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CITY OF PALACIOS, TEXAS 

BUDGET / REGULAR CITY COUNCIL MEETING 
 
 

MINUTES 
 

JULY 28, 2022 
 

REGULAR AND BUDGET CITY COUNCIL MEETING 
 
A REGULAR and BUDGET City Council meeting was held by the City Council of the City 
of Palacios on July 28, 2022, at 6:00 p.m., in the Council Chamber, 311 Henderson, 
Palacios, Texas 77465.  
 

PUBLIC HEARING  
A public hearing to receive citizen’s comments regarding the Texas Parks and Wildlife 
Parks Grant for Small Communities was opened by Mayor Gardner at 6:01PM. One 
public comment was made in reference to the park location, which has not been 
determined. Mayor Gardner asked if the project could be within an existing City Park, 
which it can. With no other comments, the hearing was closed at 6:05PM. 
 
CALL TO ORDER 
Mayor Gardner called the Budget/Regular meeting to order at 6:05PM. 
 
CERTIFICATION OF A QUORUM 
Mayor Gardner certified a quorum was present. 
 
ATTENDANCE ROLL CALL 
Mayor, Jim Gardner, Present 
Councilmember Place 6, Michael Dotson, Present 
Councilmember Place 5, Raylynn Samora, Present 
Councilmember, Place 4, Troy Lewis, Present 
Councilmember Place 3, Chip Woolf, Present 
Councilmember, Place 2, Sharon Trainor, Present 
Councilmember Place 1, Larry Glenn, Excused 
 
CITY STAFF IN ATTENDANCE: 
Cynthia Raleigh, City Manager 
Tobie Bias, Police Chief 
Joshua Jones – Police Lieutenant 
Ryan Adams, Code Compliance 
Christi Adams, Public Works 
Darrell Robbins, Public Works Director 



  

CITY OF PALACIOS REGULAR-BUDGET CITY 
COUNCIL MEETING MINUTES – JULY 28, 2022 

2 

 

 

Peggy Georgi, Recycling Center Manager 
David Holubec, City Secretary  
 
INVOCATION & PLEDGES 
 

Mayor Gardner recognized Councilmember Trainor, who led the Council, Staff, 
and Citizens in prayer and pledges to the U.S., Texas, and Palacios Flags. 

1. Announcements:   
a. Mayor’s Announcements 

i. Improved agenda format, ongoing 
ii. All-American City Celebration on August 6th  

 
b. Council Member’s Announcements ~ None 

 
c. City Manager’s Announcements 

i. All-American Celebration 
ii. Fish with the Police – Friday 
iii. Darrell Robbins and Pam Oliver’s retirement 
iv. Introduction to the Palacios All-Star teams to celebrate their 

accomplishments this summer 
 

2. Citizen Communication:  Public comments. 
 

a. Markus Sandy ~ Friends of Elder Care Vice-President, Thanked City 
Manager, Cynthia Raleigh and Police Chief, Tobie Bias for visiting the 
Elder Care Center to speak to the center patrons. He also indicated that 
there were job opportunities and board positions available at the center.  

 
3. Budget Workshop: City Manager Cynthia Raleigh reviewed the proposed budget, 

goals, and capital plan for the 2022 – 2023 Fiscal Year for the City of Palacios, 
Texas. This was the second review.  

a. Councilmember Trainor expressed her idea of having the Police 
Department office open 6-8 hours per night, by non-police officer 
attendants, to assist citizens in possible distress. Councilmember Woolf 
stated his concern with this idea and cost.  

b. Councilmember Dotson questioned whether the Palacios Police 
Department had competitive salaries compared to surrounding cities. 
City Manager Raleigh stated the Palacios Police Department salary is 
lower than Matagorda County.  

c. City Manager Raleigh stated she is working with department managers 
to create measurable budget goals for their departments. 

d. Councilmember Woolf questioned the Municipal Court budget. City 
Manager Raleigh indicated that there were reasons for the budget 
increase that she was not able to discuss at this time. Woolf also 
questioned the legal fee increase and asked if that was due to the 
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current litigation. Raleigh stated it was. Woolf stated he hoped it was 
enough to cover the legal expenses. 

e. Councilmember Dotson asked about the Recycling Center 
budget/expenses.  

 
4. Reports and Discussion Items:   

 
a. City Manager’s Report ~ Cynthia Raleigh 

Presentation by the City Manager regarding City-wide updates and 
recognitions. 

i. She is still negotiating solid waste rates and will be finalizing this 
process soon. 

 
b. Website ~ David Holubec, City Secretary showed Council a preview of 

the new City website being completed. 

Action Items:   

5. RESOLUTION #2022-R-21 ~ The Bureau of Reclamation WaterSMART Grant 

was presented by Cynthia Raleigh, City Manager. The resolution was approved 

by Motion. DISCUSSION MOTION: Woolf/Trainor. Unanimous. APPROVAL 

MOTION: Lewis/Samora. Unanimous. 

 
6. RESOLUTION #2022-R-22 ~ The Texas Parks and Wildlife local park grant 

program for small communities was presented by Cynthia Raleigh, City Manager. 

The resolution was approved by Motion. DISCUSSION MOTION: Lewis/Trainor. 

Unanimous. APPROVAL MOTION: Dotson/Lewis. Unanimous. 

 

7. ORDINANCE #2022-O-10 ~ The second and final reading of the processing fee 

for electronic payments at the City of Palacios, Texas was presented by Cynthia 

Raleigh, City Manager. The Ordinance was introduced in the first reading at the 

July 14, 2022, Council Meeting. The ordinance was approved by motion. 

MOTION: Trainor/Samora. Unanimous. Votes were polled. 

 
8. City Council Regular Meeting Minutes – July 14, 2022, ~ The minutes were 

reviewed and approved by motion. MOTION: Lewis/Dotson. Unanimous. 

 
9. City Council Budget Meeting Minutes – July 21, 2022, ~ The minutes were 

reviewed and approved by motion. MOTION: Lewis/Dotson. Unanimous. 

ADJOURNMENT  
 
Adjourned by Mayor Gardner at 7:56PM. 
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________________________________ 
Jim Gardner, MAYOR 

 
 
 
ATTEST: 
 
____________________________________ 
David Holubec, CITY SECRETARY 
 



Agenda Item No.  

Measurable Goals 

 

CITY COUNCIL MEMORANDUM 

 

City Council Meeting:  August 4, 2022  

Department:    City Manager 

Subject:    Measurable Goals 

 

 

BACKGROUND 

As part of the budget preparation for FY 2022-23, our leadership team met and discussed the need for 
measurable goals for each department.  These goals needed to be quantitative and qualitative.  We need to be 
able to justify our departments, what they do, how much they need to do it, and why.  With these goals, we can 
track our monthly progress; holding each other and this city accountable. 

Department Heads will present their individual department goals to City Council.  We ask that Council 
question, add, or remove any of the goals indicated.  Just like the budget, these are living, breathing plans that 
each department developed; we need to know if we hit the mark or need to reassess.  

Please remember that this process is new for our department heads, who are learning and growing.  I did not 
make any changes to their assessment; I want them to feel empowered in their positions and understand their 
roles clearly.  Through this presentation process, it will open up the lines of communication between council 
and the leadership team, so that we all understand exactly what we need to succeed. 

GOALS 

Establish Measurable Goals for each department 

FISCAL IMPACT 

None to set goals, but goals will determine budget and budget needs as we progress through the new fiscal year 
and plan for the next fiscal year. 

RECOMMENDATION 

Staff recommends the City Council consider and question the measurable goals developed by the departments. 

ATTACHMENT 

Measurable Goals, Department Tabbed 

















Agenda Item No.  

 

CITY COUNCIL MEMORANDUM 

 

City Council Meeting:  August 4, 2022 

Department:    City Manager 

Subject:    Ordinance 2022-O-09 Garbage Rates, Final Reading 

 

 

BACKGROUND 

In April, we announced that we received a notice from Waste Connections that our rate increased 12% for 
May Billing Cycle.  We found a significant discrepancy between what we were charging our citizens to 
what we were being set. 

