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 Work sessions are informal meetings of the City Council where Councilmembers review the 

upcoming regular meeting agenda packet and seek or receive information from staff. Although 
additional items not listed on the work  session agenda are sometimes discussed when introduced 
by the Mayor, Council, or staff, no formal action is taken at work  sessions and items that require 

formal Council action are placed on a regular Council meeting agenda. Public comments at work  
sessions are NOT considered part of the official record. Public comments intended for the “official 
record” should be made at a regular City Council meeting.  
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What are biosolids?
Every day, wastewater treatment facilities across the country 
treat billions of gallons of wastewater generated by homes and 
businesses. The treatment process produces liquid effluent that 
is discharged to water bodies or reused as well as a byproduct 
of solid residues (sewage sludge) that must be managed in an 
environmentally responsible manner. Although the terms “bio-
solids” and “sewage sludge” are often used interchangeably, 
they are not the same. With further treatment, sewage sludge 
can yield biosolids, which is defined by the U.S. Environmen-
tal Protection Agency (EPA) as “nutrient-rich organic materials 
resulting from the treatment of domestic sewage in a treatment 
facility... that can be recycled and applied as fertilizer to improve 
and maintain productive soils and stimulate plant growth.”1

What are the various options to 
manage solid residuals?
Approximately 7,100,000 dry tons of solid residuals are gener-
ated each year from the treatment process at the more than 
16,000 municipal wastewater treatment facilities in the U.S.2 
Since most U.S. wastewater treatment facilities are publicly 
owned and operated, management options are decided by local 
professionals. Behind the scenes, they must balance the needs 
of their communities for sanitation and public health protec-
tion with environmentally sound and sustainable methods of 
residuals management. Approximately 55% of the total residu-
als generated each year are further treated and land applied as 
biosolids. Other management options include incineration/pro-
cessing for energy recovery or landfill disposal. 3

Are biosolids treated before they are land applied?
Biosolids that are land applied have been treated to minimize 
odors and to reduce or eliminate pathogens. There are two 
classes of biosolids that are land applied, referred to as Class B 
and Class A. Class B biosolids are treated to achieve significant 
(i.e., 99%) pathogen reduction and subject to site use and ac-
cess restrictions, and Class A biosolids are disinfected to a level 
that inactivates pathogens and are subject to fewer site-specific 
controls. If, in addition, heavy metal concentrations are suf-
ficiently low, Class A biosolids can be bagged and distributed 
for home garden use without further regulation—referred to as 
Class A, EQ (exceptional quality) biosolids.4 Composted biosol-
ids generally achieve Class A, EQ status.

What are some of the benefits of 
biosolids land application?
The benefits of biosolids for both soil and vegetation are numer-
ous and well recognized.6 Biosolids provide primary nutrients 
(nitrogen and phosphorous) and secondary nutrients such as 
calcium, iron, magnesium and zinc. Also, the use of biosolids 
increases crop yields and maintains nutrients in the root zone 
and unlike chemical fertilizers, biosolids provide nitrogen that 
is released slowly over the growing season as the nutrient is 
mineralized and made available for plant uptake.7 Land applica-
tion of biosolids can also offer net greenhouse gas benefits by 
recycling carbon to the soil and fertilizing vegetation for further 
carbon dioxide capture.8

What is the federal regulation that 
governs the management of biosolids 
and how was it developed?
The federal regulation governing the management of biosolids 
is 40 CFR Part 503 and is based on the 1987 Clean Water Act 
amendments that directed EPA to research and promulgate 
regulations for use and disposal of sewage sludge.9 EPA under-
took a comprehensive process to study land application and 
other biosolids management practices. Based on the results 
of its risk assessment, EPA identified and set numeric limits for 
the nine trace elements (heavy metals), which have high enough 
potential risk to require monitoring. EPA also mandated that 
treatment facilities use at least one of several alternative tech-
nologies to significantly decrease or eliminate levels of patho-
gens in biosolids.10

Do states implement their own 
land application programs?
Land application is widely practiced in the U.S. In fact after EPA 
issued the Part 503 rule in 1993, most states implemented com-
plementary land application programs to strengthen oversight 
and safety of the practice. Only nine states have no biosolids 
specific regulations and rely exclusively on Part 503.

Q&A/Fact Sheet

Land Application and 
Composting of Biosolids

 May 2010
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Land Application and Composting of Biosolids

What is the scientific basis for 
biosolids land application?
The broad weight of scientific evidence and opinion supports 
recycling biosolids to land as an environmentally responsible 
method of reuse when managed utilizing best practices and in 
compliance with the Part 503 rule. Federal policies supporting 
and promoting the beneficial recycling of biosolids are based 
upon science demonstrating the safety and benefits of such 
recycling. These policies are not driven by economics, and the 
choice to recycle biosolids remains a state or local decision.

Has EPA requested any independent 
studies to determine if the science 
supports biosolids land application?
Since the implementation of Part 503 rule, two reports of the 
National Research Council (NRC) of the National Academy of 
Sciences have considered whether land application of biosol-
ids is safe and beneficial. In 1996, the NRC published Use of 
Reclaimed Water and Sewage Sludge in Food Crop Production, 
which concluded that the application of biosolids to farmland—
when practiced in accordance with existing federal guidelines 
and regulations—presents negligible risk to the consumer, to 
crop production, and to the environment. The report concluded 
that current technology to remove pollutants from wastewater, 
coupled with existing regulations and guidelines governing the 
use of reclaimed wastewater and sludge in crop production, 
are adequate to protect human health and the environment.11 
In 2000, EPA asked the NRC to review the science and meth-
ods supporting Part 503 to address concerns regarding human 
health impacts of land application of biosolids. As a result of its 
“search for evidence on human health effects related to biosol-
ids,” the NRC’s 2002 report concluded that “there is no docu-
mented scientific evidence that the Part 503 rule has failed to 
protect public health“; “[a] causal association between biosolids 
exposures and adverse health outcomes has not been docu-
mented“; and “there are no scientifically documented outbreaks 
or excess illnesses that have occurred from microorganisms in 
treated biosolids.”12 The NRC also observed that “persistent 
uncertainties” regarding the safety of land application neces-
sitate more scientific research, but it did not call for any specific 
changes to Part 503. EPA continues to reevaluate the adequacy 
of the Part 503 regulations and has not found a need to establish 
more stringent requirements or regulate additional pollutants.

