
Area on a fee-for-service basis. Nothing in this Franchise
Agreement infringes upon the right of a resident to donate or sell
any Organics Recyclable Materials from Single-family or Multi-
family Residential sources to any party of their choice. Participation
by residences in Single-family and Multi-family Residence Organics
Collection is voluntary. This Agreement does not guarantee any
minimum participation level in Organics Collection Services.

(3) Non-Exclusive Non-Residential Single-Material Recyclables
Collection. This Franchise is exclusive for fee-for-service
Containerized Collection of mixed Recyclables, but is non-exclusive
for the purposes of providing other single-material (e.g. corrugated
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cardboard, metals, glass) Recyclables Collection Services to
commercial and industrial establishments. Fee-for-service
Recyclables Collections where a single container, cart, or bale is is
used to store and collect up to two material types is also non-
exclusive under this Franchise. Separate from Solid Waste
Collection, Contractor is required to offer single-material (e.g.
corrugated cardboard, office paper, metals, glass containers)
Recyclables Collection Services to all such establishments in the
Franchise Area for not more than sixty percent (60%) of
comparable Solid Waste Collection rates for a given commercial or
industrial establishment. Participation by commercial and industrial
establishments in Recyclables Collection is voluntary. This
Agreement does not guarantee any minimum participation level in
commercial and industrial Recyclables Collection Services offered
by Contractor and does not limit the Authority’s ability to grant rights
or privileges to other persons, businesses or entities for the
provision of Recyclables Collection Services to commercial and
industrial establishments.

4.02 Franchise Fee

A. Amount. In consideration of the Franchise provided for in Section 4.01,
Contractor will pay to Authority the Franchise fee of ten percent (10%) of the
Gross Revenues subject to the Franchise Fee derived by Contractor from
providing Solid Waste and Organics Collection Services and Multi-material
Recycling Collection Services. Authority reserves the right to modify the
Franchise fee by Ordinance at any time during the Term of this Agreement.
Authority must, however, provide Contractor with a Collection rate increase
equivalent to the increase in the Franchise Fee.

B. Time and Method of Payment.

(1)

(2)

Computation. The Franchise fee is to be computed and paid on the
basis of Contractor's receipts each calendar month. Contractor
shall prepare and mail remittance each month not later than twenty
(20) calendar days after the end of each month. The remittance will
be accompanied by a Franchise fee report in a form acceptable to
Authority setting forth the basis and calculations used for computing
the amount due, and such other information reasonably required by
Authority. The Contractor shall also provide an annual “Franchise
Fee Report” summarizing the prior fiscal year's monthly payments.
The figures used will be reconciled with the general books of
account of the Contractor.

Underpayment / Overpayment. If Contractor fails to pay the entire
amount of compensation due Authority through error or otherwise,
the difference due Authority must be paid by Contractor within thirty
(30) days from discovery of the error or determination of the correct
amount. In addition, the Contractor shall pay interest on any
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underpayment at an annual interest rate that is equal to the Prime
Rate plus 8% as of the date the Franchise Fee was due. Any
overpayment to Authority through error or otherwise will be
deducted from the next payment due from Contractor.

(3)  Acceptance Not a Waiver. Acceptance by Authority of any
payment due under this Article may not be deemed to be a waiver
by Authority of any breach of this Agreement, nor may the
acceptance by Authority of any such payments preclude Authority
from later establishing that a larger amount was actually due, or
from collecting any balance due to Authority.

(4) Payment Under Protest. In the case of a dispute between
Authority and Contractor regarding any amounts due, Contractor
shall pay the amount claimed by Authority as due and notify
Authority in writing at the time of payment as to any portion that is
paid under protest, specifying the basis of its claim of overpayment.