On July 14, 2022, we presented to City Council the rates that bring our charges equal to what Waste 
Connections charges.  At that same meeting, I mentioned that I could contact Waste Connections and see 
if I could negotiate a better rate.  

We sent an email to Waste Connections, asking for the increase notice letters from 2018 and 2021.  We 
received a response that they did not have the letter for 2021.  I sent an email response informing them 
that since they could not provide the letter indicating an increase in 2021 that I was representing the 
citizens of Palacios and requested that the rates set in place in 2018 be our baseline for the increase that 
we received notice of this past April 2022.   

I let them know that our citizens and City Council are disappointed in Waste Connections' ability to prove 
the existence and delivery of an increase letter in 2021, per our agreement.  I attached requested rates to 
be charged to the city and our Citizens since the 2021 notice is unavailable to Waste Connections or our 
City.  I calculated the rates using the base of the 2018 rates, with the increase in 2022.   

My email: “On behalf of the City of Palacios, I feel the negotiated rates are fair and equitable due to the 
lack of evidence in the notice of a rate increase in 2021, per our agreement.”  I requested a decision by the 
close of business on July 25; however, I received a response on Monday, August 1: 

“I (Damian, regional manager) got with my District Manager and Controller we all agreed that we can do 
what you mentioned on the base rate from 2018. I apologize for not being able to provide paperwork 
between the yard transitioning to Angleton and the new leadership. It was misplaced in the process. I 
assure you it won’t happen again!” 

After negotiations and using our agreement as a tool, the monthly rates are as follows: 

Residential Service 2x Week:  $26.34 ($31.77 was original rate on Ordinance) 

Residential Service 2x Week Senior: $16.27 

Additional Cart:    $8.90 



Commercial Hand Pick Up: $37.15 

Per Additional Cart:  $16.80 

Loose Brush 1x week:  $25.45 per yard 

Construction Demo 1x week:  $44.53 per yard 

Penalty for stolen/damaged carts due to abuse:  $25.00 

Extra Lifts for Commercial: $97.07 

 

Commercial Rates: 

 Lifts Per Week 

SIZE 1 2 3 

2 Cubic Yd  $ 100.14   $          148.87    
3 Cubic Yd  $ 118.57   $          180.51    
4 Cubic Yd  $ 134.39   $          209.51   $ 309.64  
6 Cubic Yd  $ 147.58   $          256.93    

8 Cubic Yd  $ 167.34   $          266.17   $ 371.57  
 

Staff will ensure that these rates are accurately reflected on the Waste Connections statement before they 
are paid next month. The team will also ensure that rates are updated in our system correctly, notifying 
customers who have not been appropriately charged (no garbage, fewer carts, too many carts, etc.) of the 
changes coming up on their bills.  

Additionally, a letter was mailed to Waste Connections letting them know that we do not wish to 
automatically renew our agreement at the end of the term in 2024. This is the only notice we need to 
provide. 

GOALS 

To approve Ordinance 2022-O-09 on the final reading with the updated rates listed above. 

FISCAL IMPACT 

We were losing $97,296 per year with incorrect rates charged; with rates charged correctly, we cover that 
loss yearly, plus add $15,708 per year in retainage which helps offset recycle center expenses.  

 

RECOMMENDATION 

Staff recommends approval of the ordinance with the new updated rates using 2018 rates as the base.  

ATTACHMENT 

Ordinance 2022-O-09 Garbage Rates, Updated, Final Reading 

 



ORDINANCE NO. 2022-O-09 
 

AN ORDINANCE AMENDING APPENDIX “A” ARTICLE A13.04 “SOLID 
WASTE”, DIVISION 3. “RATES AND CHARGES”, OF THE CODE OF 
ORDINANCES OF THE CITY OF PALACIOS, TEXAS TO CHANGE THE 
RATES FOR SOLID WASTE GARBAGE COLLECTION; CONTAINING A 
SAVINGS CLAUSE; REPEALING INCONSISTENT ORDINANCES, AND 
PROVIDING FOR THE EFFECTIVE DATE THEREOF. 

 
WHEREAS, the contract currently in effect for garbage collection allows for an annual 

adjustment based on the CPI-U; and 
 
WHEREAS, this adjustment has not been passed onto citizens since 2018; and 

 
WHEREAS, the adjustment proposed by the current contractor is 12% and will take 

effect on April 1, 2022 
 
WHEREAS, the City of Palacios was able to negotiate a lower rate using the 2018 Rate 

as the base rate plus the April 2022 increase; NOW THEREFORE, 
  
BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF PALACIOS, TEXAS: 
 
 SECTION 1:  That Section A13.04.071(a) “Garbage Collection fees.” of Appendix “A” 
of the Code of Ordinances of the City of Palacios, Texas is hereby amended to read as follows: 

 
Article A13.04 Solid Waste 

Division 3. Rates and Charges 
 
Sec. A13.04.071 General Regulations 
 

(a) Garbage collection fees. 
 

(1) Residential rate. $26.34 per month for a 95 gallon Poly Cart.  Additional Poly 
Carts are available for $8.90 each, up to five (5) total carts.  The Residential rate 
is restricted to single family residences, duplexes, and residences with no more 
than two (2) total livable structures at one (1) service address. 

 
(2) Senior Citizens rate. $16.27 per month for a 60-gallon poly carts.  Service is 

restricted to one (1) cart. 
 

(3) Commercial hand collection rate. $37.15 per month for a 95 gallon poly carts. 
additional poly carts are available for $16.80 each, up to two (2) total carts.  The 
commercial hand collection rate is restricted to commercial accounts and accounts 
with more than two (2) total livable structures at one (1) service address. 

 
(4) Commercial bins matrix rates. The commercial bins matrix rates are established 

from the Exhibit B of the city’s franchise agreement with its garbage collection 
provider. 

 
(5) Penalty fee.  All customers will be assessed a $25.00 penalty fee for any stolen or 

damaged poly carts due to negligence or abuse. 
 

(6) Loose brush collection rate is $25.45 per cubic yard. 
 

(7) Construction/Demolition debris collection rate is $44.53 per cubic yard. 
 
(8) 2022 Commercial rate schedule: 
 

    LIFTS PER WEEK 
CONTAINER SIZE 1 2 3 EXTRA LIFTS 
2 CUBIC YARD $100.14 $148.87  $97.07 
3 CUBIC YARD $118.57 $180.51  $97.07 



4 CUBIC YARD $134.39 $209.51 $309.64 $97.07 
6 CUBIC YARD $147.58 $256.93  $97.07 
8 CUBIC YARD $167.34 $266.17 $317.57 $97.07 
 

 SECTION 2: If any provisions, section, exception, subsection, paragraph, sentence, 
clause or phrase of this ordinance or the application of same to any person or set of 
circumstances, shall for any reason be held unconstitutional, void or invalid, such invalidity shall 
not affect the validity of the remaining provisions of this ordinance or their application to other 
persons or sets of circumstances and to this end all provisions of this ordinance are declared to be 
severable. 
 
 SECTION 3: All ordinances or parts of ordinances inconsistent with the terms of this 
ordinance are hereby repealed; provided however, that such repeal shall be only to the extent of 
such inconsistency and in all other respects this ordinance shall be cumulative of other 
ordinances regulating and governing the subject matter covered by this ordinance. 
 
 SECTION 4: This Ordinance shall become effective after its approval and adoption 
upon second and final reading. 
 
 PASSED AND APPROVED on final reading this 14th day of July, 2022. 
 
 PASSED, APPROVED AND ADOPTED on second and final reading this 4th day of 
August, 2022. 
 
