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UTILITIES INSTALLMENT PURCHASE AGREEMENT

THIS UTILITIES INSTALLMENT PURCHASE AGREEMENT (this “Agreement”) by
and between the Lower Colorado River Authority, a conservation and reclamation district and
political subdivision of the State of Texas (“LCRA”) and the West Travis County Public Utility
Agency (“Buyer” or “Obligor”) is made and entered into effective the 17 day of January,
2012 (the “Effective Date™). ]

RECITALS

A. LCRA owns the West Travis County water and wastewater utilities located within Travis
and Hays counties and served by water and wastewater treatment facilities located within
the vicinity of the City of Bee Cave, Texas (the “Utllitles”). .

B. LCRA acquired portions of-the Utilities from local governmental entities and private
entities in an effort to provide regionalized water and wastewater service at a reasonable
cost to the communities served by the Utilities that would be of benefit to the region.

C. The LCRA Board has determined that the Utilities are no longer necessary, convenient,
or of beneficial use to the business of LCRA and initiated a bidding process to seek out
buyers of the Utilities who could meet the criteria of: providing reliable, quality utility
services; having the ability to invest capital for needed infrastructure; having a
commitment to meeting state regulatory requirements; and having a willingness to
compensate LCRA for its investment.

D. Buyer has met these criteria, LCRA hereby agrees to sell the Assets to Buyer, and Buyer
agrees to purchase the Assets from LCRA, under the terms and conditions more
particularly provided in this Agreement.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants hereinafter set forth and
other good and valuable consideration, the parties hereto agree as follows:

The Parties agree that recitals above, including defined terms, are incorporated herein by
reference for all purposes. Definitions for additional defined terms appear in Section 11.13 of
this Agreement.

Article I,
PURCHASE AND SALE OF THE ASSETS

Section 1.1 Sale of Assets by LCRA. Subject and pursuant to the terms and
conditions set forth in this Agreement, on the Closing Dates, LCRA shall transfer and convey to
Buyer, and Buyer shall purchase and receive from LCRA, with the limited representations and
warranties provided in this Agreement, all of LCRA’s right, title and interest in, to and under all
of the assets, properties and rights of every kind and nature, whether real, personal or mixed,

1714651.1
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tangible or intangible (including goodwill), wherever located and whether now existing or
hereafter acquired (other than the Excluded Assets), which comprise, or are used or held for use
in connection with, the Utilities (collectively, the “Assets” or “System Assets”). The Assets
will be transferred AS-IS with no warranties, representations or guarantees, other than third-party
warranties related to the Assets to the extent same are assignable; and provided, however, the
conveyance of Property on which Material Facilities are located shall be by special warranty
conveyance instrument. LCRA will use commercially reasonable efforts to identify by the
Operations Transfer Date in writing to Buyer all third party warantics related to the Facilities
that are assignable to the Buyer as a part of the Intangible Assets below.

Section 1.2 Description of Assets. The Assets include, without limitation, the
Facilities, Intangible Assets, and Property as follows:

A. Facilities.

(i) all of the water and wastewater utility facilities owned by LCRA, together with all
improvements, structures, electrical equipment, and other equipment and langible
assets listed on Schedule 1.-A of Exhibit A attached hereto and incorporated
herein for all purposes (hereinafter, the “Fixtures*); and

(i)  any other tangible assets of LCRA (such as associated laboratory equipment,
office furniture, vehicles and other equipment) that are necessary for Buyer's
ownership and operation of the Assets listed on Schedule 1-B of Exhibit A
(hereinafter, “Personaliy”) (collectively, with (i) above, the “Facilities”).

A complete inventory of the Facilitics that are owned by LCRA and necessary for the
operation of the Utilities shall be taken prior to the expiration of the Review Period by
Buyer and LCRA. The inventory will be used to update Schedules I-A and 1-B of
Exhibit A prior to the Operations Transfer Date, The updated Schedules 1-A and 1-B of
Exhibit A may delete any items no-longer owned by LCRA as a result of normal
operation and maintenarice of the Assets and 10 add items purchased by LCRA as a result
of normal operation and mainténance of the Assets. All items shown on Schedule 1-B of
Exhibit A, i.e. the Personalty, shall constitute the Facilities to be transferred to Buyer for
operations on the Operations Transfer Date and all items shown on Schedule 1-A of
Exhibit A, i.e. the Fixtures, shall constitute the Facilities to be transferred to Buyer on
the Closing Dates pursuant to the terms of this Agreement. After the Operations Transfer
Date, Buyer shall provide LCRA with an updated Schedule 1 of Exhibit A (reflecting the
updated inventories) no later than thirty (30) business days prior to each Closing.