Did EPA assess trace metals and 
chemicals in biosolids?
After reviewing over 200 specific compounds and elements from 
an initial candidate list of thousands, EPA targeted at least 22 
constituents for a formal risk assessment to examine the quanti-
ties of the metals and chemicals in biosolids, their toxicity, routes 
of potential exposure to humans and the environment, and many 
other factors. The risk assessment ultimately determined that 
limits were advisable for nine trace elements (arsenic, cadmium, 
copper, lead, mercury, molybdenum, nickel, selenium, and zinc), 
primarily to protect against toxic effects to plants and entry into 
the food chain.13 A four-year study by the U.S. Geological Survey 
(USGS) of Denver Metro Wastewater Reclamation District land 
application sites measured the effects of the application of Class 
B biosolids on the nutrient and metal content of soils, groundwa-
ter, and surface waters and found that “soil data indicated that 
biosolids have no measurable effect on the concentrations of 
constituents monitored.” Further, the study did not establish any 
adverse biosolids-related effects on soils, crops, or groundwater 
on or near the biosolids application site.14

How do biosolids programs and 
regulations reduce or mitigate the risk of 
these trace metals and chemicals?
Current biosolids programs mitigate the risk of chemicals 
and trace metals in several ways. Federal guidelines limit the 
amount of biosolids that may be applied to the land, which en-
sures that metal concentrations on biosolids-amended soils do 
not exceed safe levels. Trace chemicals that on occasion have 
been identified in biosolids have not been found in environ-
mentally or toxicologically significant amounts; and, the trace 
amounts of these substances that may be present typically 
bind to soil constituents, limiting human exposure. 15 Industrial 
pretreatment programs required under the Clean Water Act also 
reduce or eliminate many hazardous chemicals entering the 
treatment facility.16

What does the scientific literature state about 
the potential risk of these contaminants?
A 2005 literature review on the issue of trace contaminants con-
cluded that, “because of the capacity of land-based systems 
to buffer the potential toxic effects of waste-associated organic 
contaminants and to contribute to their assimilation into the soil, 
the majority of studies conclude that they pose little or no risk to 
the environment when applied appropriately.”17
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Land Application and Composting of Biosolids

How are pathogens in biosolids regulated?
As established by the Part 503 rule, treatment of biosolids to 
Class B or Class A standards eliminates 99% or more of the 
pathogens that may exist in sewage sludge. Ongoing research 
has continued to validate a technology-driven approach to re-
ducing or eliminating pathogens in biosolids and shows low risk 
for the transmission of pathogens from land application sites to 
surrounding residents. No scientific studies have demonstrated 
any link between the existence of human pathogens in biosolids 
and illnesses in nearby residents. The conclusion that applica-
tion of biosolids utilizing best management practices poses 
negligible health risks from pathogens is based on scientific 
understanding about pathogen survivability in the environment. 
Many pathogens do not survive passage through the collec-
tion and treatment system and through the additional treatment 
processes that further disinfect solids and effluent.18 Further, 
pathogens are enteric organisms that prefer and need the con-
ditions inside the human body to thrive.

What does the scientific literature conclude 
about pathogens in biosolids?
A recent review of biosolids pathogen research literature stated 
that “the overall conclusion we have reached based on all of 
our land-application studies over the past two decades and an 
in depth review of other relevant land application studies is that 
land application of Class B biosolids is sustainable. Specifically, 
the risks to human health posed by many microbiological enti-
ties within biosolids have been shown to be low if current EPA 
regulatory guidelines are followed. In addition, risks from indi-
rect exposures such as aerosolized pathogens or contaminated 
groundwaters appear to be particularly low.”19 This conclusion 
is consistent with the practical experience in the wastewater 
treatment sector where exposure to biosolids has not been 
associated with illness.20 Microbial risk assessment and control 
remains a priority for the scientific community, however, and 
pathogen-related issues continue to be closely monitored.21 

What is the potential for contamination of water 
resources from biosolids land application?
Like any nutrient-rich fertilizer, biosolids should be applied in 
ways that minimize risk of leaching of nutrients or other con-
stituents to groundwater or runoff to nearby surface waters. 
Current land application programs have been successful in 
minimizing these risks through regulation and best manage-
ment practices. For example, the amount of biosolids applied 
to a field is limited to the amount needed to meet the nitrogen 
requirement of the crop grown (referred to as the agronomic 
rate); biosolids may not be applied within a 10 meter setback 

from waterbodies; state regulations typically require site specific 
data on proposed land application sites so that sites with shal-
low water tables or inappropriate soils will be precluded 22; and 
additional state requirements include limits on maximum slopes, 
prohibition on application during significant precipitation, and 
bans on biosolids application on standing water or wetlands.

Have there been long-term studies on 
ground water safety where biosolids 
have been land-applied?
Studies have concluded that there are no impacts on ground-
water quality at properly managed biosolids application sites. 
For example, a 1999 study reported that after 20 years of land 
application, tests of deep wells at an agricultural research site 
demonstrated no evidence of nitrate leaching and negligible 
fecal coliform concentrations.23 Also, a 2008 literature survey 
concluded that “groundwater contamination from land applica-
tion of biosolids does not appear to be likely.”24

Can odors from biosolids land-applied 
sites cause health problems?
No data has shown that odors from biosolids cause toxicologi-
cal effects on individuals.25 Most odors in biosolids are caused 
by sulfur compounds that only cause toxic effects in concen-
trations vastly greater than that which triggers a smell. Further, 
gases with a possible toxic effect are not present in biosolids in 
concentrations that would endanger nearby residents. Although 
there has not been any observed health risks, site and process-
specific stabilization or vector attraction reduction criteria are 
essential. Accordingly, local agencies invest significant resourc-
es for odor control.