ARTICLE 5. SOLID WASTE, RECYCLABLES, & ORGANICS COLLECTION

5.01

SERVICES
General
A. Duty to Furnish. Contractor shall furnish all labor, supervision, vehicles,

equipment, containers, fuels, materials, supplies, and all other items necessary
to perform the services required by this Agreement. The enumeration of, and
specification of requirements for, particular items of labor or equipment does not
relieve Contractor of the duty to furnish all others, as may be required, whether
enumerated or not.

B. Quality of Service. The work to be done by Contractor pursuant to this
Agreement will be accomplished in a thorough and professional manner so that
the residents and businesses within the Franchise Area are provided litter free,
reliable, courteous and high-quality Solid Waste Collection, Organics Collection,
and Recycling Collection Services. Contractor will at all times use best industry
practices for comparable operations, sound management and operations
practices, and fully comply with all Applicable Laws. The enumeration of, and
specification of requirements for, particular aspects of service quality does not
relieve Contractor of the duty to accomplish all other aspects of service in the
manner provided in this Article, regardless of whether such other aspects are
enumerated elsewhere in the Agreement or not.

5.02 Contingency Plan

Contractor shall submit to Authority within 60 days of the Date of Execution a written
“Contingency Plan” demonstrating Contractor's arrangements to provide vehicles and
personnel and to maintain uninterrupted service during mechanical breakdowns, and in
case of natural disaster, strikes or other emergency, including events described in
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Section 9.06. The Contingency Plan will identify specific personnel (e.g., management,
contract labor, etc.) and equipment to be used, and the manner in which it will be used
(e.g., double shifts, seven days per week Collection) to provide uninterrupted service
during the mechanical breakdowns, and in case of natural disaster, strikes, or other
emergency, including events described in Section 9.06. The Contingency Plan will
include descriptions of how Contractor plans to access replacement vehicles in each
equipment class, demonstrating access to at least one replacement vehicle in each
vehicle class described in the equipment list within forty-eight (48) hours, and
demonstrating access to replacement vehicles for 40% or greater of the number of
vehicles in each equipment class within ninety-six (96) hours.  The final Contingency
Plan must be approved by Authority prior to commencement of services under this
Agreement.

5.03 Services Offered to Franchise Customers

A. Residential Solid Waste. Contractor must offer bag, can, cart and
temporary bin services to all Single-family Residences in the Franchise Area, and
can, cart and bin services to all Multi-family Residences or facilities in the
Franchise Area as specified in Exhibit B1: "Solid Waste Service Specifications."

B. Residential Recycling. Contractor must offer single-family residential
Recycling Services as described in Exhibit C1: “Residential Recyclables Service
Specifications,” and multi-family residential Recycling Services as described in
Exhibit C2: “Multi-Family Recyclables Collection.” For residents in multi-family
facilities, Basic Residential Recycling Collection Services will consist of not less
than 12.5 gallons of multi-material recycling capacity per household per week or
more if needed to prevent overflow.

C. Commercial and Industrial Solid Waste. Contractor must offer cart, bin,
roll-off debris box, and compactor Collection Services specified in Exhibit B1:
"Solid Waste Service Specifications" to all commercial and industrial
establishments in the Franchise Area. Any commercial or industrial Solid Waste
Generator not required by law to comply with this Franchise Agreement may, at
their discretion, use the Services specified in this Agreement or may negotiate a
separate contract for Solid Waste, Recyclables, or Organics Collection Services
with Contractor.

D. Commercial and Industrial Recycling. Contractor must offer Recycling
Services to commercial and industrial Customers in the Franchise Area as
Customers deem appropriate, as specified in Exhibit C3: "Commercial, Industrial,
and Institutional Multi-Material Recyclables Collection Service Specifications",
and in Exhibit C4: “Single Materials Commercial Recycling Collection Services,”
and as otherwise specified by Authority. Single-Material Recyclables Collection
Services will be offered at a rate no more than sixty percent (60%) of the rate for
a comparable volume of Solid Waste Collection Service.

E. Containerized Organics Collection Services. Contractor must offer
Containerized Organics Collections Services as described in Exhibit D1:
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5.04

“‘Residential Organics Collection” and Exhibit D2: “Commercial Organics
Collection.”