       CITY OF PALACIOS, TEXAS 
 
 
       ______________________________                                                             
       JIM GARDNER, Mayor 
 
ATTEST: 
 
____________________________ 
DAVID HOLUBEC, City Secretary 
 
APPROVED AS TO FORM: 
 
________________________________   
Anne Marie Odefey 
City Attorney 
 



City Price Number of Accounts Total Collection WC Price Number of Accounts Total Bill Loss

Senior 14.53$     259 3,763.27$           16.62$     259 4,304.58$   (541.31)$               

Residential 23.52$     1173 27,588.96$         26.89$     1173 31,541.97$   (3,953.01)$            

Resident ‐ 2 carts 31.47$     99 3,115.53$           35.98$     99 3,562.02$   (446.49)$               

Comm 33.17$     48 1,592.16$           37.93$     48 1,820.64$   (228.48)$               

Residental ‐ 3 39.42$     4 157.68$              45.07$     4 180.28$   (22.60)$                 

Residential ‐ 4 47.37$     2 94.74$                54.16$     2 108.32$   (13.58)$                 

Comm ‐ 2 carts 41.12$     17 699.04$              55.08$     17 936.36$   (237.32)$               

3 yd dumpster ‐1 105.87$   11 1,164.57$           121.06$   11 1,331.66$   (167.09)$               

3 yd dumpster ‐2 161.17$   11 1,772.87$           184.30$   11 2,027.30$   (254.43)$               

4 yd dumpster ‐ 1 119.99$   21 2,519.79$           137.21$   21 2,881.41$   (361.62)$               

4 yd dumpster ‐ 2 187.06$   9 1,683.54$           213.90$   9 1,925.10$   (241.56)$               

4 yd dumpster ‐ 3 276.46$   4 1,105.84$           316.14$   4 1,264.56$   (158.72)$               

6 yd dumpster ‐ 1 131.77$   7 922.39$              150.68$   7 1,054.76$   (132.37)$               

6 yd dumpster ‐ 2 229.40$   13 2,982.20$           262.33$   13 3,410.29$   (428.09)$               

8 yd dumpster ‐ 1 149.41$   10 1,494.10$           170.85$   10 1,708.50$   (214.40)$               

8 yd dumpster ‐ 2 237.65$   4 950.60$              271.75$   4 1,087.00$   (136.40)$               

8 yd dumpster ‐ 3 331.76$   12 3,981.12$           379.38$   12 4,552.56$   (571.44)$               

55,588.40$         63,697.31$   (8,108.91)$            

Difference (8,108.91)$            

Loss

Rates per Ordinance from 2018



New City Price Number of Accounts Billed to Customers Total Bill to City Gain

Senior 16.27$              259 4,213.93$                  4,304.58$           (90.65)$  

Residential 26.34$              1173 30,896.82$                31,541.97$        (645.15)$  

Resident ‐ 2 carts 35.24$              99 3,488.76$                  3,562.02$           (73.26)$  

Comm 37.15$              48 1,783.20$                  1,820.64$           (37.44)$  

Residental ‐ 3 44.14$              4 176.56$   180.28$               (3.72)$  

Residential ‐ 4 53.04$              2 106.08$   108.32$               (2.24)$  

Comm ‐ 2 carts 53.95$              17 917.15$   936.36$               (19.21)$  

3 yd dumpster ‐1 118.57$           11 1,304.27$                  1,331.66$           (27.39)$  

3 yd dumpster ‐2 180.51$           11 1,985.61$                  2,027.30$           (41.69)$  

4 yd dumpster ‐ 1 134.39$           21 2,822.19$                  2,881.41$           (59.22)$  

4 yd dumpster ‐ 2 209.51$           9 1,885.59$                  1,925.10$           (39.51)$  

4 yd dumpster ‐ 3 309.64$           4 1,238.56$                  1,264.56$           (26.00)$  

6 yd dumpster ‐ 1 147.58$           7 1,033.06$                  1,054.76$           (21.70)$  

6 yd dumpster ‐ 2 256.93$           13 3,340.09$                  3,410.29$           (70.20)$  

8 yd dumpster ‐ 1 167.34$           10 1,673.40$                  1,708.50$           (35.10)$  

8 yd dumpster ‐ 2 266.17$           4 1,064.68$                  1,087.00$           (22.32)$  

8 yd dumpster ‐ 3 371.57$           12 4,458.84$                  4,552.56$           (93.72)$  

Loose Brush 1

Construction/Demo Debris 1

62,388.79$                63,697.31$        (1,308.52)$  

Difference (1,308.52)$  

Accepted and effective rates for 2022 



Agenda Item No. 

Lease Agreements 

CITY COUNCIL MEMORANDUM 

City Council Meeting: August 4, 2022  

Department:   City Secretary 

Subject:  Lease Agreement(s) – Simple Simon’s and Subway 

BACKGROUND 

Leases on the two restaurant buildings owned by the city at 307 & 309 Henderson, Palacios these 
properties house Subway and Simple Simons Pizza, respectively. The buildings are approximately 1,600 
square feet inside. Each business currently pays $693 monthly, which is about .43 cents per square foot. 
The need to renew these agreements is part of our house cleaning efforts for the city and bringing our files 
up to date. We were unable to locate agreements for these properties in our files; therefore, our intention 
was to renew and re-establish our agreement.   

We reached out to the lessees and on August 2, 2022, we finally received a copy of the agreement that 
was put in place by the prior administration for Subway.  The agreement, as it is written and attached to 
this memo, “grants Tenant (2) additional and consecutive five (5) year options periods which shall renew 
automatically unless Tenant gives notice to Landlord at least (30) days prior to the expiration of the then-
current term of its intention not to renew.  If exercised (which it was) the first option period shall 
commence on July 1, 2020 and expire on June 30, 2025.  (Meaning that the 2nd option automatic renewal 
shall commence on July 1, 2025 and expire on June 30, 2030) The monthly rent for these option periods 
shall increase by 10% per option period.  (Meaning we can only increase in June 2025 and only up to 
$762.30) 

The agreement was established in 1995 and is set as an auto-renewal.  At the time of this writing, staff 
was unable to locate an out-clause for the city in the renewal, legal counsel has the agreement and is 
reviewing it.  We can only assume that the original Simple Simons Agreement, which we do not have a 
copy of either, is the same situation. 

GOALS 

To enter an effective, fair, and legal contract for both parties for no longer than a two-year period with 
increasing rent rates based on market rates.   

FISCAL IMPACT 

Without a renewal until June 2025, our rent revenue is set.  After June 2025, we will visualize an increase 
of 10% maximum if this agreement is found legal and binding.  Unless we can find an out clause, these 
agreements will remain in effect until 2030. 



RECOMMENDATION 

Staff recommends the City Council table definitely both agreements until legal counsel can determine the 
proper steps to exit or amend the current agreement, if possible.  Staff recommends that no future 
agreements with any lessor, contractor, or otherwise be in place for longer than two years to avoid this 
situation in the future. 

If we can amend or change the agreement, the proposed term/rate is as follows: 

We propose to increase the rental rates to .63 cents per square foot. 

Term (months): 24 months 

Commencement Date: September 1, 2022 

Termination Date: August 30, 2024 

Renewal: The term of this lease is two years, beginning September 1, 2022, and 
ending August 30, 2024, unless terminated earlier as herein provided.  

Rent (monthly):  September 1, 2022 – August 30, 2023, = $1,000 per month 

September 1, 2023 – August 30, 2024, = $1,200 per month 

The rates were established using an independent real estate agent as requested by the City Council at our 
July 14, 2022, meeting.  The lease does not extend past the two-year mark, we will reassess and renew 
before the expiration on August 30, 2024.  However, at this time, we cannot make these changes and need 
to table, definitely. 

ATTACHMENT 

Updated Leases 

Original Lease with Subway and signed amendment 
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Lease 

Basic Terms 

Date: August 4, 2022 

Landlord: City of Palacios 

Landlord’s Address: 311 Henderson Ave. 
Palacios, Texas 77465 

Tenant: John W. Baughman, an individual doing business as Simple Simons 

Tenant’s Address: 307 Henderson Ave. 
Palacios, Texas 77465 

Premises 

Approximate Square Footage:  1,631.5 

Street Address/Suite: 309 Henderson 

City, State, Zip: Palacios, Texas 77465 

Legal Description: a 62.75 foot by 26-foot tract out of a portion of Lot B, block 39 of 
the Original Townsite of the City of Palacios in Matagorda County, 
Texas, according to the replat of the North 306 feet of said Block 39 
being Plat No. 364-B of the Plat Records of Matagorda County, 
Texas said 62.75 foot by 26-foot area being shown outlined on the 
map.  

