AGENDA
Council of the Town of Lacombe
Monday, October 1, 2007 at 7 PM
in Council Chambers

-Iger?eerence Agenda Item
Reqular Meeting of Council
7:00 1. CALL TO ORDER
2. SUPPLEMENTARY AGENDA ITEMS Resolution
3. ADOPTION OF AGENDA Resolution

4. CONFIRMATION OF MINUTES Resolution

e Minutes of the September 17, 2007 Reqular Meeting

5. INFORMATION Resolution

1. Council Calendar
2. Legislative Timetable
3. Council Mailbox (14 items)

6. REPORTS Resolution

e Mayor
e Councillors
e CAO
7:15 7. PUBLIC HEARING

61 Land Use Planning and Land Development

61.1 Land Use Bylaw Amendment 300.32

e Rezoning of Lot 23, Block 2, Plan 032-3605 (MacKenzie Ranch)

Submissions

7. BUSINESS
7:30 61 Land Use Planning and Land Development

61.1 Land Use Bylaw Amendment 300.32

e Rezoning of Lot 23, Block 2, Plan 032-3605 (MacKenzie Ranch) Aug.
24/07 Memorandum Resolution: 2nd reading Resolution: 3rd reading

¢ Amendment to MacKenzie Ranch Outline Plan map proposed text




7:45

7:55

8:00

changes Resolution: outline plan amendment

42 \Wastewater

42.1 Regional Wastewater Collection and Treatment

e Establishment of regional wastewater commission Memorandum
Resolution: Water For Life Resolution: Regional Exploration Grant Resolution:

appoint members Resolution: appoint consultant

43 Solid Waste
43.1 Central Alberta Waste Management Initiative

e Update on Initiative Correspondence Agreement Memorandum

8. ADJOURNMENT Resolution

Future Meetings

e October 22, 2007 - Council Organizational Meeting
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OUTLINE PLAN
DEVELOPMENT CONCEPT

developers may revert some of these lots to R2 zoning depending on market conditions at
the time of development.

Areas of R1d zoning have been distributed on the plan in the P-Loop between 43" and
45™ Avenues as well as the southern portion of the major north/south collector through
the quarter.

Lot dimensions within the R1d District will adhere to the Land Use Bylaws.
4.2.3 Residential (Semi-Detached Dwelling) District (R2)

As shown on Figure 3.0, areas of semi-detached housing development have been
identified within the Outline Plan.

Semi-detached housing has been located in a cul-de-sac as well as along the southern
portion of the north/south major collector road.

Dimensions of R2 lots will adhere to the requirements of the Land Use Bylaws.
4.2.4 Residential (Multiple Family) District (R4/R5)

Three R4/R5 multiple family parcels have been identified on the Land Use Plan (Figure
3.0). One site is adjacent to the storm detention pond, one at the intersection of 43™
Avenue and the major north/south collector road in the central portion of the plan, and
one adjacent to the PUL across from the manufactured home site entrance. These sites
will provide for medium density housing opportunities within the Outline Plan while
ensuring that the additional traffic generated by the site will not significantly impact on
the low density areas in the rest of the neighborhood.

These parcels have been identified as R4/R5 zoning in order to be able to accommodate
market conditions when the sites are developed. The densities for the overall quarter were
calculated based on R5 zoning on these sites and checked to ensure it does not exceed the
maximum allowable density for the quarter. If at the time of development the sites are
developed as R4 sites the overall density of the quarter will then be lower than the
maximum allowable density.

4.25 Manufactured Home Community (R3)

A gated manufactured home community is identified in the southwest corner of the
quarter. The access from 43" Avenue will be divided by a median which provides
emergency access to the site on either side of the median if necessary. A secondary
emergency access has also been shown on the south side of the manufactured home
community and it will be the responsibility of the management of the

4.3



September 21, 2007

Town of Blackfalds
Lacombe County

Town of Lacombe

RE: Regional Wastewater Commission

Town of Lacombe

th \ . ~ . - . . -

5431 567 Avenue The North Red Deer River Water Services Commission was formed through
Lacombe, Alherta  T4L {E9 ) o )
the cooperation of the member communities. [t is proposed that the same

Phone: (403) 7826666 procedure and cooperation be utilized for the formation of a regional
Fax: {403} 782.5655 '

mail@town Jacombe.ab.ca wastewater commission. To proceed with the development of the wastewarer

www dacombe.ca service to the Town of Blackfalds, Town of Lacombe and Lacombe County,
Direct Line; {403) 782-1259 there are number of initial steps in the process. It is recommended that the
Kkendall@own.lacombe.ab.ca communities pass the following resolutions o proceed with the project and

apply for funding. Please note this is the initial administrative set up and
there will be a great deal of material to follow in the upcoming months.

1. Designation of Lead Community

It is recommended that the Town of Lacembe be designared the lead
community. The Town of Lacombe will be forwarding the necessary
documentation to the government and serve as the communication
centre for the start of the project. When the Commission is formed, the
administrative function will be turned over to the Commission.

Moved by that the Town of Lacombe be designated

the lead community in the development of a waste warer commission,
2. Resolution to form a Commission
For the group to proceed with the formation of a Commission, a

resolution is required.

Moved by that the (Community) wishes to

participate in the establishment of a regional wastewater commission
pursuant to Part [5.1 of the Municipal Government Act.

3. Resolution for Applying for Funding - Water for Life Program

[t is important that there is an application forwarded to the Government
of Alberta for the wastewater line to serve the Town of Blackfalds, Town
of Lacombe and Lacombe County. The faster the application is
forwarded the better it is for acquiring the grant. The grant application

will be for the 90/10% funding level.

Moved by that the {community) wishes to direct the
Town of Lacombe, as Lead Agency, to proceed with an application tor

LFEAGENFILESNGZAO2 2-regional\commitrecndetr_reawweomm formation 092107 doe




ranf fundine under the Water for Life Program at the proportion of funding of 90%
g g g proy g
provincial/10% municipal.

4, Resolution - Regional Exploration Grant

The Department of Municipal Affairs has a Municipal Exploration Grant Program for funding of
initial exploration projects such as the development of a wastewater commission. A requirement of
the grant program is to have a supporting resolution from the participating communities,

Moved by that the (Community) support an application to the Government of
Alberta for a Regional Exploration grant for the development of a regional wastewater commission.