F. Special Collection Services. Contractor must provide the Authority-
directed Collection Services specified in Exhibit B2: “Special Collection Services.”

Service Provisions and Conditions

A. Practicality of Service / List of Address-Specific Service
Modifications. Contractor has the right to petition Authority on a case-by-case
basis for the denial, discontinuation, or modification of services available to a
residence or business for which the Collection of Solid Waste or Recyclables or
Organics is not practical due to inaccessibility by a standard Collection vehicle.
Exhibit E: “Board-Approved List Of Address-Specific Service Modifications” lists
all such Board-approved address-specific exceptions and modifications to this
Agreement approved by the Authority and may only be revised upon approval by
the Board.

B. Vehicles. Contractor must provide a fleet of Collection vehicles
sufficient in number and capacity to efficiently perform the work required by the
Agreement in strict accordance with its terms. Contractor must maintain each
piece of equipment used by it in the performance of this Agreement in good order
and repair. Contractor must have available on Collection days sufficient back-up
vehicles and qualified operators so as to ensure that all service standards and
other terms of this Agreement are maintained at all times.

(1) Specifications. All vehicles used by Contractor in providing Collection
services under this Agreement must be registered with the California
Department of Motor Vehicles and meet or exceed all legal
standards. Contractor will maintain all of its Collection vehicles in
compliance with the provisions of the California Vehicle Code. Each
vehicle used by Contractor to provide Collection Services under this
Agreement will have a functioning rear-view camera, in addition to
audible back-up alarms.

(2) Venhicle Identification. Contractor's name, local telephone number,
and a unique vehicle identification number designed by Contractor for
each vehicle will be prominently displayed on all vehicles, in letters
and numbers no less than four (4) inches high. Contractor shall not
place City's, County's, or Authority's logo on its vehicles, without prior
approval.

(3) Cleaning and Maintenance.

(a) General. Contractor must maintain all of its properties,
facilities, and equipment used in providing services under this
Agreement in a safe, neat, clean and operable condition at all

\\server\data\tedd\FRANCHIS\Franchise 2011\Negotiations\100802 DNSWMA Recology Collect Franchise Agmt FINAL MR TW KH no redline.doc Printed on

>30% post-consumer recycled paper

18



(b)

(c)

(d)

(e)

times. All equipment will be uniformly painted, and its
appearance maintained to the satisfaction of the Director.

Cleaning. Vehicles used in the Collection of Solid Waste
must be thoroughly washed and steam cleaned on a sufficient
frequency so as to present a clean appearance and to
minimize odors. All vehicles are to be painted on a sufficient
frequency so as to present a satisfactory appearance, as
determined by the Director. Graffiti is to be removed
immediately. Authority may inspect vehicles at any time to
determine compliance with sanitation requirements. Contractor
shall make vehicles available to the County Health
Department for inspection upon request.

Maintenance. Contractor shall inspect each vehicle daily to
ensure that all equipment is operating properly [and does not
leak any fluids]. Vehicles which are not operating properly
must be taken out of service until they are repaired and
operating properly. Contractor must perform [or have
performed] all scheduled maintenance functions in accordance
with the manufacturer's specifications and schedule.
Contractor must keep accurate and detailed records of all
vehicle maintenance, recorded according to date and mileage
and shall make those records available to Authority upon
request in accordance with Sections 6.06 and 6.07.
Contractor will cause each vehicle used for Collections and
transport services under this Agreement to be inspected at
least once every twelve (12) months by the California Highway
Patrol, as indicated by a sticker on each vehicle.

Repairs. Contractor must repair, or arrange for the repair of,
all of its vehicles and equipment, including dents or other body
damage, for which repairs are needed because of an accident,
breakdown or other cause, so as to maintain all equipment in
a neat, safe and operable condition. If an item of repair is
covered by a warranty, Contractor will obtain warranty
performance. Contractor must maintain accurate records of
repair, which include the date/mileage, the nature of the repair,
and the signature of a maintenance supervisor that the repair
has been properly performed.