Term (months):  24 months 

Commencement Date:  September 1, 2022 

Termination Date:  August 30, 2024 

Renewal: The term of this lease is two years, beginning September 1, 2022, 
and ending August 30, 2024, unless terminated earlier as herein 
provided. Unless either party notifies the other at least ninety days 
prior to the end of this lease term of its intent not to renew the lease, 
this lease shall automatically be renewed for one additional three-
year term under the terms described below.  

Rent (monthly): September 1, 2022 – August 30, 2023, = $1,000 per month 
September 1, 2023 – August 30, 2024, = $1,200 per month 

.  
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Security Deposit: none 

Permitted Use:  Lessee will use leased premises only for operating a restaurant and/or pizza 
delivery service under the name of "SIMPLE SIMON PIZZA".  

Tenant’s Insurance:  Tenant to provide its own insurance on the content of the lease space, and 
on the leasehold, improvements made by the tenant. The tenant shall also 
obtain liability insurance in the amount of $1,000,000.00, with the Landlord 
as an additional insured. 

Landlord’s Insurance: Landlord will provide insurance coverage for the leased premises and 
improvements, in an amount not less than the fair market value of the 
premises. 

Landlord’s Rebuilding Obligations: If the Premises are damaged by fire or other elements, 
Landlord will be responsible for repairing or rebuilding the building located on the 
premises, as provided in Section E.5.a. 

Definitions 

"Building Operating Hours" means 24 hours a day, seven days a week.

"Essential Services" means the following services: (a) air-conditioning and heating to the Premises 
reasonable for the Permitted Use (exclusive of air-conditioning or heating for electronic 
data-processing or other specialized equipment) during Building Operating Hours and at 
such other times at such additional cost as Landlord and Tenant may agree. 

"Injury" means (a) harm to or impairment or loss of property or its use, (b) harm to or death of a 
person, or (c) "personal and advertising injury" as defined in the form of liability insurance 
Tenant is required to maintain. 

"Landlord" means Landlord and its agents, employees, invitees, licensees, or visitors. 

"Lienholder" means the holder of a deed of trust covering the Premises. 

"Parking Facility" means the facility or area described in the attached parking facility rider. 

"Rent" means Base Rent plus any other amounts of money payable by Tenant to Landlord. 

"Tenant" means Tenant and its agents, contractors, employees, invitees, licensees, or visitors. 

Clauses and Covenants 
A. Tenant agrees to—
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1. Lease the Premises for the entire Term beginning on the Commencement Date and
ending on the Termination Date. 

2. Accept the premises in its current condition “AS IS.”

3. Obey (a) all applicable laws relating to the use, condition, and occupancy of the
Premises and Building; (b) any requirements imposed by utility companies serving or insurance 
companies covering the Premises or Building; and (c) any rules and regulations for the Building 
and Common Areas adopted by Landlord. 

4. Pay monthly, in advance, on the first day of the month, the Rent to Landlord at
Landlord's Address. The parties agree that payment shall be made on the first day of each month. 

5. Pay a late charge of 5 percent of any Rent not received by Landlord by the tenth
day after it is due. 

6. Allow Landlord to enter the Premises to perform Landlord's obligations, inspect the
Premises, and show the Premises to prospective purchasers or tenants, but only between the hours 
of 8:00 a.m. and 5:00 p.m. Monday through Friday, except holidays. 

7. Repair, replace, and maintain any part of the Premises that Landlord is not obligated
to repair, replace, or maintain, normal wear excepted. Tenant shall be responsible for exterior 
doors, glass, windows and the air conditioning and heating system. 

8. Submit in writing to Landlord any request for repairs, replacement, and
maintenance that are the obligations of Landlord, other than emergency repairs that must be made 
immediately in order to maintain the operation of the city or to provide essential municipal 
services. In the event of emergency repairs, Tenant shall first attempt to contact Landlord at the 
phone number Landlord provides for emergency contact in order to allow the Landlord to provide 
the emergency repairs. 

9. Pay for all utilities.

10. Vacate the Premises and return all keys to the Premises on the last day of the Term.

B. Tenant agrees not to—

1. Use the premises for any purpose that is not the Permitted Use.

2. Create a nuisance.

3. Interfere with Landlord’s management of the building.

4. Permit any waste.



4 | P a g e

5. Use Premises in any way that would increase insurance premiums or void insurance
on the building. 

6. Alter Premises without prior approval of the landlord.

7. Allow a lien to be placed on the Premises.

8. Assign this lease or sublease any portion of the Premises without Landlord’s written
consent. 

C. Landlord agrees to—

1. Lease to Tenant the Premises for the entire Term beginning on the Commencement
Date and ending on the Termination Date. 

2. Obey all applicable laws with respect to the Landlord's operation of the Building
and Common Areas. 

3. Provide the Essential Services.

4. Repair, replace, and maintain the (a) roof, (b) foundation, (c) Common Areas,
and (d) exterior walls, subject to the provisions of Paragraph A.9. 

5. Reimburse Tenant for expenses Tenant incurs in making emergency repairs to the
items for which Landlord is responsible, such reimbursement to be based upon receipts provided 
by Tenant. 

6. Permit Tenant, upon termination or end of this lease for any reason, to remove the
telephone system and security system. The tenant will repair all damage caused by the removal 
of these items and will return the lease premises at the end of the lease term in substantially the 
same condition as it was at the beginning of the lease, ordinary wear and tear excepted. 

D. Landlord agrees not to—

1. Interfere with Tenant's possession of the Premises if Tenant is not in default.

2. Unreasonably withhold consent to a proposed assignment or sublease, however, the
landlord reserves the right to review the creditworthiness of the sublessee and the right to object 
to the type of business of the sublessee. 

E. Landlord and Tenant agree to the following—

1. Alterations. Any physical additions or improvements to the Premises made by the
Tenant will become the property of Landlord. If the Tenant shall terminate or not renew the lease 
so that it vacates the premises prior to the agreed termination date, the Tenant shall remodel the 
interior of the premises to a floor plan substantially similar to that of the premises prior to the 
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remodeling performed for this lease. Tenant will not make any other alterations without Landlord's 
written consent. 

2. Abatement. Tenant's covenant to pay Rent and Landlord's covenants are
independent. Except as otherwise provided, Tenant will not be entitled to abate Rent for any 
reason. 

3. Insurance. Tenant and Landlord will maintain the respective insurance coverages
described above. 

4. Release of Claims/Subrogation. LANDLORD AND TENANT RELEASE EACH OTHER
FROM ALL CLAIMS OR LIABILITIES FOR DAMAGE TO THE PREMISES OR BUILDING, DAMAGE TO OR 
LOSS OF PERSONAL PROPERTY WITHIN THE BUILDING, AND LOSS OF BUSINESS OR REVENUES 
THAT ARE COVERED BY THE RELEASING PARTY'S PROPERTY INSURANCE OR THAT WOULD HAVE 
BEEN COVERED BY THE REQUIRED INSURANCE IF THE PARTY FAILS TO MAINTAIN THE PROPERTY 
COVERAGES REQUIRED BY THIS LEASE. THE PARTY INCURRING THE DAMAGE OR LOSS WILL BE 
RESPONSIBLE FOR ANY DEDUCTIBLE OR SELF-INSURED RETENTION UNDER ITS PROPERTY 
INSURANCE. LANDLORD AND TENANT WILL NOTIFY THE ISSUING PROPERTY INSURANCE 
COMPANIES OF THE RELEASE SET FORTH IN THIS PARAGRAPH AND WILL HAVE THE PROPERTY 
INSURANCE POLICIES ENDORSED, IF NECESSARY, TO PREVENT INVALIDATION OF COVERAGE. 
THIS RELEASE WILL NOT APPLY IF IT INVALIDATES THE PROPERTY INSURANCE COVERAGE OF THE 
RELEASING PARTY. THE RELEASE IN THIS PARAGRAPH WILL APPLY EYEN IF THE DAMAGE OR 
LOSS IS CAUSED IN WHOLE OR IN PART BY THE ORDINARY NEGLIGENCE OR STRICT 
LIABILITY OF THE RELEASED PARTY BUT WILL NOT APPLY TO THE EXTENT THE DAMAGE OR 
LOSS IS CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF THE RELEASED 
PARTY. 