What is being done to address complaints 
of alleged health impacts from individuals 
living near land-application sites?
The Water Environment Research Foundation (WERF) has 
produced a draft investigative protocol entitled, Epidemiologic 
Surveillance and Investigation of Illness Reported by Neighbors 
of Biosolids Land Application.26 The protocol was developed for 
medical providers and public health officials to use when citizens 
report health symptoms that they attribute to the application of 
soil amendments such as fertilizer, biosolids, animal manures, 
and food residuals. The goal is to provide a practical, objective, 
and reliable protocol that will be broadly implemented.
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Land Application and Composting of Biosolids

How do biosolids differ from other fertilizers?
Biosolids offer a sound alternative to chemical and manure-
based fertilizers, which are often untreated or minimally treated 
before field application. Pathogen concentrations are magni-
tudes higher in untreated manures than in biosolids and, unlike 
biosolids, pathogen concentrations in manures are not strictly 
regulated.27 Since they are unregulated, manure-based fertil-
izers may pose a greater risk of transmitting pathogens or trace 
organic constituents such as antibiotics to soil or humans. 
Many chemical fertilizers are petroleum-based products, which 
increases the costs to farmers and contributes to the release of 
greenhouse gas emissions in the production cycle.

Are there federal and state regulations 
for other fertilizers?
Federal and state requirements for biosolids are significantly 
more stringent than the controls over the use of chemical 
fertilizers and manures. In many cases, untreated manure and 
chemical fertilizers may legally be applied in the setback areas 
where biosolids land application is prohibited.

Why compost biosolids?
According to the EPA28, composting is a viable, beneficial option 
in biosolids management. It is a proven method for pathogen 
reduction and results in a product that is easy to handle, store, 
and use. The end product is usually a Class A, humus-like 
material without detectable levels of pathogens that can be 
applied as a soil conditioner and fertilizer to gardens, food 
and feed crops, and rangelands. This compost provides large 
quantities of organic matter and nutrients (such as nitrogen and 
phosphorus) to the soil, improves soil texture, and elevates soil 
exchange capacity, all characteristics of a good organic fertil-
izer. Biosolids compost is safe to use29 and generally has a high 
degree of acceptability by the public, making it a good alterna-
tive to other bulk and bagged products available to homeown-
ers, landscapers, farmers, and ranchers.

How is biosolids compost regulated and is it safe?
Composting of biosolids is an approved “Process to Further 
Reduce Pathogens (PRFP)” under EPA’s Part 503 biosolids 
regulations. Applying compost in accordance with Part 503 
poses little risk to the environment or public health.30 In fact the 
use of biosolids compost can have a positive impact on the en-
vironment. In addition to soil improving characteristics, reduced 
dependence on inorganic fertilizers can significantly decrease 
nitrate contamination of ground and surface waters often as-
sociated with use of inorganic fertilizers.

Are pathogens present in biosolids compost?
Composting is not a sterilization process and a properly com-
posted product maintains an active population of beneficial 
microorganisms that compete against the pathogenic members. 
Composting biosolids reduces bacterial and viral pathogens to 
non-detectable levels if the temperature of the compost is main-
tained at greater than 55˚ C for three days or more. 

Do odors from biosolids compost 
pose a health risk?
Odors from a composting operation can be a nuisance and 
a potential irritant but there is no documented link to health 
risks. In fact, offensive odors from composting sites are the 
primary source of public opposition to the practice. Although 
research shows that biosolids odors do not pose a health 
threat, many experts in the field of biosolids recycling be-
lieve that biosolids generating and processing facilities have 
an ethical responsibility to control odors and protect nearby 
residents from exposure to such nuisances. Recently, a better 
understanding of the generation of compost odors has allowed 
engineers to develop means of capturing and treating these 
odors so that emissions from composting facilities do not cre-
ate offsite odor nuisance conditions.

Are there any initiatives to develop 
and implement best management 
practices for biosolids recycling?
Wastewater treatment professionals are committed to pro-
moting environmental stewardship and best management 
practices by utilities for their biosolids management programs. 
The Water Environment Federation (WEF) publishes technical 
books, peer reviewed journal articles and technical practice 
bulletins on issues relating to biosolids. WEF also sponsors 
annual conferences on biosolids management practices. 
Wastewater professionals also strongly support research to 
further understanding of sound biosolids management practic-
es to ensure that these remain protective of public health and 
the environment. The Water Environment Research Foundation 
conducts on-going scientific research on biosolids manage-
ment questions. In addition to these efforts, WEF, the National 
Association of Clean Water Agencies and the EPA founded the 
National Biosolids Partnership (NBP) to promote biosolids best 
management practices. The Partnership has created a certified 
environmental management system (EMS) for biosolids pro-
grams that exemplifies the steps being taken at the local level 
to ensure biosolids quality and public participation in biosolids 
management decisions. Congress has provided support for 
this  effort since 1999.
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Land Application and Composting of Biosolids

1 EPA, Biosolids: Frequently Asked Questions, 
http://www.epa.gov/owm/mtb/biosolids/genqa.htm (last 
visited May 30, 2008), see also, EPA, Biosolids Recycling: 
Beneficial Technology for a Better Environment (1994).

2 2004 U.S. EPA data

3 North East Biosolids and Residuals Association (NEBRA), A 
National Biosolids Regulation, Quality, End Use & Disposal 
Survey (2007); www.nebiosolids.org.