5. Appointment of Representative

It is requested that each community appoint a representative and staff person to an initial committee
that will be responsible for the development of the wastewater system and the commission. Tt has
been proposed that the meeting would be held on the same dates as the Regional Water Committee
meeting.

Please contact me if any questions arise.

Sincerely,

S

Kenneth Kendall
Chief Administrative Officer

HAGENFILES\AZY92 2-regionaNcommitree Moy _regwwoomm_{ormation 092 107.doc
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September 21, 2007

Privileged & Confidential
Solicitor / Client Correspondence

Via Email

Central Waste Management Commission
c/o Red Deer County

38106 Range Road 275

Red Deer County, AB T4S 219

Attention: Frank Peck
Dear Sir:
Re: PlascoEnergy Service Agreement

Further to our meeting of last week, as I knew you were out of Town, I took the liberty of
drafting some revisions to the Service Agreement for discussion purposes, and attach a
blacklined version of the revised Service Agreement for your review. We have not shared those
revisions with PlascoEnergy as of yet, as we want to discuss some of the revisions with you prior
to doing so.

We also have some general questions regarding the overall operation, which we have included
later in this letter.

Given the directions from the Commission, we have not attempted to make substantial changes
to the Agreement, except in specified areas, where we thought necessary, or where it was
otherwise convenient to do so.

The main difficulty we had with the draft Agreement was that, arguably, it would create legal
obligations for the Commission, even though it is really a statement of intent. Associated with
that concern, is the lack of certainty regarding many of the terms of the Agreement itself.

I confirm that I have heard from PlascoEnergy’s legal counsel who has advised that, from
PlascoEnergy’s perspective, they are content with a letter of understanding, or some other
wording indicating that the Agreement does not create legally binding obligations. I also
confirm your advice that this is acceptable from the Commission’s perspective. I'have therefore
made some changes in that regard.

3200 Manulife Place, 10180 - 101 Street, Edmonton, Alberia, Canada T5J 3W8 pH 780.425.9510 rx 780.429.3044  www.rmif.com
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We await your instructions regarding whether or not you think the revisions are desirable, or
whether further revisions are advisable. I do not intend to address all of the changes, but do draw
your attention to the following,.

Title

The Agreement is now referred to as an “Agreement in Principle”. As indicated, if this creates
any problem, please advise.

Preamble

We have made several changes to the Preamble which we think are fair, and non-contentious,
and also add some clarity to the intentions of the parties.

1.0 Interpretation

We have added paragraph 1.4 to the effect that this is an agreement in principle only.

2.0 General Proyvisions

2.1.1

We have changed the wording of this provision to make it clear that the legal obligation is to
negotiate in good faith with the intention of entering into a Waste Conversion Agreement. We
were concerned about the previous wording of that provision, which indicated that the parties
“will” enter into such an agreement.

224-2.25

We have added to these provisions to make it clear that although CWMC will assist, as
described, that assistance will not be financial in nature.

2.3

This is actually a very important provision. We believe the revisions clarify the situation, and
will be beneficial to both parties.

4.0  Obligations of PlascoEnergy

4.3.2

Revenue sharing, as defined in this provision, will be dependent upon the setting of a “Revenue
Baseline”. As the Revenue Baseline has not yet been set, and there is nothing in the Agreement
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outlining the principles associated with the Revenue Baseline, this adds a significant element of
uncertainty to this portion of the Agreement. The provision could therefore be characterized as
an agreement to agree, which from a legal perspective, is no agreement at all. We have therefore
inserted a condition precedent in Schedule “A”, to the effect that the Revenue Baseline will be
agreed to by the parties. This should be satisfactory from a legal perspective, as it essentially
defers the establishment of the Revenue Baseline to a later date (which was the reality in any
event). Notwithstanding this however, given the nature of conditions precedent, we are uncertain
how this will be viewed by PlascoEnergy. We therefore wish to discuss that issue with you.

This provision also clarifies that “carbon credits” will be part of the revenues subject to revenue
sharing, Please see my comments below regarding carbon credits.

4.3.3

We have not made revisions to this provision. However, it does refer to costs, and we wish to
raise an issue regarding costs with you, Generally speaking, the Agreement does not provide the
Commission with any control over PlascoEnergy’s costs. However, as you will be aware,
creative accountants can manipulate costs in almost any manner. It is not uncommon in
commercial agreements to allow another party, who is directly affected by such issues, some
control over the other party’s costs, and a right to audit and review the other party’s books.
Given instructions to date, we have not attempted to insert any such provisions. However, we
did wish to bring the issue to your attention. If you have any instructions, please advise.

4.3.4

This provision provides that all carbon credits will become the property of PlascoEnergy. We
have not revised that provision, but do wish to raise an issue with you. During the Commission
meeting, one member of the Commission indicated that they wished to negotiate about this issue.
In the event that the Commission does wish to keep this issue open for negotiation, there should
be some wording in the Agreement which so provides. We therefore ask for your direction in
that regard.

6.0 Representations and Waryanties of PlascoEnergy

6.1.5 and 6.1.6

We have added some very simple and straightforward representations and warranties for
PlascoEnergy. We doubt that PlascoEnergy will have any difficulty with these two provisions,
and if they do, we likely have larger concerns. In regard to 6.1.5, there is a potential issue
regarding timing (i.e., they may wish to insert that they will have such skill, knowledge and
expertise, rather than represent that they do have it at this time). If that is the case, it can be
addressed through a change in language.
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7.0  Confidential Information

7.1

This provision addresses the Confidentiality Agreement. We do not know if all of the members
of the Commission have reviewed that agreement. However, as discussed, the Commission itself
cannot make a promise, or create an obligation, for its individual members. We have therefore
revised the provision accordingly. Has the Commission reviewed this agreement?

9.0 Intellectual Property

9.2

We had considerable difficulty with the way in which this provision was drafted. It suggested
that Commission employees would be actively involved in the Facility process, and would
therefore be required to sign waivers related to intellectual property rights. The provision, as
revised, still gives PlascoEnergy the right to require such agreements, if they are necessary, and
we believe that this will give PlascoEnergy what they want. However, as we do not fully
understand the contemplated working relationship, we do want to discuss this issue with you,
including whether or not the change we have proposed is likely to create any problem with
PlascoEnergy. '

Schedule “A*

This Schedule contains the conditions precedent. We will need to discuss the proposed revisions
with you. As you will note, we have added three fairly short provisions.