5. Casualty/Total or Partial Destruction

a. If the Premises are damaged by casualty and can be restored within ninety days,
Landlord will, at its expense, restore the roof, foundation, Common Areas, and
structural soundness of the exterior walls of the Premises to substantially the
same condition that existed before the casualty and Tenant will, at its expense,
replace any of its damaged furniture, fixtures, and personal property, including
the air conditioning and heating system. If Landlord fails to complete the
portion of the restoration for which Landlord is responsible within ninety days
from the date of written notification by Tenant to Landlord of the casualty,
Tenant may terminate this lease by written notice delivered to Landlord before
Landlord completes Landlord’s restoration obligations.

b. If the Premises cannot be restored within ninety days, the Landlord has an
option to restore the Premises. If Landlord chooses not to restore, this lease will
terminate. If Landlord chooses to restore, Landlord will notify the Tenant of the
estimated time to restore, and if longer than ninety (90) days, give Tenant an
option to terminate this lease by notifying the Landlord within ten days. If the
Tenant does not terminate this lease, the lease will continue, and Landlord will
restore the Premises as provided in a. above.
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c. To the extent the Premises are untenantable after the casualty, the Rent will be
adjusted as may be fair and reasonable.

6. Condemnation/Substantial or Partial Taking

a. If the Premises cannot be used for the purposes contemplated by this lease
because of condemnation or purchase in lieu of condemnation, this lease will
terminate.

b. If there is a condemnation or purchase in lieu of condemnation and this lease is
not terminated, Landlord will, at Landlord's expense, restore the Premises, and
the Rent payable during the unexpired portion of the Term will be adjusted as
may be fair and reasonable.

c. Tenant will have no claim to the condemnation award or proceeds in lieu of
condemnation.

7. Default by Landlord/Events. Defaults by Landlord are failing to comply with any
provision of this lease within thirty days after written notice and failing to provide Essential 
Services to Tenant within ten days after written notice. 

8. Default by Landlord/Tenant's Remedies. The tenant’s remedies for Landlord's
default are to sue for damages and, if the Landlord does not provide an Essential Service within 
thirty days after default, terminate this lease. 

9. Default by Tenant/Events. Defaults by Tenant are (a) failing to pay timely Rent, (b)
abandoning or vacating a substantial portion of the Premises, and (c) failing to comply within ten days 
after written notice with any provision of this lease other than the defaults set forth in (a) and (b) above. 

10. Default by Tenant/Landlord's Remedies. Landlord's remedies for Tenant's default
are to (a) enter and take possession of the Premises either with permission of Tenant or with a 
court order obtained after a forcible entry and detainer action, after which Landlord may relet the 
Premises on behalf of Tenant and receive the rent directly by reason of the reletting, and Tenant 
agrees to reimburse Landlord for any expenditures made in order to relet; or (b) terminate this 
lease by written notice and sue for damages. The landlord agrees that it waives its right to enter 
and take possession of the Premises by self-help or to lock out the Tenant or any other person who 
may be occupying the Premises until the default is cured, as the premise will be used by a 
governmental entity providing essential public services. 

11. Default/Waiver/Mitigation. It is not a waiver of default if the non-defaulting party
fails to declare immediately a default or delays in taking any action. Pursuit of any remedies set 
forth in this lease does not preclude the pursuit of other remedies in this lease or provided by 
applicable law. The landlord and Tenant have a duty to mitigate damages. 

12. Holdover. If the Tenant does not vacate the Premises following termination of this
lease, the Tenant will become a tenant at will and must vacate the Premises on receipt of notice 
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from the Landlord. No holding over by Tenant, whether with or without the consent of Landlord, 
will extend the Term unless notice of Tenant's intent to renew has been timely sent. 

13. Alternative Dispute Resolution. The landlord and Tenant agree to mediate in good
faith before filing a suit for damages. 

14. Attorney's Fees. If either party retains an attorney to enforce this lease, the party
prevailing in litigation is entitled to recover reasonable attorney's fees and other fees and court and 
other costs. 

15. Venue. Exclusive venue is in the county in which the Premises are located.

16. Entire Agreement. This lease, together with the attached exhibits and riders, is the
entire agreement of the parties, and there are no oral representations, warranties, agreements, or 
promises pertaining to this lease or to any expressly mentioned exhibits and riders not incorporated 
in writing in this lease. 

17. Amendment of Lease. This lease may be amended only by an instrument in writing
signed by Landlord and Tenant. 

18. Notices. Any notice required or pe1mitted under this lease must be in writing. Any
notice required by this lease will be deemed to be delivered (whether actually received or not) 
when deposited with the United States Postal Service, postage prepaid, certified mail, return 
receipt requested, and addressed to the intended recipient at the address shown in this lease. Notice 
may also be given by regular mail, personal delivery, courier delivery, facsimile transmission, or 
other commercially reasonable means and will be effective when actually received. Any address 
for notice may be changed by written notice delivered as provided herein. 

City of Palacios, Texas 

__________________________________________ 
JIM GARDNER, Mayor 

__________________________________________ 
JOHN W. BAUGHMAN,  
Business Owner (Tenant)  

Attest: 

__________________________________________ 
DAVID HOLUBEC, City Secretary 
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Lease 

Basic Terms 

Date: August 4, 2022 

Landlord: City of Palacios 

Landlord’s Address: 311 Henderson Ave. 
Palacios, Texas 77465 

Tenant: Subway 
Norbert F. Keller, Business Owner 

Tenant’s Address: 307 Henderson Ave. 
Palacios, Texas 77465 

Premises: Approximate Square Footage: 1600 

Street Address/Suite: 309 Henderson 

City, State, Zip: Palacios, Texas 77465 

Legal Description: A 62.75 foot by 26-foot tract out of a portion of Lot B, block 39 of 
the Original Townsite of the City of Palacios in Matagorda County, 
Texas, according to the replat of the North 306 feet of said Block 39 
being Plat No. 364-B of the Plat Records of Matagorda County, 
Texas said 62.75 foot by 26-foot area being shown outlined on the 
map.  

Term (months):  24 months 

Commencement Date:  September 1, 2022 

Termination Date:  August 30, 2024 

Renewal: The term of this lease is two years, beginning September 1, 2022, 
and ending August 30, 2024, unless terminated earlier as herein 
provided. Unless either party notifies the other at least ninety days 
prior to the end of this lease term of its intent not to renew the lease, 
this lease shall automatically be renewed for one additional three-
year terms under the terms described below.  

Rent (monthly): September 1, 2022 – August 30, 2023, = $1,000 per month 
September 1, 2023 – August 30, 2024, = $1,200 per month 

Security Deposit: none 
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Permitted Use: Lessee will use leased premises only for operating a restaurant under 

the name of “SUBWAY” 
 
Tenant’s Insurance:  Tenant to provide its own insurance on the content of the lease 

space, and on the leasehold, improvements made by tenant. Tenant 
shall also obtain liability insurance in the amount of $1,000,000.00, 
with Landlord as an additional insured. 

 
Landlord’s Insurance: Landlord will provide insurance coverage for the leased premises 

and improvements, in an amount not less than the fair market value 
of the premises. 

 
Landlord’s Rebuilding  
Obligations:    If the Premises are damaged by fire or other elements,  

Landlord will be responsible for repairing or rebuilding the building 
located on the premises, as provided in Section E.5.a. 

 
Definitions 

 
"Building Operating Hours" means 24 hours a day, seven days a week. 
 
"Essential Services" means the following services: (a) air-conditioning and heating to the Premises 

reasonable for the Permitted Use (exclusive of air-conditioning or heating for electronic 
data-processing or other specialized equipment) during Building Operating Hours and at 
such other times at such additional cost as Landlord and Tenant may agree. 