4 40 C.F.R. § 503.10(g) (2008).

5 Ibid. NEBRA.

6 Eliot Epstein, Land Application of Sewage Sludge and 
Biosolids 143-158 (2003).

7 See generally Gary Pierzynski, Soils and Environmental 
Quality 174-80 (3d ed. 2005); Gary Pierzynski, Plant 
Nutrient Aspects of Sewage Sludge, in Sewage Sludge: 
Land Utilization and the Environment 21 (C.E. Clapp et al., 
eds. 1994).

8 Sally Brown & Peggy Leonard, Biosolids and Global 
Warming: Evaluating the Management Impacts, BioCycle, 
Aug. 2004, at 54, 58 (conducting a carbon accounting of 
the King County, WA, biosolids program and finding that 
“using biosolids as a substitute for commercial fertilizers 
results in a net savings in CO2 for both agricultural and forest 
application sites,” even without including the potential for 
biosolids to increase carbon reserves in soil).

9 Water Quality Act of 1987, Pub. L. No. 100-4, § 405, 101 
Stat. 7, 72 (1987) (codified at 33 U.S.C. § 1345).

10 EPA, Standards for the Use or Disposal of Sewage Sludge, 
58 Fed. Reg. 9,248 (Feb. 19, 1993)

11 National Research Council (NRC), Use of Reclaimed Water 
and Sewage Sludge in Food Crop Production (1996).

12 NRC, National Biosolids Applied to Land: Advancing 
Standards and Practices (2002).

13 EPA, A Guide to the Biosolids Risk Assessments for the Part 
503 Rule (1995).

14 Tracy J.B. Yager, et.al., U.S. Geological Survey Scientific 
Investigations Report, Effects of Surface Applications of 
Biosolids on Soil, Crops, Groundwater, and Streambed 
Sediment Near Deer Trail, Colorado, 1999-2003, 5289 (2004).

15 Ian Pepper et al, Environmental and Pollution Science 459 
(2nd. ed. 2006) See also R.Y. Surampalli et al., Long-term 
Land Application of Biosolids—A Case Study, 57 Water 
Sci. & Tech 345, 349 (2008) (finding “the cumulative 
metal loading rates after 10 years of biosolids application 
were far less than USEPA limits”) Gregory Evanylo et al., 
Bioavailability of Heavy Metals in Biosolids Amended 
Soil, 37 Comm’n in Soil Sci. & Plant Analysis 2157, 2163 
(2006) (finding that crops grown in biosolid-amended soils 
had higher metal concentrations than a control, but that 
metal concentrations in all plants were within the values 
observed for uncontaminated soils); Rufus Chaney, Trace 
Metal Movement: Soil-Plant Systems and Bioavailability of 
Biosolids-Applied Metals in Sewage Sludge: Land Utilization 
and the Environment (1994).

16 Clean Water Act §§ 301(b)(2), 304(g) (33 U.S.C. §§ 1311(b)
(2), 1314(g)); and, National Ass’n of Clean Water Agencies 
(NACWA), Biosolids Management: Options, Opportunities 
and Challenges 10-13 (2006) (case studies of reduction of 
metals in influent and biosolids in Los Angeles and greater 
Cleveland).

17 Michael Overcash et al., Beneficial Reuse and Sustainability: 
The Fate of Organic Compounds in Land-Applied Waste, 34 
J. Envtl. Quality 29, 30 (2005).

18 Raina M. Maier et al., Environmental Microbiology 512-13 
(2000).

About WEF
Formed in 1928, the Water Environment Federation (WEF) is a not-for-profit 
technical and educational organization with 36,000 individual members and 
75 affiliated Member Associations representing water quality professionals 
around the world. WEF and its Member Associations proudly work to achieve 
our mission of preserving and enhancing the global water environment. 

Water Environment Federation
601 Wythe Street
Alexandria, VA 22314
1-703-684-2400
www.wef.org
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incidence of disease than the population in general.”). 
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21 For example, Water Environment Research Foundation is 
studying pathogen reactivation and regrowth.

22 The extent to which biosolids affect groundwater or surface 
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and the chemical composition and application rate of the 
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CITY OF KODIAK
COMPOSTING AGREEMENT

CONTRACT NO. 205796

This Agreement ("Agreement") is entered into this .5P:I1 day of October, 2012 (the "Effective
Date"), by and between the City of Kodiak, an Alaska municipal corporation (the "City") and Quayanna
Development Corporation, an Alaska corporation ("QDC").

RECITALS

WHEREAS, the City owns and operates a wastewater treatment facility as part of its sanitary
sewer utility; and

WHEREAS, periodically bio-solids must be removed from the City's wastewater treatment facility
and disposed of; and

WHEREAS, the City has disposed of the bio-solids by delivering them to the Kodiak Island
Borough landfill, but the Borough will no longer accept bio-solids at its landfill after December 15, 2012;
and

WHEREAS, QDC has offered to accept the bio-solids from the City for composting under the
terms and conditions in this agreement; and

WHEREAS, QDC is qualified to provide the services specified in this Agreement and, subject to
the terms and conditions set forth in this Agreement, QDC desires to provide such services;

WHEREAS, composting the bio-solids is a waste utilization process that will benefit the public
health and welfare and the environment by reducing the volume of material that is disposed of in the
Borough landfill and allowing the reuse of this material when converted to compost.

NOW THEREFORE, in consideration of the premises and the mutual covenants contained herein,
the City and QDC hereby agree as follows:

AGREEMENT

1.0 Definitions. In this Agreement:

"ADEC" means the Alaska Department of Environmental Conservation.