5.0
This provisions adds the condition that the Commission be satisfied regarding the technical

feasibility of the Facility and the processes. Please advise if you think the wording should be
altered in any fashion.

6.0

This provision is the condition related to the Revenue Baseline, as previously discussed.

7.0

This provision is a further condition related to the calculation of HCF. We have added this
provision for the same reasons discussed related to the Revenue Baseline, i.e., as referred in
Schedule “D” of the Agreement, HCF is an unknown quantity, and at least from a technical
perspective, would be better dealt with in this fashion, However, once again, this is an issue
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which we did not have an opportunity to discuss, and we would like to have some discussion
with you in regard to that issue as well.

Schedule “C*
2.0

We made revisions to this provision to clarify the references. “MOE” is usually a term utilized
to describe the Ontario Ministry of Environment, or its federal equivalent. Obviously, Alberta
regulators will also have to be satisfied.

Schedule “D”
1.0-2.0

We made changes to these provisions because they created uncertainty. Having said that, you
have been involved in the discussions and may feel more comfortable with the wording which
was previously present. My concern however is that the previous terms required the
Commission to deliver “sufficient waste on the tipping floor to process 68,000 TPY, rather than
simply requiring delivery of 68,000 TPY, or even 68,000 TPY of acceptable MSW. In other
words, the language implied the Commission would have to deliver in excess of 68,000 TPY,
with no reasonable way of discerning exactly how much was required. Given the extremely
onerous damage provisions in the Agreement, we think the Commission should know with some
certainty as to the amount which they would be required to deliver.

We also made additions to provision 2.0 providing that property passes in the MSW once it is
delivered to and accepted by PlascoEnergy. Details of when that occurs will need to be
negotiated further.

4.0

We have a concern regarding this provision which basically provides that, in the event that the
Commission cannot deliver the required waste, the Commission will be liable for significant, and
very onerous, damages. We can certainly see why PlascoEnergy would want such a provision.
However, we don’t think we have ever seen such an onerous damage provision in such an
agreement. It may be that the Commission feels that they do not want to open negotiations on
this issue due to its contentious nature. However, at a minimum, we would suggest that some
safeguards be put in place.

For instance, the provision that the Commission will pay liquidated damages corresponding to
PlascoEnergy’s non-performance of its contracts, should be subject to a requirement that the
supply agreements entered into by PlascoEnergy contain appropriate exclusionary clauses. In
that regard, we can advise that electricity supply agreements usually contain specific limitations
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which prohibit damages of certain types. By way of example, an Enmax agreement, we are
aware of, contained the following language:

“Neither party shall be liable for or pursue any claim for exemplary,
special, incidental, indirect, consequential, or punitive damages, or
damages relating to loss of goodwill, use, revenue, profit, or opportunity,
howsoever caused.”

We recommend that we discuss this issue with PlascoEnergy, and have therefore inserted a
provision into the Agreement which will recognize that they will limit liability through their
contractual agreements.

We see this type of suggestion as entirely reasonable, in compliance with existing practice, and
one which will help potential liability as against both the Commission (and PlascoEnergy).

In addition to the above, we also wished to note that contractual negotiations of commercial
relations often involve allocation of risk. Some compromise on such issues is common. The
current provision is very one-sided. However, if the Commission does not wish to negotiate the
provision, we would recommend that you contact your insurer to determine if additional
insurance can be obtained regarding this risk.

6.0

This provision deals with the requirement to provide high carbon feed (HCF). However, that is
not defined, and PlascoEnergy seems to have reserved to themselves an unbridled right to raise
the HCF requirements. Once again, given the potential for damages, we have inserted a
provision into the conditions precedent, which will allow the parties to define this obligation
with greater certainty. However, as with other matters, we do not know how much of a concern
this will be from a practical perspective, given that the term is not well defined.

Schedule “E»

We have not made substantive changes to this Schedule, however, please see my previous
comments regarding costs incurred by PlascoEnergy, and concerns related thereto.




AGREEMENT IN PRINCIPLE
between
CENTRAL WASTE MANAGEMENT COMMISSION
and
PLASCOENERGY Alberta (1) Inc.

Dated , 2007




THIS AGREEMENT made this _ day of , 2007
establishes and documents a general understanding and agreement

BETWEEN:

CENTRAL WASTE MANAGEMENT COMMISSION

a body constituted under Municipal Government Act of Alberta (section 602.02) and
approved by Order in Council 329, on July 25, 2007, and having an office at 38106
Range Road 275, Red Deer County, Alberta
T4S2L9

(the "CWMC") AND

PlascoEnergy Alberta (1) Inc. (""PlascoEnergy"),
a single purpose subsidiary of PlascoEnergy Group Inc ("Plasco™) incorporated
under the Canada Business Corporations Act,
having a registered office at 1145 Innovation Drive, Suite 100, Ottawa, Ontario
K2K 3G8

RECITALS

WHEREAS, Plasco holds patented technology, know how and experience in waste conversion
processes and equipment that converts municipal solid waste into a synthetic gas that can be utilized as a
source of energy; and

WHEREAS, Plasco has constructed and is commissioning the Demonstration Plant located in
Ottawa, Ontario that will receive municipal solid waste for the purposes of processing waste and convert
such waste into electricity and other useful by-products; and

WHEREAS, CWMC is interested in attracting Plasco to its region to process municipal solid waste
in Red Deer County, and Plasco is interested in processing that municipal solid waste; and

WHEREAS, Plasco and CWMC executed a Memorandum of Understanding on July 27,2007
that established certain basic parameters to the development of a commercial scale municipal solid
waste ("MSW") conversion facility (the "Facility") at a location (the "Facility Site™) outlined in Section
2.2.1; and

WHEREAS, all parties agree that it would be beneficial, at this juncture to document certain
business parameters in greater detail, but also acknowledge that further negotiation and further
agreement (s) will be required to more fully set out the business relationship between the parties;



NOW THEREFORE WITNESSETH THAT the parties hereto wish to acknowledge their intent to
negotiate agreements based on the principles outlined herein:

1.0 INTERPRETATION

11 In this Agreement capitalized terms will have the meanings as elsewhere defined in this
Agreement.
1.2 Unless otherwise indicated, all dollar amounts referred to in this Agreement, including

the symbol "$", refer to lawful money of Canada.