 
"Injury" means (a) harm to or impairment or loss of property or its use, (b) harm to or death of a 

person, or (c) "personal and advertising injury" as defined in the form of liability insurance 
Tenant is required to maintain. 

 
"Landlord" means Landlord and its agents, employees, invitees, licensees, or visitors. 
 
"Lien holder" means the holder of a deed of trust covering the Premises. 
 
"Parking Facility" means the facility or area described in the attached parking facility rider. 
 
"Rent" means Base Rent plus any other amounts of money payable by Tenant to Landlord. 
 
"Tenant" means Tenant and its agents, contractors, employees, invitees, licensees, or visitors. 

 
Clauses and Covenants 

A. Tenant agrees to— 
 

1. Lease the Premises for the entire Term beginning on the Commencement Date and 
ending on the Termination Date. 
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2. Accept the premises in its current condition “AS IS.” 
 
3. Obey (a) all applicable laws relating to the use, condition, and occupancy of the 

Premises and Building; (b) any requirements imposed by utility companies serving or insurance 
companies covering the Premises or Building; and (c) any rules and regulations for the Building 
and Common Areas adopted by Landlord. 

 
4. Pay monthly, in advance, on the first day of the month, the Rent to Landlord at 

Landlord's Address. The parties agree that payment shall be made on the first day of each month. 
 
5. Pay a late charge of 5 percent of any Rent not received by Landlord by the tenth 

day after it is due. 
 
6. Allow Landlord to enter the Premises to perform Landlord's obligations, inspect the 

Premises, and show the Premises to prospective purchasers or tenants, but only between the hours 
of 8:00 a.m. and 5:00 p.m. Monday through Friday, except holidays. 

 
7. Repair, replace, and maintain any part of the Premises that Landlord is not obligated 

to repair, replace, or maintain, normal wear excepted. Tenant shall be responsible for exterior 
doors, glass, windows and the air conditioning and heating system. 

 
8. Submit in writing to Landlord any request for repairs, replacement, and 

maintenance that are the obligations of Landlord, other than emergency repairs that must be made 
immediately in order to maintain the operation of the city or to provide essential municipal 
services. In the event of emergency repairs, Tenant shall first attempt to contact Landlord at the 
phone number Landlord provides for emergency contact in order to allow the Landlord to provide 
the emergency repairs. 

 
9. Pay for all utilities. 
 
10. Vacate the Premises and return all keys to the Premises on the last day of the Term. 

 
B. Tenant agrees not to— 

 
1. Use the premises for any purpose that is not the Permitted Use. 
 
2. Create a nuisance. 
 
3. Interfere with Landlord’s management of the building. 
 
4. Permit any waste. 
 
5. Use Premises in any way that would increase insurance premiums or void insurance 

on the Building. 
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6. Alter Premises without prior approval of landlord. 
 
7. Allow a lien to be placed on the Premises. 
 
8. Assign this lease or sublease any portion of the Premises without Landlord’s written 

consent. 
 

C. Landlord agrees to— 
 

1. Lease to Tenant the Premises for the entire Term beginning on the Commencement 
Date and ending on the Termination Date. 

 
2. Obey all applicable laws with respect to Landlord's operation of the Building and 

Common Areas. 
 
3. Provide the Essential Services. 
 
4. Repair, replace, and maintain the (a) roof, (b) foundation, (c) Common Areas, 

and (d) exterior walls, subject to the provisions of Paragraph A.9. 
 
5. Reimburse Tenant for expenses Tenant incurs in making emergency repairs to the 

items for which Landlord is responsible, such reimbursement to be based upon receipts provided 
by Tenant. 

 
6. Permit Tenant, upon termination or end of this lease for any reason, to remove the 

telephone system and security system. Tenant will repair all damage caused by the removal 
of these items and will return the lease premises at the end of the lease term in substantially the 
same condition as it was at the beginning of the lease, ordinary wear and tear excepted. 

 
D. Landlord agrees not to— 

 
1. Interfere with Tenant's possession of the Premises as long as Tenant is not in 

default. 
 
2. Unreasonably withhold consent to a proposed assignment or sublease, however, 

landlord reserves the right to review the creditworthiness of sublessee and the right to object to the 
type of business of sublessee. 

 
E. Landlord and Tenant agree to the following— 

 
1. Alterations. Any physical additions or improvements to the Premises made by 

Tenant will become the property of Landlord. If Tenant shall terminate or not renew the lease so 
that it vacates the premises prior to the agreed termination date, Tenant shall remodel the interior 
of the premises to a floor plan substantially similar to that of the premises prior to the remodeling 
performed for this lease. Tenant will not make any other alterations without Landlord's written 
consent. 
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2. Abatement. Tenant's covenant to pay Rent and Landlord's covenants are 

independent. Except as otherwise provided, Tenant will not be entitled to abate Rent for any 
reason. 

 
3. Insurance. Tenant and Landlord will maintain the respective insurance coverages 

described above. 
 
4. Release of Claims/Subrogation. LANDLORD AND TENANT RELEASE EACH OTHER 

FROM ALL CLAIMS OR LIABILITIES FOR DAMAGE TO THE PREMISES OR BUILDING, DAMAGE TO OR 
LOSS OF PERSONAL PROPERTY WITHIN THE BUILDING, AND LOSS OF BUSINESS OR REVENUES 
THAT ARE COVERED BY THE RELEASING PARTY'S PROPERTY INSURANCE OR THAT WOULD HAVE 
BEEN COVERED BY THE REQUIRED INSURANCE IF THE PARTY FAILS TO MAINTAIN THE PROPERTY 
COVERAGES REQUIRED BY THIS LEASE. THE PARTY INCURRING THE DAMAGE OR LOSS WILL BE 
RESPONSIBLE FOR ANY DEDUCTIBLE OR SELF-INSURED RETENTION UNDER ITS PROPERTY 
INSURANCE. LANDLORD AND TENANT WILL NOTIFY THE ISSUING PROPERTY INSURANCE 
COMPANIES OF THE RELEASE SET FORTH IN THIS PARAGRAPH AND WILL HAVE THE PROPERTY 
INSURANCE POLICIES ENDORSED, IF NECESSARY, TO PREVENT INVALIDATION OF COVERAGE. 
THIS RELEASE WILL NOT APPLY IF IT INVALIDATES THE PROPERTY INSURANCE COVERAGE OF THE 
RELEASING PARTY. THE RELEASE IN THIS PARAGRAPH WILL APPLY EYEN IF THE DAMAGE OR 
LOSS IS CAUSED IN WHOLE OR IN PART BY THE ORDINARY NEGLIGENCE OR STRICT 
LIABILITY OF THE RELEASED PARTY BUT WILL NOT APPLY TO THE EXTENT THE DAMAGE OR 
LOSS IS CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF THE RELEASED 
PARTY. 

 
5. Casualty/Total or Partial Destruction 

 
a. If the Premises are damaged by casualty and can be restored within ninety days, 

Landlord will, at its expense, restore the roof, foundation, Common Areas, and 
structural soundness of the exterior walls of the Premises to substantially the 
same condition that existed before the casualty and Tenant will, at its expense, 
replace any of its damaged furniture, fixtures, and personal property, including 
the air conditioning and heating system. If Landlord fails to complete the 
portion of the restoration for which Landlord is responsible within ninety days 
from the date of written notification by Tenant to Landlord of the casualty, 
Tenant may terminate this lease by written notice delivered to Landlord before 
Landlord completes Landlord’s restoration obligations. 
 

b. If the Premises cannot be restored within ninety days, Landlord has an option 
to restore the Premises. If Landlord chooses not to restore, this lease will 
terminate. If Landlord chooses to restore, Landlord will notify Tenant of the 
estimated time to restore and if longer than ninety (90) days, give Tenant an 
option to terminate this lease by notifying Landlord within ten days. If Tenant 
does not terminate this lease, the lease will continue and Landlord will restore 
the Premises as provided in a. above. 

 
c. To the extent the Premises are untenantable after the casualty, the Rent will be 

adjusted as may be fair and reasonable. 
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6. Condemnation/Substantial or Partial Taking 
 

a. If the Premises cannot be used for the purposes contemplated by this lease 
because of condemnation or purchase in lieu of condemnation, this lease will 
terminate. 
 

b. If there is a condemnation or purchase in lieu of condemnation and this lease is 
not terminated, Landlord will, at Landlord's expense, restore the Premises, and 
the Rent payable during the unexpired portion of the Term will be adjusted as 
may be fair and reasonable. 

 
c. Tenant will have no claim to the condemnation award or proceeds in lieu of 

condemnation. 
 