"Bio-solids" means 'sewage sludge" as defined in 40 C.F.R. §503.9(w) which have less than the
Maximum Allowable Amounts of Arsenic, Cadmium, Chromium, Copper, Lead, Mercury Molybdenum,
Nickel, Selenium, and Zinc as defined in the EPA Part 503 regulations pertaining to bio-solids pollutant
limits, and can be composted using the Aerated Static Pile System to produce a Class A compost with an
unrestricted status.

"City" means the City of Kodiak, an Alaska municipal corporation.

Composting Agreement-Between City and QDC (2012-2017)
Page 1 of 10
City Contract No. 205796
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"Commencement Date" means the first day of the first month that begins after the date as of
which QDC gives Notice to the City that QDC is ready to receive and compost Bio-solids at the Site.

"Notice" means notice given in the manner prescribed in Section 24.

"Operational Plan" means the plan approved by ADEC under which QDC will receive and
compost Bio-solids at the Site. Upon ADEC approval of the plan, it shall be attached to this Agreement
and incorporated by reference herein.

"QDC" means Quayanna Development Corporation, an Alaska corporation

"Site" means real property located within 25 road miles of the City's Wastewater Treatment
facility, and designated by QDC from time to time and approved by ADEC and other regulatory
authorities for the composting of Bio-solids under this Agreement.

2.0 Scope of Work.

2.1. Upon the execution of this Agreement, QDC shall proceed with due diligence to acquire all
governmental permits required to provide its services under this Agreement. Without limiting the
generality of the foregoing, QDC shall obtain an ADEC permit to operate a composting facility at the Site
no later than December 15th

, 2012. Commencing no later than December IS, 2012 QDC shall have
obtained all governmental permits required for it to receive and compost Bio-solids as provided in this
section. ODC shall give written Notice to the City promptly if at any time it expects not to be able to
obtain a required permit on or before December IS, 2012. In the event QDC is unable to obtain all
required permits and approvals in a timely manner, this agreement shall terminate automatically
without penalty or other liability of any kind to either party.

2.2. On and after the Commencement Date, the City will make weekly deliveries of Bio-solids to
the Site for composting, subject to the testing requirements in this subsection. Before the first delivery
of Bio-solids under this Agreement, the first delivery in each of the next four calendar quarters, and the
first delivery in each following year, the City shall test the Bio-solids for pollutants and report the results
of the test to QDC. The City shall not deliver any Bio-solids which test results show to exceed the limit
for any pollutant that appears in Table H under 18 MC 60.510.

2.3 Under the terms of this Agreement QDC agrees to annually receive up to 3,500 cubic yards
of Bio-solids from the City. The quantity of Bio-solids in each weekly delivery shall not generally exceed
seventy five (75) cubic yards. Delivery of the Bio-solids to QDC at the Site will be complete when City
employees or contractors have deposited the Bio-solids at the location on the Site designated by a QDC
employee.

2.4 Upon the delivery of Bio-solids to the Site, title to the Bio-solids shall transfer from the City
to QDC without further action on the part of either party. QDC will receive the delivered Bio-solids in "as
is condition, and without warranty of the City of any kind, express or implied, except that the Bio-solids
do not exceed the limit for any pollutant that appears in Table H under 18 AAC 60.510.
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2.5 QDC shall receive and compost in accordance with its Operational Plan all Bio-solids
delivered by the City to the Site in accordance with Section 2.3.

2.6 The Operational Plan shall provide for the storage on the Site of Bio-solids awaiting
composting, in quantities sufficient to allow the City to make deliveries of Bio-solids in accordance with
Section 2.3 in spite of any interruption in the composting process.

2.7 QDC shall conduct all of its operations at the Site in a safe and sanitary manner, in
accordance with all requirements of the Operational Plan. QDC shall keep the Site free from trash, litter
and debris. QDC shall conduct its operations at the Site in a manner that does not subject persons or
property located outside the boundaries of the Site to excessive odor, noise, vibration or dust. QDC shall
not permit any conditions on the Site to exist that constitute a nuisance.

3.0 Term of Agreement

Unless earlier terminated as provided for in Section 8.0, this Agreement shall take effect on the Effective
Date and continue in effect for a period of five (5) years after the Commencement Date.

4.0 Contract Price

4.1 The City shall pay QDC an annual fee of three hundred thirty two thousand two hundred fifty
dollars ($332,250) for the services that QDC performs under this Agreement. The annual fee shall be
payable as provided in Sections 4.2 and 4.3.

4.2 On the Effective Date, the City shall pay QDC the sum of sixty six thousand four hundred fifty
dollars ($66,450). On the Commencement Date, and on the first day of the next eleven (11) months, the
City shall pay QDC the sum of twenty two thousand one hundred fifty dollars ($22,150).

4.3 Commencing on the first anniversary of the Commencement Date, and on the first day of
each month during the remainder of the term of this Agreement, the City shall pay QDC the sum of
twenty seven thousand six hundred eighty seven and 50/100 dollars ($27,687.50).

5.0 Project Manager and City Representative

5.1 QDC shall designate in a Notice to the City a single individual to act as the project manager
(the "Project Manager"). The Project Manager shall ensure QDe's compliance with, and shall coordinate
appropriate schedules in connection with, QDe's obligations hereunder. QDC may change the individual
designated hereunder by providing the City with advance Notice designating the new individual
authorized to act as the Project Manager.

5.2 The City shall designate in a Notice to QDC a single individual to act as the City's authorized
representative for purposes of this Agreement (the "City Representative"). Such individual (a) must be
authorized to act on the City's behalf with respect to all matters relating to this Agreement; (b) shall
ensure the City's compliance with its responsibilities under this Agreement; and (c) shall coordinate
appropriate schedules in connection with QDe's services under this Agreement. The City may change the
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individual designated hereunder by providing QDC with advance Notice designating the new individual
authorized to act as the City Representative.