1.3 Where any representation, warranty or other statement in this Agreement is expressed to
be made by any party to its knowledge or is otherwise expressed to be limited in scope to matters known
to a party, or of which a party is aware, it will mean such knowledge as is actually known to, or which
would have or should have come to the attention of, such party, or if such party is a corporation the
officers or employees of such party who have overall responsibility for or knowledge of the matters
relevant to such statement and such party hereby confirms that it has made appropriate inquiries of all such
officers and employees.

14 The parties hereto acknowledge and agree that this Agreement is an agreement in principle
only which is not intended to create legal obligations, but rather, is intended to set out certain principles
upon which later agreements of a legally binding nature may be based.

20  GENERAL PROVISIONS

211 PlascoEnergy and CWMC will enter negotiations, in good faith, with the intention of
executing a Waste Conversion Agreement whereby CWMC will deliver MSW to PlascoEnergy for
processing on a fee for services basis consistent with the provisions of this Agreement.

2.1.2 The "Term' of the Waste Conversion Agreement will be for twenty (20) years
commencing on the date that PlascoEnergy gives the CWMC written notice stating that the Facility is
substantially complete and two (2) "processing trains” are ready for full commercial operation (the
""Commercial Operation Date™). The initial term may be extended for an additional term by mutual
agreement of CWMC and PlascoEnergy under terms and conditions that will be negotiated between the
parties in good faith upon written notice given by CWMC to PlascoEnergy at least one (1) year prior to
the end of the initial Term.

2.2.1 Subject to satisfaction of the Conditions Precedent described in Section 3, PlascoEnergy
will design, build, own and operate the Facility which is to be a 7 acre site located at the County of Red
Deer waste transfer station located off of Highway 2 and Highway 42 (NE33-36-27-W4) (the "Facility
Site™). The Facility Site will be subject to additional due diligence and determination of site acceptability
by PlascoEnergy.



2.2.2 PlascoEnergy and the County of Red Deer will enter into a lease over the Facility Site (the
"Facility Lease™) as per the conditions precedent in Schedule A Section 4.0.  The design, construction,
testing, financing, operation and maintenance of the Facility at the Facility Site is referred to as the
"Project".

2.2.3 The CWMC will be supportive in the approval process which precedes connection to the
sewer system closest to the Facility Site. Construction and connection to the sewer system will be at
PlascoEnergy's expense and may be done by small bore pipe connection subject to all required regulatory
approvals.

2.2.4 The CWMC will cooperate with and assist PlascoEnergy in obtaining access to the available
electric interconnection corridor and facilities in order to interconnect the Facility with the local distribution
system, however, CWMC shall have no financial obligation in regard thereto.

2.2.5 The CWMC will cooperate with and assist PlascoEnergy in obtaining the environmental
approvals and permits necessary to construct, test, operate and maintain the Project, however, CWMC shall
have no financial obligation in regard thereto.

2.3 PlascoEnergy shall own the Facility, all MSW delivered by CWMC and accepted by
PlascoEnergy, and all by-products or residues produced from that MSW, or the Facility. PlascoEnergy will
be responsible for all costs of constructing and operating the Project, including the cost of disposing of all
residues or by-products (liquid, gaseous or solid) produced by the Facility.

2.4 Subject to section 2.5 below, The Facility will be designed to process approximately 68,000
tonnes per year ("TPY") of MSW based on a nameplate processing capacity of 200 tonnes per day ("TPD")
and taking into account scheduled and unscheduled maintenance and downtime. The Facility will process
MSW delivered in accordance with the Waste Conversion Agreement and produce (a) syngas and heat that
will be used to generate electricity for sale to third parties; and (b) an inert glass-like aggregate
(approximately 150kg/tonne of waste processed) that does not require controlled disposal ("Slag").

The Facility will also produce (i) waste water that will meet applicable environmental
standards, (ii) sulphur (to the extent present in the solid waste delivered in accordance with this Agreement;
(iii) heavy metals and other controlled waste ( *"Controlled Disposal Waste™) ; and (iv) filtrand from the
water treatment process. If a change to the CWMC's collection practices results in an increase in Controlled
Disposal Waste, the Tipping Fee will be increased so as to compensate PlascoEnergy for all increased
handling, transportation and disposal costs resulting therefrom.

2.5 PlascoEnergy will provide CWMC with an Increased Scale Option to design into the
Facility the flexibility to expand capacity as described in Schedule F.



2.6 Construction will start within 30 day receipt of all permits, licenses, execution of material
contracts and completion of financing arrangements by Plasco. Construction will be materially completed
and commissioning of the Facility will start 12 months after the construction start date. Commissioning will
be materially completed within 18 months of the construction start date.

3.0 CONDITIONS TO EFFECTIVENESS OF THIS AGREEMENT

3.1 The obligations of the parties under this Agreement are subject to the satisfaction or waiver
by the parties, or applicable party (as the case may be) of the conditions set forth in Schedule A (the
""Conditions Precedent'):

4.0 OBLIGATIONS OF PLASCOENERGY
4.1 PlascoEnergy will operate the Facility in accordance with Schedule B.

4.2.1. PlascoEnergy specifically agrees that the Facility will be operated in accordance with the
Throughput Standards set forth in Section 1.0 of Schedule C.

422 PlascoEnergy specifically agrees that the Facility will be operated in accordance with the
Environmental Performance Standards set forth in Section 2.0 of Schedule C.

4.3.1. Provided that CWMC has provided the Facility with the requisite waste set forth in
Schedule D, CWMC will be entitled to share in revenues as outlined in 4.3.2 below.

4.3.2 Subject to Schedule B Section 5.0, Section 4.3.3 and Schedule E Section 1.1, if the total
revenues of PlascoEnergy (defined as the sale of power, by-products, carbon credits, waste processing fees
and other revenue sources recognized by PlascoEnergy under Canadian General Accepted Accounting
Principles) during any full year after the Commercial Operation Date (such amount being the "Actual
Gross Revenues'™) exceeds a baseline revenue to be agreed upon (the '"Revenue Baseline™),
PlascoEnergy will make a revenue-sharing payment (the "CWMC Revenue Share™) to the CWMC
equal to 25% of such excess, if any, of the Actual Gross Revenues over the Revenue Baseline. The
Revenue Baseline will be annually adjusted after the Commercial Operation Date for inflation based on 50
percent of the change in the Consumer Price Index for Alberta, and any Mandatory Cost Increases (as
defined in Schedule E 2.0). CWMC Revenue Share will be applied against the subsequent year's Tipping
Fees or paid as a lump sum at the direction of CWMC.