B. Intangible Assets. All contracts, leases, option rights, permits, certificates, licenses,
reimbursement tights, service agreements, warranties from vendors or manufacturers or
other third parties, regulatory correspondence, as-built plans and specifications,
enginecring reports, design plans, impact fee studies, files, records, information, data,
Operational Reserve Funds, Impact Fee Funds, Developer Deposits, and other intangible
assets of LCRA in draft or final form that are necessary for the on-going operation and
ownership of the Facilities, including but not limited to those more particularly described

1714661.1
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on Schedule 2 of Exhibit A attached hereto and incorporated herein for all purposes
(collectively referred to hercin as the “Intangible Assets™).

I. Any files, records, information or data that arc privileged under the attorney-client
privilege or privileged under other law may be excluded from the Intangible Assets.
LCRA, and Buyer shall cooperate 1o transfer originals of such documents if permitted
under applicable law, or to transfer copies if originals are to be retained by LCRA.

2. LCRA shall maintain current levels in the Impact Fee Funds and Operational Reserve
Funds (currently estimated to total $6,500,000) except that LCRA may expend such
funds to pay for: a) Planned Improvements; b) Required Improvements; and c)
Emergency Improvements. Contingent on Obligor’s timely assumption of operation
of the Assets in accordance with this Agreemenl, remaining Operational Reserve
Funds and Impact Fee Funds shall be transferred to Obligor in cash on the Operations
Transfer Date. Obligor agrees and covenants to use Impact Fee Funds received from
LCRA, if any, only for purposes as allowed by state law. LCRA shall provide Buyer
with a written accounting of its expenditures, if any, from the Operational Reserve
Funds and Impact Fee Funds no later than 10 business days prior to the Operations
Transfer Date. Impact Fee Funds shall be expended only on those projects identified
in the Impact Fee Swudies. Operational Reserve Funds shall only be used for
operations and maintenance expenses that qualify as Planned Improvements,
Required Improvements or Emergency Improvements. Capital expenses qualifying
as Planned Improvements, Required Improvements or Emergency Improvements
shall be included in the Operating Cash Deficiency and addressed as provided in
Sections 1.4, 6.2, and Definitions to this Agreement.

C. Property. All land and interests therein, including without limitation, contract rights,
easements, licenses and rights-of-way owned by LCRA for the installation, operation, use
and maintenance of, or otherwise necessary for use of the Facilities for their intended
purposes, all of which land and interests therein are more particularly described on
Schedule 3 of Exhibit A attached hereto and incorporated herein by reference for all
purposes, together with all and singular the rights, privileges, and appurtenances, if any,
pertaining to said land and interests therein, including any right, title, and interest of
LCRA in and to adjacent streets, alleys, or rights-of-way, and together with any
improvements, fixtures, and personal property of LCRA situated on and attached to said
land and interests therein to the extent same constitute part of the Facilities (such assets
collectively referred to herein as the “Property”).

The Facilities, Intangible Assets, and Property are collectively referred to herein as the
“Agsets” or the “System Assets.”

Section 1.3 Excluded Assets. Notwithstanding anything herein to the contrary, the
Assets shall not include the items listed in Exhibit B attached hereto (“Excluded Assets”). The
Excluded Assets may include interests to be retained by LCRA in certain of the Assets to be
conveyed to Buyer, in which event the parties will identify any such interests to be retained by
LCRA and draft appropriate conveyance instruments for the Assets which recognize, and retain
for LCRA, any interests in said Assets to be retained by LCRA for its other corporate purposes

1714661.1
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while still conveying ownership interests in the Assels to Buyer as vecessary for Buyer's
ownership, use and operation of the Facilities.

B.