6.0 Changes

6.1 The scope and schedule of services provided under this Agreement may be changed from
time to time by a written change order (a "Change Order") mutually agreed upon and signed by duly
authorized representatives of each of the parties. Changes causing a modification to the Contract Price
not exceeding $15,000 are subject to approval on behalf of the City by the City Manager. Changes
causing a modification to the Contract Price exceeding $15,000 are subject to approval on behalf of the
City by its City Council.

6.2 Upon receipt of a written request from QDC, in the event federal health care legislation
creates a large enough financial impact on QDC so as to impact the ability to continue this contract, the
City may agree to reopen discussions on select provisions of this contract.

7.0 Informal Dispute Resolution

7.1 The parties to this Agreement shall exercise their best efforts to negotiate and settle
promptly any dispute that may arise with respect to this Agreement in accordance with the provisions
set forth in this Section 7.0.

7.2 If either party (the "Disputing Party") disputes any provision of this Agreement, or the
interpretation thereof, or any conduct by the other party under this Agreement, that party shall bring
the matter to the attention of the other party at the earliest possible time in order to resolve such
dispute.

7.3 If such dispute is not resolved by the employees responsible for the subject matter of the
dispute within ten (10) business days, the Disputing Party shall deliver to the first level of
representatives below a written statement (a "Dispute Notice") describing the dispute in detail,
including any time commitment and any fees or other costs involved.

7.4 Receipt by the first level of representatives of a Dispute Notice shall commence a time
period within which the respective representatives must exercise their best efforts to resolve the
dispute. If the respective representatives cannot resolve the dispute within the given time period, the
dispute shall be escalated to the next higher level of representatives in the sequence as set forth below.
If the parties are unable to resolve the dispute in accordance with the escalation procedures set forth
below, the parties may assert their rights under this Agreement.
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Escalation Timetable QDC City
(Business Days) Representative Representative

oto 5th Project Manager City Representative

6th to 10th Executive Director City Manager

7.5 Notwithstanding the fact that the parties may be attempting to resolve a dispute in
accordance with the informal dispute resolution procedures set forth in Section 7.0, the parties shall
continue without delay to perform all their respective responsibilities under this Agreement that are not
affected by the dispute.

7.6 Notwithstanding the foregoing, either party may, before or during the exercise of the
informal dispute resolution procedures set forth in Section 7.0, apply to a court having jurisdiction for a
temporary restraining order or preliminary injunction where such relief is necessary to protect its
interests pending completion of such informal dispute resolution procedures.

7.7 The foregoing provisions relating to Informal Dispute Resolution are aspirational in nature.
They are not intended to be treated as administrative remedies which must be completed or exhausted
as a prerequisite to the filing of a lawsuit nor shall a failure or alleged failure to invoke or comply with
them be regarded as a waiver of any rights or remedies otherwise available to a party to this agreement.

8.0 Termination

8.1 This Agreement may be terminated with at least 180 days written notice by either party.

8.2 Termination for Default. Subject to completion of the dispute resolution procedures set
forth in Section 7.0, in the event that either party hereto materially defaults in the performance of any
of its obligations hereunder, the other party may, at its option, terminate this Agreement by providing
the defaulting party thirty (30) days' prior written Notice of termination, which notice shall identify and
describe with specificity the basis for such termination. If, prior to the expiration of such notice period,
the defaulting party cures such default to the satisfaction of the non-defaulting party (as evidenced by
written Notice delivered by the non-defaulting party), termination shall not take place.

8.3 Termination Without Cause. The City may terminate this Agreement without cause by
providing QDC at least thirty (30) days' prior written Notice of termination.

9.0 Consequences of Termination.

9.1 Upon termination of this Agreement for whatever reason, QDC shall be under no further
obligation to provide services hereunder.

9.2 In the event of termination by the City for convenience under Section 8.3 hereof, the City
shall cause payments to be made to QDC within thirty (30) days after the effective date of termination
for all costs and expenses incurred prior to the effective date of the termination. The City shall pay QDC
an early termination fee sum according to the following:
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If termination occurs in calendar year: 2012, then City will pay QDC $440,000
2013, then City will pay QDC $367,000
2014, then City will pay QDC $285,000
2015, then City will pay QDC $215,000
2016, then City will pay QDC $140,000
2017, then City will pay QDC $70,000

9.3 All provisions of this Agreement that by their nature would reasonably be expected to
continue after the termination of this Agreement shall survive the termination of this Agreement.

10.0 Indemnification and Insurance

10.1 QDC agrees to protect, defend, indemnify, and save the City, its agents, officials,
employees, or any firm, company, organization, or individual to whom the City may be contracted,
harmless from and against any and all claims, demands, actions, and causes of action of which QDC is
given prompt notification and over which QDC is given control to resolve (the "Indemnified Matters),
which may arise on account of illness, disease, loss of property, services, wages, death or personal
injuries resulting from QOe's negligence or intentional misconduct in the performance of the services
hereunder. QDC agrees to further indemnify the City for all reasonable expenses and attorney's fees
incurred by the City in connection with the Indemnified Matters. Notwithstanding the foregoing, in no
event shall "Indemnified Matters" be interpreted as including, nor shall QDC have any obligation to
indemnify or hold the City harmless from, any claims, demands, actions, causes of action or other costs
or damages to the extent the same arise out of or are attributable to the sole negligence or fault of the
City, its agents or employees, or to the strict liabiJity of the same.

10.2 QDC shall procure and maintain in effect during the term of this Agreement the following
insurance coverages with an insurance company or companies authorized to do business in the State of
Alaska:

10.2.1 Workers' Compensation and Employers Liability insurance in accordance with the laws of
the State of Alaska.

10.2.2 Comprehensive General Liability and Broad Form Comprehensive General Liability or
Commercial General Liability including bodily injury, personal injury, and property damage in the
amount of a combined single limit of One Million Dollars ($1,000,000), each occurrence, and Two Million
Dollars ($2,000,000) in aggregate limit.