4.3.3 Should PlascoEnergy incur "additional revenue generating equipment and operating costs”,
then all such costs associated with the "additional revenue” will be fully covered by the "additional
revenue™ before it is included in the total revenue in 4.3.2 and made available for revenue sharing purposes.

434 In response to global climate change, the Alberta Government has taken action to develop
an emissions trading system. Consequently, the Project may benefit from additional revenues derived from
the sale of excess "carbon emission reductions units” (CER units). For added clarity and compliance with
the Government of Alberta regulations and project guidance documentation, all carbon credits associated
with the Project become the property of PlascoEnergy.



5.0 OBLIGATIONS OF THE CWMC

51 The CWMC will have the obligations with respect to the delivery of solid waste to the
Facility set forth in Schedule D.

52 The CWMC will be obligated to make payments hereunder in accordance with Schedule
E.

6.0 REPRESENTATIONS AND WARRANTIES OF PLASCOENERGY

6.1 PlascoEnergy hereby represents and warrants to the CWMC and hereby acknowledges that
the CWMC is relying on such representations and warranties for the purpose of entering into this
Agreement:

6.1.1 Corporate Power and Due Authorization. PlascoEnergy has the corporate power and
capacity to enter into and to perform its obligations under this Agreement. This Agreement has been duly
authorized, executed and delivered by PlascoEnergy and is a valid and binding obligation of
PlascoEnergy.

6.1.2 Incorporation and Status. PlascoEnergy is duly incorporated and organized and validly
existing under the laws of Canada and is in good standing in each jurisdiction where, by reason of its
business or assets, it is required to be qualified or licensed.

6.1.3 Ownership. PlascoEnergy is an authorized licensee of all proprietary technology and
intellectual property necessary for the Facility (the **Technology’*) and such Technology does not infringe
on the rights of others.

6.1.4 No Conflict. The entering into of this Agreement by PlascoEnergy does not conflict with
any obligations owed by PlascoEnergy to a third party.

6.1.5 PlascoEnergy has the skill, knowledge and expertise necessary to design, build and
operate the Facilities in a professional manner consistent with their intended purposes as outlined
herein.

6.1.6 PlascoEnergy shall comply with all Federal and Provincial laws, municipal bylaws,
regulations, or regulatory requirements, applicable to PlascoEnergy, its operations, or the Facilities.

7.0 CONFIDENTIAL INFORMATION

7.1 For purposes of this Agreement, the Confidentiality Agreement in Schedule G, executed
May 2, 2006 by R. Coon, for and on behalf of Red Deer County remains in full force and is applicable to
this Agreement. CWMC also agrees that it will be bound by that agreement.

8.0 PUBLICITY AND ACKNOWLEDGEMENTS

8.1 Any news release, public announcement, advertisement or publicity released by CWMC
concerning this Agreement, the Facility Lease or the Project or any resulting contract or subcontract to be
carried out hereunder, will be subject to prior written joint approval of the parties unless such disclosure is
required by law. Any such publicity will give due credit for to the contributions of both parties.



8.2 PlascoEnergy and CWMC acknowledge and agree that CWMC is a “local government
body” within the meaning of, and is bound by, the Freedom of Information and Protection of Privacy Act,
R.S.A. 2000, c. F-25, as amended (“FOIPP”).

9.0 INTELLECTUAL PROPERTY

9.1 Title to all intellectual property rights in intellectual property relating to the Facility will
vest in PlascoEnergy and, for greater certainty, will not vest in the CWMC.

9.2 PlascoEnergy shall have the right to require any CWMC employee, contractor, agent, or
representatives, who PlascoEnergy, acting reasonably, believes, may come into contact or be a party to
PlascoEnergy’s intellectual property rights related to the Facility, to assign to PlascoEnergy any and all
intellectual property rights related to the Project and to execute a written permanent waiver of moral rights
(as that terms is defined in the Copyright Act, R.S.A. 2000, c. C-42) in any copyright arising from or in
connection with intellectual property relating to the Project.

10.0 DISPUTE RESOLUTION

10.1 In the event of a dispute, claim, question or difference arising out of this Agreement or any
breach hereof, the parties will use reasonable efforts to settle such dispute, claim question or difference.
The parties will negotiate with each other, in good faith and understanding of their mutual interests, to
reach a just and equitable solution satisfactory to all parties.

10.2 If a dispute arising out of this Agreement cannot be settled amicably through negotiation,
then the parties agree that either party may submit the dispute to mediation (as administered by the
Arbitration and Mediation Institute of Canada Inc.) upon written notice to the other party. The cost of
mediation will be bourn equally by the parties.

10.3 Except as is expressly provided in this Agreement, if the parties do not reach a solution
pursuant to Sections 10.1 or 10.2 within a period of thirty (30) business days, calculated from the date of
Breakdown (as defined below) of any mediation proceedings, then upon written notice by one party to the
other party, the dispute, claim, question or difference will be settled by arbitration in accordance with the
provisions of the Arbitration Act (Alberta) and any amendments thereto, based upon the following:

10.3.1 The arbitration tribunal will consist of one arbitrator appointed by mutual agreement of the
parties, or in the event of failure to agree within ten (10) business days, either party may apply to a court to
appoint an arbitrator. The arbitrator will be qualified by education and training to pass judgment upon the
particular matter to be decided.

10.3.2 The arbitrator will be instructed that time is of the essence in proceeding with his
determination of any dispute, claim, question or difference and, in any event, the arbitration award must be
rendered within thirty (30) business days of the submission of such dispute to arbitration.

10.3.3 The arbitration will take place in Red Deer, Alberta, and will be conducted in English.
10.3.4 The arbitration award will be given in writing and will be final and binding on the parties,

not subject to any appeal, and will deal with the question of costs of arbitration and all matters related
thereto;



10.3.5 Each party will bear the cost of preparing its own case. The arbitrator will have the right to
include in the award the prevailing party's costs of arbitration and reasonable fees of attorneys, accountants,
engineers and other professionals incurred by it in connection with the arbitration.

10.3.6 Judgment upon the award rendered may be entered in any Court having jurisdiction, or,
application may be made to such Court for a judicial recognition of the award or an order of enforcement.
In addition, if it appears to either party that the arbitrator lacks the power to give effective interim relief, the
party may apply to an appropriate Court for such relief.