7. Default by Landlord/Events. Defaults by Landlord are failing to comply with any 

provision of this lease within thirty days after written notice and failing to provide Essential 
Services to Tenant within ten days after written notice. 

 
8. Default by Landlord/Tenant's Remedies. Tenant's remedies for Landlord's default 

are to sue for damages and, if Landlord does not provide an Essential Service within thirty days 
after default, terminate this lease. 

 
9. Default by Tenant/Events. Defaults by Tenant are (a) failing to pay timely Rent, (b) 

abandoning or vacating a substantial portion of the Premises, and (c) failing to comply within ten days 
after written notice with any provision of this lease other than the defaults set forth in (a) and (b) above. 

 
10. Default by Tenant/Landlord's Remedies. Landlord's remedies for Tenant's default 

are to (a) enter and take possession of the Premises either with permission of Tenant or with a 
court order obtained after a forcible entry and detainer action, after which Landlord may relet the 
Premises on behalf of Tenant and receive the rent directly by reason of the reletting, and Tenant 
agrees to reimburse Landlord for any expenditures made in order to relet; or (b) terminate this 
lease by written notice and sue for damages. Landlord agrees that it waives its right to enter and 
take possession of the Premises by self-help, or to lock out Tenant or any other person who may 
be occupying the Premises, until the default is cured, as the premise will be used by a governmental 
entity providing essential public services. 

 
11. Default/Waiver/Mitigation. It is not a waiver of default if the non-defaulting party 

fails to declare immediately a default or delays in taking any action. Pursuit of any remedies set 
forth in this lease does not preclude pursuit of other remedies in this lease or provided by applicable 
law. Landlord and Tenant have a duty to mitigate damages. 

 
12. Holdover. If Tenant does not vacate the Premises following termination of this 

lease, Tenant will become a tenant at will and must vacate the Premises on receipt of notice from 
Landlord. No holding over by Tenant, whether with or without the consent of Landlord, will extend 
the Term unless notice of Tenant's intent to renew has been timely sent. 
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13. Alternative Dispute Resolution. Landlord and Tenant agree to mediate in good faith 
before filing a suit for damages. 

 
14. Attorney's Fees. If either party retains an attorney to enforce this lease, the party 

prevailing in litigation is entitled to recover reasonable attorney's fees and other fees and court and 
other costs. 

 
15. Venue. Exclusive venue is in the county in which the Premises are located. 
 
16. Entire Agreement. This lease, together with the attached exhibits and riders, is the 

entire agreement of the parties, and there are no oral representations, warranties, agreements, or 
promises pertaining to this lease or to any expressly mentioned exhibits and riders not incorporated 
in writing in this lease. 

 
17. Amendment of Lease. This lease may be amended only by an instrument in writing 

signed by Landlord and Tenant. 
 
18. Notices. Any notice required or pe1mitted under this lease must be in writing. Any 

notice required by this lease will be deemed to be delivered (whether actually received or not) 
when deposited with the United States Postal Service, postage prepaid, certified mail, return 
receipt requested, and addressed to the intended recipient at the address shown in this lease. Notice 
may also be given by regular mail, personal delivery, courier delivery, facsimile transmission, or 
other commercially reasonable means and will be effective when actually received. Any address 
for notice may be changed by written notice delivered as provided herein. 

 
City of Palacios, Texas  

 
 
    __________________________________ 
    JIM GARDNER, Mayor 

   
Attest: 
 
_____________________________________ 
DAVID HOLUBEC, City Secretary 

 
 

 
______________________________________ 
Norbert F. Keller, Business Owner (Tenant)   
720 S. Rosemary Drive 
Bryan, Texas 77802 
979-693-3933  

 







































Agenda Item No. 

Branch Construction Group 

CITY COUNCIL MEMORANDUM 

City Council Meeting: August 4, 2022  

Department:   City Manager 

Subject:  Branch Construction Group 

BACKGROUND 

During the development of the proposed budget, I was able to use the audit to create a Historical Income Statement for the 
Fund and an estimate for the upcoming year: 

Account Description 
2019-20 
Actual 

2020-21 
Actual 

2021-22 
Budget 

2021-22 
Estimated 

2022-23 
Budget 

Fund Balance 
EOY 

Balance 13,152,366 12,832,790    12,999,532 13,345,532  13,728,957 

Expenses 1,180,009 1,135,049      1,292,800 1,222,738    1,341,284 

Revenues 1,649,821 1,723,345      1,803,800 1,816,217  1,798,500 

Operating Cash Flow 599,789 711,165  511,000 593,479       457,216 

Less Depreciation/Interest (766,852) (792,334)       (699,131) (699,131)   (669,131) 

Net Income (167,063) (81,169)       (188,131) (105,652)   (211,915) 

Principal Payments 495,895 580,524        165,000 210,054       216,761 

Ending Fund Balance 12,832,790 12,999,532    13,345,532 13,728,957  13,969,412 

If we continue to operate as we have been, based on negative net income, there is no way to make the much-
needed capital improvements to our system and add money to the reserves to ensure the future. 

In reviewing the Master Water and Sewer Plans completed in June 2022 by Urban Engineering, we need to: 

1. Commerce Street Sewer Line and Lift Station – Pumping over capacity and downtown is starting to get
noticed; more development means this need is urgent.

2. Bethany Park Lift Station – Pumping over capacity; need to upgrade two pumps.
3. Sewer Treatment Plant – planning is not required until we reach 75% capacity, which is approximately

6,000 population (100 gallons per person per day x population). We may need to visit this sooner than
later.



4. Water Distribution System – lines from 2”-12” and rated in fair condition.
5. Water Distribution System – Dead-end mains create water quality problems and require the flushing of

valves on all dead-end mains less than 2”.
6. Fire Hydrants – City has several fire hydrants on 4-inch mains that do not provide firefighting capacity,

plus all fire hydrants need servicing and painting.

None of these items can occur without funding, including painting of tanks, a third water well for redundancy, 
and water meter replacements to AMR/AMI meter reading for better accuracy.  Large low-interest loans are 
available, but with our profit/loss statement, it may be impossible to achieve approval. 

After research, I planned to work with Municipal Ops, but they recommended we use Branch Construction 
instead since they currently work for the City of Bay City for the same reasons.  Branch Construction Group is 
proposing to begin a project to get our metering, leaks, and other water loss situations under control.  They 
come highly recommended by all references provided (see attached), and they are willing to go in and help us 
get our system under control regarding water loss, which is the first step.  Internally, my team is working on the 
second step, analyzing our rate structure, ordinances, fees, and material sales. 

The city will be best served by first allowing Branch Construction to work with the city on this interim basis to 
identify and fix the water loss issue. If we begin here, we can: 

1. Get our arms around the distribution system and hopefully help reduce water loss and improve the City’s
margin on water service.

2. It would allow Branch Construction to establish a working relationship with the City staff, Council
Members, and others in a very non-invasive way.

3. Branch Construction recommended our interim Public Works Director, who works with Branch
Construction; combining these forces will lay the groundwork for a solution.

GOALS 

Correct the Utility Billing and Utility Fund to remain a self-sufficient Major Enterprise Fund and allow for the 
necessary improvements and maintenance to our system. 

FISCAL IMPACT 

The maximum daily charge is estimated at $1,245 – see attached rate sheet.  Branch Construction will be at the 
Council Meeting to answer specific questions on the timeline and total expense. 

RECOMMENDATION 

No action is requested.  Staff recommends the City Council consider entering into an agreement with Branch 
Construction Group and begin identifying water and revenue loss.  The agreement will be forthcoming for 
review and approval if the Council desires to take this route. 