10.2.3 Comprehensive Auto Liability including bodily injury, personal injury and property
damage in the amount of a combined single limit of One Million Dollars ($1,000,000). Coverage must
include all motor vehicles utilized by QDC in connection with its performance of the services hereunder.

The City shall be named as an additional insured under the policies of Comprehensive General Liability
and Comprehensive Auto Liability insurance. Each of the insurance policies required above shall include
a waiver of subrogation against the City. Thirty (30) days prior written notice will be given to the City in
the event of any material change in or cancellation of any required insurance policy.
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10.3 QDC shall give prompt written notice to the City of all known losses, damages, or injuries to
any person or to property of the City or third persons that may be in any way related to the services
being provided hereunder or for which a claim might be made against the City. QDC shall promptly
report to the City all such claims that QDC has noticed, whether related to matters insured or uninsured.
No settlement or payment for any claim for loss, injury or damage or other matter as to which the City
may be charged with an obligation to make any payment or reimbursement shall be made by QDC
without the prior written approval of the City.

11.0 Non-Discrimination

QDC agrees that in performing its tasks under this Agreement, it shall not discriminate against any
worker, employee, or applicant, or any member of the public, because of age, race, sex, creed, color,
religion, or national origin, nor otherwise commit an unfair employment practice in violation of any
state orfederallaw.

12.0 Conflict of Interest

QDC warrants that, to the best of its knowledge and belief, no person except bona fide employees,
agents, consultants or representatives of QDC or any of its subcontractors has been employed or
retained to solicit or secure this Agreement

13.0 Independent Contractor Status

The City and QDC are independent contractors under this Agreement, and nothing herein shall be
construed to create a partnership, joint venture, or agency relationship between the parties hereto.
Neither party shall have any authority to enter into agreements of any kind on behalf of the other and
shall have no power or authority to bind or obligate the other in any manner to any third party. The
employees or agents of one party shall not be deemed or construed to be the employees or agents of
the other party for any purpose whatsoever. Each party hereto represents that it is acting on its own
behalf and is not acting as an agent for or on behalf of any third party.

14.0 Assignment

Neither party hereto may assign its rights or obligations under this Agreement without the prior written
consent of the other party, which consent shall not be unreasonably withheld; provided, however, that
QDC may assign this Agreement to its successor in connection with a sale of its business without
obtaining consent of any party. Subject to the foregoing, each and every covenant, term, provision and
agreement contained in this Agreement shall be binding upon and inure to the benefit of the parties'
permitted successors, executors, representatives, administrators and assigns.

15.0 Third Party Beneficiaries

This Agreement is entered into for the sole benefit of the City and QDC and, where permitted above,
their permitted successors, executors, representatives, administrators and assigns. Nothing in this
Agreement shall be construed as giving any benefits, rights, remedies or claims to any other person,
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firm, corporation or other entity, including without limitation the general public or any member thereof,
or to authorize anyone not a party to this Agreement to maintain a suit for personal injuries, property
damage, or any other relief in law or equity in connection with this Agreement.

16.0 Governing Law

All questions concerning the validity, operation, interpretation, construction and enforcement of any
terms, covenants or conditions of this Agreement shall in all respects be governed by and determined in
accordance with the laws of the State of Alaska without giving effect to the choice of law principles
thereof.

17.0 Venue

All legal proceedings brought in connection with this Agreement may be brought in the trial courts for
the State of Alaska at Kodiak, Alaska. Each party hereby agrees to submit to the personal jurisdiction of
those courts for any lawsuits filed there against such party arising under or in connection with this
Agreement.

18.0 Advice of Counsel

Each party hereto has been afforded the opportunity to consult with counsel of its choice before
entering into this Agreement.

19.0 Amendment

No amendment or other modification of this Agreement shall be valid unless pursuant to a written
instrument referencing this Agreement signed by duly authorized representatives of each of the parties
hereto.

20.0 Waiver

In order to be effective, any waiver of any right, benefit or power hereunder must be in writing and
signed by an authorized representative of the party against whom enforcement of such waiver would be
sought, it being intended that the conduct or failure to act of either party shall imply no waiver. Neither
party shall by mere lapse of time without giving notice or taking other action hereunder be deemed to
have waived any breach by the other party of any of the provisions of this Agreement. No waiver of any
right, benefit or power hereunder on a specific occasion shall be applicable to any facts or circumstances
other than the facts and circumstances specifically addressed by such waiver or to any future events,
even if such future events involve facts and circumstances substantially similar to those specifically
addressed by such waiver. No waiver of any right, benefit or power hereunder shall constitute, or be
deemed to constitute, a waiver of any other right, benefit or power hereunder. Unless otherwise
specifically set forth herein, neither party shall be required to give notice to the other party, or to any
other third party, to enforce strict adherence to all terms of this Agreement.
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21.0 Force Majeure

Neither party will be liable for any failure or delay in the performance of its obligations under this
Agreement (and the failure or delay will not be deemed a default of this Agreement or grounds for
termination) if both of the following conditions are satisfied: (1) the failure or delay could not have been
prevented by reasonable precautions, and cannot reasonably be circumvented by the non-performing
party through the use of alternate sources, work-around plans, or other means; and (2) the failure or
delay is caused, directly or indirectly, by reason of fire or other casualty or accident; strikes or labor
disputes; inability to procure raw materials, equipment, power or supplies; war, terrorism or other
violence; any law, order, proclamation, regulation, ordinance, demand, or requirement of any
governmental agency or intergovernmental body other than a party hereto; or any other act or
condition beyond the reasonable control of the non-performing party. Upon the occurrence of an event
which satisfies both of the above conditions (a "Force Majeure Event"), the non-performing party will be
excused from any further performance of those obligations under this Agreement affected by the Force
Majeure Event for as long as (a) the Force Majeure Event continues; and (b) the non-performing party
continues to use commercially reasonable efforts to recommence performance whenever and to
whatever extent possible without delay. Upon the occurrence of a Force Majeure Event, the non
performing party will immediately notify the other party by telephone (to be confirmed by written
notice within two (2) business days of the failure or delay) of the occurrence of a Force Majeure Event
and will describe in reasonable detail the nature of the Force Majeure Event.