10.4 For purposes of this Section 10, ""‘Breakdown'* will mean either:
1) that a party to the mediation described in Section 10.2 above will have delivered a
written notice to the other party confirming that it is unable to agree to a resolution of the
dispute; or

2) that the mediator presiding over the mediation described in Section 10.2 will
have delivered written notice to the parties confirming that the parties have been unable
to agree to a resolution of the dispute.

11.0 NOTICES

11.1 Notices under this Agreement will be issued to the following individuals. Notification may
be via fax or mail to the following addresses:

For PlascoEnergy:

1145 Innovation Drive, Suite 100, Ottawa,
Ontario K2K 3G8
Attn: President

For the CWMC:

38106 Range Road 275
Red Deer County, Alberta T4S 219
Attention: Chief Administrative Officer

11.2 Reports, notices, requests and documents are deemed to have been received, if sent by
registered mail, when the postal receipt is acknowledged by the other party; by facsimile or electronic mail,
when transmitted and receipt is confirmed; and by messenger or specialized courier agency, when
delivered.

12.0 OTHER PROVISIONS

12.1 Time is of the essence of this Agreement.

12.2 The obligations of the parties (other than obligations to make payments) will be
excused, and dates and times by which either party is required to perform any obligation under this

Agreement will be postponed automatically, to the extent, for the period of time, and to the degree that
the party is prevented from so performing by circumstances beyond its reasonable control ( a



"Force Majeure™). Force Majeure will include acts of nature, strikes, lockouts, riots, acts of war, epidemics,
changes in law, government regulations imposed after the fact, fire, major mechanical failures, power
failures, earthquakes or other disasters. A party seeking relief under this Section, will, as promptly as
possible under the circumstances, provide the other party with written notice of the Force Majeure
event or circumstance, and its anticipated scope and time of postponement or other effect on its
obligations, including the Throughput Standards and Environmental Performance Standards.

12.3 This Agreement may only be amended, modified or supplemented by a written
agreement signed by authorized representatives of the parties.

12.4 Nothing in this Agreement will create the relationship of principal and agent, master and
servant, settler and trustee, employer and employee, partnership or joint venture between the parties and
neither party will have any right to obligate or bind the other in any manner.

12.5 If any provision of this Agreement is determined to be invalid or unenforceable by an
arbitrator or a court of competent jurisdiction from which no further appeal lies or is taken, that provision
will be deemed to be removed and the remaining provisions of this Agreement will not be affected thereby
and will remain valid and enforceable. In the event that any portion of this Agreement is deemed to be
removed or becomes invalid or unenforceable, the parties will negotiate in good faith such changes to this
Agreement as will best preserve for the parties the benefits and obligations of such offending portion.

12.6 No failure on the part of the parties to exercise any right or remedy under this Agreement
and no delay in exercising any right or remedy will impair, or constitute a waiver of any such right or
remedy. In addition, any single or partial exercise of any right or remedy will not preclude further exercise
of any right or remedy.

12.7 Each of the parties covenants and agrees that it will sign such further assurances,
agreements, waivers and documents, and do and perform or cause to be performed and done such further and
other acts and things as may be necessary or desirable from time to time in order to give full effect to this
Agreement and every part hereof.

12.8 This Agreement will be governed by, interpreted and construed in accordance with the laws
of the Province of Alberta and the federal laws of Canada applicable therein. The courts of the Province of
Alberta will have exclusive and original jurisdiction in any action or proceedings brought under this
Agreement or for the purpose of enforcing this Agreement or any provision of it and the parties irrevocably
attorn to the jurisdiction of the courts of the Province of Alberta.

129 This Agreement constitutes the entire agreement of the parties with respect to the subject
matter hereof and supersedes all previous negotiations, communications and other agreements, whether
oral or written, between the parties. No amendment, variation or change to this Agreement will be binding
unless it is documented in writing and signed by the parties hereto.

12.10 This Agreement may not be assigned by any party except to a subsidiary wholly owned
by said party; provided, however that PlascoEnergy may collaterally assign this Agreement in
connection with any financing of the Project. This Agreement will enure to the benefit of and be
binding on the parties and their respective successors and permitted assigns.

12.11 This Agreement has been drafted in the English language at the express wish of the parties.
Le present document a eta redige en langue anglaise a la volonte expresse des parties.



12.12 This Agreement expires at the earlier of (i) March 31, 2008, or (ii) execution of a Waste
Conversion Agreement that supersedes this Agreement.

12.13 This Agreement may be executed by the parties in separate counterparts, each of which
will be deemed to constitute an original, all of which will constitute one and the same agreement. This
Agreement will be considered to be fully executed when all parties have executed an identical counterpart,
notwithstanding that all signatures may not appear on the same counterpart. This Agreement and those
contemplated herein may be executed and delivered by facsimile signatures and will be binding on all
parties hereto as if executed by original signature and delivered personally.

IN WITNESS WHEREOF this Agreement has been executed by the parties as of the Effective
Date.
PLASCOENERGY ALBERTA (1) INC.
By:

Name:
Title:

I have the authority to PLASCOENERGY ALBERTA (1) INC.

CENTRAL WASTE MANAGEMENT COMMISSION

By:..
Name:
Title:

I have authority to bind the CENTRAL WASTE MANAGEMENT COMMISSION
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Schedule A
Conditions Precedent

1. The Ottawa Demonstration Facility will be (i) in compliance with the satisfaction of the
Ministry of Environment ("MOE") environmental performance criteria and (ii) in compliance with all
federal, provincial and municipal applicable laws, including applicable laws regarding the discharge of
water, residues and the handling of solid waste.

2.1 PlascoEnergy's determination (in its sole discretion) that the Facility can be constructed and
operated on a "commercially viable basis" which includes, without limitation, (i) execution of a satisfactory
electricity purchase agreements, (ii) the availability of construction and permanent financing for the Project
on satisfactory terms, (iii) demonstration by the Demonstration Plant of reliable operations within all
licensing parameters, and (iv) demonstration by the Demonstration Plant of expected energy production.

3.0 In order to attract construction and permanent financing, for the Project on satisfactory
terms as per section 2.1 above, it will be necessary for CWMC to evidence "bankable” creditworthiness
through credit enhancement support by way of (i) Provincial Government assurance of CWMC
performance under contract and/or (ii) Provincial Government guarantees.