Inventory. Contractor must furnish sufficient equipment to
provide all service required under this Agreement, including
backup Collection vehicles. Contractor will furnish Authority a
final written inventory of all vehicles ("Vehicle Inventory List")
used in providing service thirty (30) days prior to the
Commencement Date of this Agreement. The inventory is to
list all vehicles by manufacturer, ID number, date of
manufacture, date of acquisition, type, capacity and decibel
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rating. Any material changes in or to the inventory must be
submitted to the Director in writing at the time of
implementation.

() Storage. Contractor must arrange to store all vehicles and
other equipment in a safe and secure location(s) in
accordance with the appropriate jurisdiction's applicable
zoning regulations. Contractor’'s storage of any bins or
vehicles containing Solid Waste, Sludge, Organics, or
Recyclable Materials must be explicitly permitted under the
land use permit for the locations at which the Contractor
conducts those activities. Contractor will provide a copy of the
land use permit for each storage location upon request of the
Director.

(g) Operation. Vehicles must be operated in compliance with the
California Vehicle Code, and all applicable safety laws and
local ordinances. Contractor must not load vehicles in excess
of the manufacturer's recommendations or limitations imposed
by State or local weight restrictions on vehicles. Contractor
will use all reasonable means to minimize any backing of
Collection venhicles.

C. Personnel. Contractor must furnish qualified drivers, collectors,
mechanics, supervisors, clerical staff and other personnel as necessary to
provide the services required by this Agreement in a safe and efficient manner.
Contractor will furnish Authority a final list of all personnel and their functional
tittes ("Personnel List") thirty (30) days prior to the Commencement Date of this
Agreement. Any material changes in or to the list must be submitted to the
Director in writing at the time of their implementation.

(1)  Communication Ability. All Collection workers must be able to read,
write and speak English with sufficient proficiency to enable them to
successfully provide the Collection Services under this Agreement.

(2)  Driver Qualifications. All drivers must be trained and qualified in
the operation of Collection vehicles and must have a valid license
issued by the California Department of Motor Vehicles, for the
appropriate class with appropriate endorsements.

(3) Identification Badge. Contractor must require its drivers and
helpers to wear a uniform and identification badge.

(4) Safety Training. Contractor must provide suitable operational and
safety training for all of its employees who maintain, utilize, or
operate vehicles or equipment for Collection of Solid Waste or who
are otherwise directly involved in such Collection. Contractor must
train its employees involved in Solid Waste Collection to identify
Prohibited Wastes, and instruct them to not collect them and to
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leave a non-collection tag as described in Sections 5.06 .C and
5.06.D.

(5) No Gratuities. Contractor may not permit its employees to demand,
solicit, or accept, directly or indirectly, any additional compensation
or gratuity from members of the public for the Collection of Solid
Waste under this Agreement.

(6) Employee Appearance and Conduct. All employees, while
engaged in collecting or gathering Solid Waste within the Franchise
Area, must be dressed in suitable and acceptable uniforms.
Contractor will use its best efforts to ensure that all employees
present a neat appearance and conduct themselves in a courteous
manner. Contractor will regularly train its employees in customer
courtesy, will prohibit the use of loud or profane language, and will
instruct Collection crews to perform the work as quietly as possible.
If any employee is found to not be courteous or to not be
performing services in the manner required by this Agreement,
Contractor will take all appropriate corrective measures.

(7) Provision of Field Supervision. Contractor must designate one
qualified employee as supervisor of field operations. The field
supervisor will devote adequate time in the field to provide quality
control monitoring on Collection Services and operations, including
responding to complaints and requests for delivery of services.

(8) Contractor Not an Agent or Employee. Nothing in this Section 5.04
will affect Contractor's status as an independent contractor or
makes Contractor an agent or employee of Authority.

5.05 Customer Initiation and Termination of Subscription Se