ATTACHMENT 

Branch Construction Crew Rates 

Branch Construction Crew Intro 

Graph from Budget Presentation – 10-Year Water Revenues vs. General Fund Revenues and Debt 

Agreement in process by Branch Construction 



Tax and Utility Revenue vs. Debt

Palacios
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      Branch Construction Group LLC
            City of Palacios Rates

Labor
Project Manager Regular Pay Hourly rate $99
Project Manager Overtime Pay Hourly rate $149
Project Manager Holiday Pay Hourly rate $198
Supervisor Regular Pay Hourly rate $99
Supervisor Overtme Pay Hourly rate $149
Supervisor Holiday Pay Hourly rate $198
Foreman Regular Pay Hourly rate $68
Foreman Overtime Pay Hourly rate $102
Foreman Holiday Pay Hourly rate $136
Pipelayer Regular Pay Hourly rate $68
Pipelayer Overtime Pay Hourly rate $102
Pipelayer Holiday Pay Hourly rate $136
Finisher Regular Pay Hourly rate $68
Finisher Overtime Pay Hourly rate $102
Finisher Holiday Pay Hourly rate $136
Laborer Regular Pay Hourly rate $56
Laborer Overtime Pay Hourly rate $84
Laborer Holiday Pay Hourly rate $111

Total Daily Labor Rate for All Field (4 man team) and Support Personnel - 10 hour Work Day - $3,498

Equipment
Excavator Daily rate $229
Truck & Tools Daily rate $198
20' Industrial Trailer Daily rate $136
Air Compressor & Hoses Daily rate $124
Fuel Daily rate $248
Concrete Saw Daily rate $93
Piercing Tool Daily rate $93
Generator Daily rate $62
Water Pump Daily rate $62
Tapping machine, compressors, generators, specialized tools
Highly specialized tools rental rate of cost +20%

Total Daily Equipment Rate less any necssary specialized tools - $1,245 

Material
Material Rate - Cost +20%



Ms. Cynthia Raleigh, 

Thank you for the opportunity to serve the City of Palacios. Please find information as requested for Branch 
Construction Group and our ability to provide for your service and product needs.  

SAFETY 

Our highest priority at BCG is the safety of our employees, clients, and other contractors. We are committed 
to safety excellence and strive daily for zero injuries and incidents. We are committed to conducting our 
business in a manner that protects the environment and the health and safety of our employees and the 
public. We will set an example of leadership in the field of health, safety and environment. 

QUALITY 

Our goal is to achieve sustained growth by providing our customers with products and services that meet or 
exceed established requirements and meet client expectations. We strive to be "best in class”. BCG views each 
service opportunity as a chance to continue building our customer’s trust and confidence and delivering the 
best overall value and leadership in the marketplace. We recognize that the best way to achieve this  is 
through innovation and best-in-class personnel, training, equipment, technology, and technical support. 

COMMUNICATION 

We believe in the importance of communication and the further development of our relationship with our 
customers. Bottom line, we will be there for you whether it be a repair, project, or emergency situation. You 
have our commitment to being the best and most dependable service provider you have. We look forward to 
a solid and growing relationship with you as we provide solutions to you. Please let us know how we can help. 

Respectfully, 

John Ashworth – Chief of Commercial Operations – jashworth@branchconstructiongroup.com 

J.W. Gordin – Chief of Field Operations - jwgordin@branchconstructiongroup.com 

Mitch Sutterfield – Account Manager – msutterfield@branchconstructiongroup.com  

Branch Construction Group LLC 

1621 FM 517 Road E.,Ste D 

Dickinson, Texas 77539 

Office - 281.678.8248 

branchconstructiongroup.com 



Summary of Services and Products 

Water Services 

• Domestic Waterline Construction & Rehab

• Hot Tapping

• Line Isolation

• Valve Insertion

• Underground Fireline Services

o Double Checkback Flow Prevention

o Fire Hydrants

o Valves

Sewer Services 

• Sewer Line Construction & Rehab

• Hot Tapping

• Line Isolation

• Valve Insertion

• Storm Sewers

o Catch Basin Installation

o Outfall Basin Installation

• Point Repair & Pipe Bursting

• Manhole Installation

• Lift Station Installation



Boring 

• Conventional Method

• Directional Method

• Dry Bore Capabilities

Turnkey Full Restoration Capabilities 

• Excavation & Trenching

• Concrete & Paving

• Demolition & Clearing

• Full Suite of Restoration Services



The Branch Construction Group Difference 

ü Best in class Personnel

o Competent Person Program

o Comprehensive Safety Training

o Safety – People Always Matter Most

ü Turnkey Service Offering Start to Finish

o Identification

o Excavation

o Installation

o Restoration

ü Full Restoration Services

o Concrete

o Asphalt

o Grass & Landscape

o Fencing



Core Values (Our Behaviors developed and lived out by all of us)

ü Safety – People Always Matter Most

ü Respect – For our Customers & Employees

ü Quality – Value Based & Always Improving

o Fast and Simple

o Cut Waste

o Invest in Infrastructure

ü Integrity – Nothing Stands in the Way of Doing the Right Thing

ü Thankful – Always Grateful, Especially with our Customers



Branch Construction 

References 

City of Bay City, Texas 

Mr. Barry Calhoun – Public Works Director 

 Phone number – 979-245-7236 

 E mail – bcalhoun@cityofbaycity.org 

Mr. Louis Rodriguez – Asst. Public Works Director 

 Phone number – 979-943-2148 

 E mail – lrodriguez@cityofbaycity.org 

Mr. Ozzie Martinez – Water Superintendent 

 Phone number – 979-429-0016 

 E mail – omartinez@cityofbaycity.org 

City of Hitchcock 

Mr. Leroy Thomas – Public Works Director 

 Phone number – 409-986-5591 

 E mail – lthomas@cityofhitchcock.org 

Mr. Ivan Robidoux – Water Superintendent 

 Phone number - 409-739-0327 

 E mail – irobidoux@cityofhitchcock.org 

Ms. Susana Medellin – Finance Director 

 Phone number – 409-986-5591 

 E mail – smedellin@cityofhitchcok.org 

mailto:bcalhoun@cityofbaycity.org
mailto:lrodriguez@cityofbaycity.org
mailto:omartinez@cityofbaycity.org
mailto:lthomas@cityofhitchcock.org
mailto:irobidoux@cityofhitchcock.org
mailto:smedellin@cityofhitchcok.org


City of Wharton, Texas 

Anthony Arcidiacono - Public Works Director 

 Phone number – 979-532-4811 Ext. 80 

 E mail – aarcidiacono@cityofwharton.com 

 Ms. Amy Horelica – Assistant Public Works Director 

 Phone number – 979 - 532-4811 Ext. 801 

 E mail – ahorelica@cityofwharton.com 

mailto:aarcidiacono@cityofwharton.com
mailto:ahorelica@cityofwharton.com

	1 CONSENT AGENDA ITEM 4b July 28, 2022 - MINUTES -  Council Meeting
	2 REPORTS & DISCUSSION ITEM 5 MEMORANDUM- Measurable Goals
	3 REPORTS & DISCUSSION ITEM 5A Measurable Goals Worksheet
	ACTION ITEM 1 MEMORANDUM - Waste Connections
	ACTION ITEM 1A  2022-0-09 Garbage Collection Rates
	ACTION ITEM 1B 2022 Waste Connections Updated and Accepted Rates
	ACTION ITEM 2  MEMORANDUM-Simple Simon's and Subway Lease Agreements
	ACTION ITEM 2 Simple Simon Lease 2022
	ACTION ITEM 3A 307 Henderson 4th Amendment
	ACTION ITEM 3B 307 Henderson Lease
	ACTION ITEM 3Subway Lease 2022
	ACTION ITEM 4 MEMORANDUM- Branch Construction Group
	ACTION ITEM 4D Utility Revenue vs. Tax Revenue and Debt
	ACTION ITEM 4A Branch Construction City of Palacios Crew Rates
	ACTION ITEM 4B Branch Construction Group City of Palacios Crew Intro
	ACTION ITEM 4C Branch Construction References