4.0 Execution of a satisfactory long-term Facility Lease between PlascoEnergy and Red
Deer County. Rent will be a nominal amount during construction and commissioning period and
during the term of the Waste Conversion Agreement. The Facility Lease will also provide for renewal
and extension periods.

5.0 CWMC’s determination (in its sole discretion) that the Facility, and the processes to be
utilized at the Facility, are technically feasible and within all licensing parameters.

6.0 Agreement as between PlascoEnergy and CWMC regarding the calculation, or method
of calculation, of the Revenue Baseline as referred to in Article 4.3.2.

7.0 Agreement as between PlascoEnergy and CWMC as to the calculation, or method of
calculation, and standards, of HCF, as referred to in Schedule D.
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Schedule B
PlascoEnergy Obligations

1.0 PlascoEnergy will have sole authority and responsibility for the operation of the Project
including, without limitation, management and ownership of all solid waste delivered in accordance with
the Waste Conversion Agreement, the sale of power and ownership of other saleable and non-saleable
products produced by the Project and the disposal of any Slag or other residues generated by the Facility.

2. PlascoEnergy and the CWMC will coordinate daily and weekly delivery schedules
totalling at least 68,000 TPY consistent with the CWMC's waste collection practices, the Facilitys
processing capabilities, the Facility's storage capacity and the requirements of the power purchase
agreement. Prior to the start of each year, the CWMC and PlascoEnergy will agree on a schedule for
planned Facility maintenance and resulting waste delivery reductions. Both parties will take into account
the CWMC's seasonal waste collection, the requirements of the power purchase agreement, any seasonal
differences in power pricing and the requirements for Facility maintenance. During the year, both parties
will work closely to adjust waste deliveries based on any change in circumstances, including additional
maintenance and unscheduled down time. PlascoEnergy will notify the CWMC as soon as it has new
information that will affect the ability of the Facility to accept and process waste. The CWMC will use its
best efforts to adjust waste deliveries based on any such information.

3. PlascoEnergy, as operator of the scalehouse, will record, weigh and report the receipt and
processing of solid waste delivered by the CWMC in accordance with the Waste Conversion Agreement.
The CWMC will have the right to audit PlascoEnergy's books and records relating to the receipt and
processing of solid waste delivered by the CWMC in accordance with this Agreement upon prior written
notice to PlascoEnergy at the location where such books and records are maintained by PlascoEnergy.
Any costs incurred by PlascoEnergy in connection with such audit will be reimbursed to PlascoEnergy by
the CWMC.

4. PlascoEnergy will have the right to reject deliveries of MSW by the CWMC pursuant to
this Agreement and the Waste Conversion Agreement whenever the capacity of the Facility ( taking into
account the available storage capacity of the tipping floor) is not sufficient to permit the acceptance and
processing of such waste. To account for maintenance and other Facility downtime, PlascoEnergy can
reject additional deliveries of solid waste tendered by the CWMC without damages so long as the
Throughput Standard pursuant to Schedule C is met.

5. PlascoEnergy will be obligated to use reasonable commercial efforts to accept and
process at the Facility solid waste delivered from third-parties (*"Third Party Waste™) in order to mitigate
CWMC solid waste delivery shortfalls. In addition, if there is processing capacity at the Facility in excess
of 200 TPD, PlascoEnergy will offer such capacity to the CWMC, and if the CWMC fails to accept such
excess capacity, PlascoEnergy may accept and process Third Party Waste to fill available Facility
processing capacity. PlascoEnergy will be entitled to all revenues generated from the processing of Third
Party Waste, including (without limitation) all tipping fees and electricity sales revenues generated by the
acceptance and processing of such Third Party Waste.

12



6. PlascoEnergy will ensure that plant is designed, constructed and operated in accordance
with good environmental, safety, and operating practices consistent with all permits and licenses. The
CWMC will cooperate with PlascoEnergy to ensure all environmental, operating licenses, and
construction permits are approved and issued in a timely manner and in accordance with good government
practices.

7. PlascoEnergy will maintain appropriate liability insurance consistent with good business
practices and financing requirements.

13



Schedule C Performance
Standards

1.0 The following are the Throughput Standards for the Facility for each year after the
Commercial Operation Date.

11 During the first full year after the Commercial Operation Date of the Facility,
PlascoEnergy will use reasonable commercial efforts to accept and process at least 68,000 TPY based on
the Facility nameplate capacity of 200 TPD, but will not be subject to damages for failing to achieve this
goal.

1.2 During the second full year after the Commercial Operation Date of the Facility,
PlascoEnergy will use reasonable commercial efforts to accept and process at least 68,000 TPY based on
the Facility nameplate capacity of 200 TPD, but will agree to accept and process at least two-thirds of such
amount. If it fails to do so, the Throughput Standard in all subsequent years will be increased by one-
eighteenth of the annual shortfall.

1.3 During the third full year after the Commercial Operation Date of the Facility and
continuing throughout the remainder of the Term of this Agreement, PlascoEnergy agrees that it will
accept and process at least 68,000 TPY based on the Facility nameplate capacity of 200 TPD.

1.4 In the event PlascoEnergy fails to satisfy at least 90% of the Throughput Standard during
the third full year after the Commercial Operation Date or during any year thereafter, PlascoEnergy will
prepare and implement a commercially reasonable cure plan to identify and correct the issues at the
Facility within a twenty-four (24) -month period. If upon completion of the cure plan, the Facility is able
to achieve demonstrated capacity of at least 25% of the Throughput Standard but is not able to
demonstrate capacity of 100% of the Throughput Standard, then PlascoEnergy may elect to reduce the
CWMC's delivery obligation and the Throughput Standard. Such election may be made only once during
the Term. If PlascoEnergy fails to prepare and implement the cure plan or, if applicable, fails to make the
election provided for in the prior sentence, then the CWMC, upon one hundred eighty (180) days prior
notice to PlascoEnergy, may terminate this Agreement. If PlascoEnergy determines that the Facility
cannot meet the Environmental Performance Standards or operate on a economically viable basis, it may
elect to abandon the Facility operations and remove the Facility from the Facility Site and terminate the
Agreement.