22.0 Severability

If any provision of this Agreement shall for any reason be held to be invalid, illegal, unenforceable, or in
conflict with any law of a federal, state, or local government having jurisdiction over this Agreement,
such provision shall be construed so as to make it enforceable to the greatest extent permitted, such
provision shall remain in effect to the greatest extent permitted and the remaining provisions of this
Agreement shall remain in full force and effect.

23.0 Entire Agreement

This Agreement sets forth the final, complete and exclusive agreement and understanding between QDC
and the City relating to the subject matter hereof and supersedes all other communications between
the parties (oral or written) relating to the subject matter hereof. No affirmation, representation or
warranty relating to the subject matter hereof by any employee, agent or other representative of a
party shall bind the party or be enforceable by the other party unless specifically set forth in this
Agreement.

24.0 Notices

All notices, requests, demands, or other communications required or permitted to be given hereunder
must be in writing and must be addressed to the parties at their respective addresses set forth below
and shall be deemed to have been duly given when (a) delivered in person; (b) sent by email
transmission indicating receipt at the email address where sent, (c) one (1) business day after being
deposited with a reputable overnight air courier service; or (d) three (3) business days after being
deposited with the United States Postal Service, for delivery by certified or registered mail, postage pre-
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paid and return receipt requested. All notices and other communications regarding default or
termination of this Agreement shall be delivered by hand or sent by certified mail, postage pre-paid and
return receipt requested. Either party may from time to time change the notice address set forth below
by delivering notice to the other party in accordance with this section setting forth the new address and
the date on which it will become effective.

If to QDC:
Quayanna Development Corporation
Attention: Executive Director
11801 Middle Bay Drive
Kodiak, Alaska 99615
plarc@alaska.net

If to the City:
City of Kodiak
Attention: City Manager
710 Mill Bay Road
Kodiak, Alaska 99615
akniaziowski@city.kodiak.ak.us

25.0 Construction
The paragraph and section headings used in this Agreement or in any exhibit hereto are for convenience
and ease of reference only, and do not define, limit, augment, or describe the scope, content or intent
of this Agreement. Any term referencing time, days or period for performance shall be deemed calendar
days and not business days, unless otherwise expressly provided herein.

26.0 Counterparts

This Agreement may be signed in two or more counterparts, each of which shall constitute an original,
and all of which together shall constitute one and the same document.

IN WITNESS WHEREOF, the parties have hereunto set their hands as set forth below.

City of Kodiak Quayanna Development Corporation
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Quayanna Development Corporation 
  11801 Middle Bay Drive 
  Kodiak, Alaska  99615 
   TEL : (907) 487-2291 
   CELL : (907) 317-0083 
   e-mail : plarc@alaska.net 

 

 

 
 

January 6, 2012 
 
 
Ms. Aimee Kniaziowski, City Manager 
City of Kodiak 
710 Mill Bay Road, Room 219 
Kodiak, Alaska 99615 
 
RE: Composting of Sewage Treatment Plant Biosolids 
 
Dear Ms. Kniaziowski: 
 
This letter is to confirm our interest in working with the City of Kodiak towards a long 
term composting program for the biosolids produced at the sewage treatment plant.  It is 
our understanding that the Kodiak Island Borough landfill has informed the City that the 
landfill expects to curtail acceptance of biosolids in 2012.  The City has conducted a study 
to determine the feasibility of composting the biosolids much as other communities in 
Alaska and elsewhere do.  The study determined that composting is a viable option for the 
processing and disposal of the biosolids. 
 
The study identified the need for several thousand yards of wood chips and other suitable 
materials on an annual basis to compost the volume of biosolids produced at the Kodiak 
facility.  There currently is no reliable source for that volume of material.  Our company 
has actively engaged in promoting woody biomass as a long term sustainable resource for 
wood fuel projects.  Integral to the wood fuel efforts is the local production of wood chips 
on a commercial basis.  QDC has been in discussions with various local forest landowners to 
secure the harvest and salvage rights to logging residues and other woody biomass 
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sources.  These discussions are expected to lead to arrangements that will enable our 
company to offer composting services to the City. 
 
Based on the informal discussions between the City and QDC, we are comfortable with the 
City’s verbal representations that composting is a viable process to dispose of the 
biosolids and that the City will seriously entertain such services if they were offered to 
you on reasonable terms.  QDC has therefore made the development of a composting 
program a high priority in 2012. 
 
It is our goal to offer contract composting services to the City on a long term basis at 
rates that are reasonable.  Our ability to offer these services is dependent on securing 
property suitable for these purposes, and the necessary volume of wood fiber.  The terms 
upon which these two major items will have a major impact on the prices we will be able to 
offer for composting.  QDC is actively engaged with local landowners in this regard and we 
are optimistic that we can secure these in a timely fashion and on terms that will enable 
the project to move forward.  It is our goal to secure the necessary land, woody materials, 
and equipment such that composting could commence by late summer or fall of 2012.  At 
this early date there are obviously any number of occurrences that may influence this 
timetable, part of which is the administrative processes both parties will need to 
complete.  The attached DRAFT Memorandum of Understanding is intended to provide a 
framework for future discussions and information dissemination for stakeholders and 
other interested parties.   
 
QDC enthusiastically looks forward to putting this project together with the City of 
Kodiak.  We are always open to discussing potential solutions to the challenges of putting 
this composting program together with you. 
 
Sincerely, 
 
QUAYANNA DEVELOPMENT CORPORATION 

 
Peter J. Olsen, Executive Director 
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