1.5 If in any year, PlascoEnergy accepts and processes more solid waste than the
applicable Throughput Standard PlascoEnergy will be entitled to a credit against the commitment of
the Throughput Standard in the following years. PlascoEnergy may apply all or part of the credit to
satisfy any subsequent annual throughput shortfall by written notice to the CWMC and upon such
application the credit will be reduced. If in any year PlascoEnergy fails to meet its Throughput
Standard, PlascoEnergy may defer the impact of the throughput shortfall for the applicable year with
respect to up to 6,800 tonnes for a period of up to the lesser of five years or the remaining years in the
Term; provided that the total amount of deferred shortfall tonnes from all years will not at any time exceed
13,600 tonnes. Whenever there are deferred shortfall tonnes, PlascoEnergy will use reasonable efforts to
accept additional tonnes from the CWMC equal to the deferred shortfall tonnes and upon such acceptance
the deferred shortfall tonnes will be reduced.
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1.6. If PlascoEnergy fails to accept and process or otherwise dispose of in accordance with this
Agreement an aggregate amount of acceptable waste delivered by the CWMC equal to at least the
Throughput Standard (taking into account any adjustments pursuant to 1.4 above) then, subject to
Paragraph 1.5 of this Schedule, PlascoEnergy will pay the CWMC as liquidated damages an amount equal
to the CWMC's cost of disposal of the diverted tonnage less the Tipping Fees that would have been payable
with respect to such tonnage. Such liquidated damages will be subject to a maximum liability of $15 per
tonne. This maximum liability will be annually adjusted after the Commercial Operation Date for inflation
based on 50 percent of the change in the Consumer Price Index for Alberta.

2.0 "Environmental Performance Standards™ means (1) satisfaction of all applicable
environmental performance criteria established by the relevant department or ministry of environment, or
other environmental regulator having jurisdiction (“MOE”) for the Facility and (2) compliance with all
federal, provincial and municipal applicable laws, including applicable laws regarding the discharge of
water, residues and the handling of solid waste.
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Schedule D
CWMC Delivery Obligations

1.0 After the Commercial Operation Date, CWMC will deliver 68,000 TPY of MSW (200
TPD operating 340 days per year) to the Facility tipping floor. Such deliveries will be made in accordance
with the written directions of PlascoEnergy and the daily and weekly delivery schedules developed by the
representatives of the parties. Prior to the Commercial Operation Date, the CWMC will deliver such
quantities of MSW as PlascoEnergy reasonably requests to test and start-up the Facility. The Facility has
been designed to process solid waste with an average energy content of at least 16,500 mega joules per
tonne and a moisture content of less than 30%.

2.0 CWMC will comply with the directions of PlascoEnergy regarding the weighing and
deposit of the MSW to the tipping floor. PlascoEnergy will have the right to reject Unacceptable Waste, but
once the MSW is delivered to and accepted by PlascoEnergy at the Facility, property in the MSW shall pass
to PlascoEnergy, and PlascoEnergy shall be responsible for the MSW, and any of its by-products or residue.
CWMC will assist PlascoEnergy in arranging satisfactory storage at nominal rates for the Slag material
until the Slag can be sold to third party users or otherwise disposed of by PlascoEnergy. However, CWMC
will have no financial responsibility therefor.

3.0 The CWMC understands and acknowledges that the Facility can not process certain wastes
such as (i) large and/or bulky items too big to be fed into the materials handling system, (ii) metal and non-
combustible items such as bicycles, appliances, barbeques, automobile parts, concrete and non-combustible
construction waste, and similar material, (iii) hazardous waste and (iv) materials which if processed would
violate the Facility permits or would could pose a risk to the safety of persons or property or could cause a
violation of the Environmental Performance Standards (**Unacceptable Waste'). The CWMC will be
responsible, at its sole cost, for removing and disposing of any Unacceptable Waste delivered that is
identified by PlascoEnergy. PlascoEnergy will not generally pre-screen solid waste delivered by the
CWMC under this Agreement but PlascoEnergy may inspect such deliveries in order to identify and
remove Unacceptable Waste. Inability of PlascoEnergy to operate due to the delivery of Unacceptable
Waste will constitute a Force Majeure event.

4.0 If the CWMC fails to deliver solid waste to the Facility as provided in this Agreement,
PlascoEnergy will use reasonable commercial efforts to obtain replacement Third Party Waste to make
up any CWMC waste delivery shortfall. If on any day the amount of acceptable waste delivered by the
CWMC in accordance with this Agreement is less than is necessary to enable the Facility to process on
such day 200 tonnes (or any lesser amount of actual Facility capacity available on such day) after
taking into account waste on the Facility tipping floor and Third Party Waste accepted to mitigate the
CWMC's under delivery (such difference being the "Delivery Shortfall), the CWMC will be obligated
to pay to PlascoEnergy an amount equal to (a) the Tipping Fee for each tonne of the Delivery
Shortfall; (b) the net revenues including electricity sales, and by-product sales that would have been
derived from the processing of the Delivery Shortfall waste had such waste been delivered; and (c) any
liquidated damages corresponding to PlascoEnergy's non-performance due to supply of feedstock.
However, PlascoEnergy will include, in its feedstock supply agreements, language approved by
CWMC, which will limit its potential liability.

5.0 The CWMC will divert waste deliveries to such alternative locations at no cost to
PlascoEnergy, subject to Schedule C Section 1.6, to the extent that the CWMC receives notice from
PlascoEnergy that the Facility is not available to receive waste. Both of the parties will use
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e service agreements with the member municipalities (including Lacombe) to deliver waste
to the Commission. The latest copy of this agreement has not been seen.

The Town is a member of the commission, however to actually receive the service of waste
collection the Town would have to commit the following:

. enter into the servicing agreement with the Commission.

. commit the Town's solid waste that is currently being transferred to Prentiss.

. give notice to the Town's current regional landfill site, West Dried Meat Lake
Regional Landfill Authority. A twenty month notification is required.

Based on estimates provided by the Lacombe Regional Solid Waste Authority, the additional
cost of disposing of the waste through the Central Waste Commission as opposed to land filling
is as follows:

Plasco @ $65 per tonne West Dried Meat
Total per capita $63.64 $44.64

Before, entering into any agreement with the Central Waste Commission, Council may want to
place conditions on the Town's participation. In particular,

e  Ensure that all waste from the Town regardless of whether it is considered household or
not is accepted.

e Negotiate a lower tippage fee.

e  That the facility have more than two days storage, ex. up to a week.

e  That the environmental credits from the facility be shared with the contributing
municipalities.
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