DD

Section 1.4  Purchase Price,

The purchase price (“Purchase Price”) will be (i) the full amount necessary to pay
and/or defease all of LCRA’s current outstanding debt attributable to the Assets,
including amounts carried in LCRA’s short-term debt programs, in amounts as shown on
Schedule A and totalling approximately $137,909,441 as of December 31, 2011; (ii) the
full amount necessary to pay LCRA short-term debt incurred for capital costs based on
Planned Improvements, Required Improvements and Emergency Improvements; and, (iii)
the full amount necessary to pay LCRA short-term debt issued by LCRA to cover the
Operating Cash Deficiency (collectively, the “LCRA Debt Obligations™). Schedule A
shall be updated, as described in Section 1.4.D(1)(a) below to show all LCRA Debt
Service Obligations as of the Operations Transfer Date.

The LCRA may pay for the Operating Cash Deficiency it incurs from the Effective Date
until the Operations Transfer Date with the issuance of new LCRA short-term debt in an
amount not to exceed $6,000,000.00. The Operating Cash Deficiency shall include the
amounts required to pay LCRA's May 15, 2012 debt service payment. The Operating
Cash Deficiency shall not include any expenses incurred by LCRA in replenishing its
Operating Reserve Fund unless the period of time between the Effective Date and the
Operations Transfer Date exceeds three (3) months. The Parties agree that this “not to
exceed” amount is based on LCRA’s estimate of the possible Operatirig Cash Deficiency
it could accumulate from January 17, 2012 until November 1, 2012 (the Jast possible date
for the Operations Transfer Date under this Agreement). The Parties acknowledge that
the Operating Cash Deficiency may be significantly less than this amount if the
Operations Transfer Date is March 19, 2012, LCRA shall provide Buyer a written
accounting for costs and expenses included in the Operating Cash Deficiency not less
than twenty (20) calendar days following the Operations Transfer Date.

The parties agree to use their respective best efforts o achieve the Operations Transfer
Date on March 19, 2012, In the event Buyer does not successfuily complete assumplion
of operations und rate-making authority by March 19, 2012, the Operations Transfer Date
will refer to the actual date that Buyer assumes operations and rate-making authority.
The Operations Transfer Date will not extend beyond November 1, 2012, in which event
this Agreement shall terminate in accordance with Section 9.3 below.

The Purchase Price will be paid in the form of installment payments at times specified in
this Agreement (“Installment Payments*).

(1) Obligor’s Installment Payments will be made from November 1, 2012, (or July 2,
2012 if the provisions of Section 1.4.D(2)(2) have been satisfied) through May 1,
2019, and will be made up of two types: (i) Equity Payments (as defined in Section
1.4.D(2)below); and (ii) Debt Service Payments (as defined in Section 1.4D(3)
below) to be calculated and prepared based on Schedules A and B.

1714661.1
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(a)_Schedule A shall reflect outstanding principal, call dates, and debt service
information for LCRA Debt Obligations and shall be updated no later than forty-
five (45) days after the Operations Transfer Date (“Schedule A Update”) in a
form and manner agreed to by the Parties as of the 2012 Equity Payment to
include all then-current LCRA Debt Obfigations as provided in this Agreement.

(b) Schedule B shall reflect how Installment Payments made by Obligor shall be
applied to LCRA Debt Obligations, and define the remaining LCRA Debt
Obligations after the first Equity Payment. Schedule B shall be prepared by an
independent CPA firm, initially Grant Thornton LLP, subject to selection of an
alternative firm upon mutual agreement of the Parties. The CPA firm’s expenses
will be berne by the Obligor,

(¢} Schedule B shall be prepared based upon the following methodology:
following required adjustments to Schedule A after application of all cash
received by the LCRA from the 2012 Equity Payment to pay LCRA Debt
Obligations callable at the time of the payment, Schedule B shall be adjusted
to reflect all remaining LCRA Debt Obligations (the “Initial Schedule B”?). To
the extent funds from the 2012 Equity Payment remain after defeasance of the
LCRA Debt Obligations due on November 15, 2012, through May 15, 2014, as
reflected on Schedule A, the LCRA will apply the remaining funds to retire either
taxable or tax exempt shott-term debt,

(d) The revised, supplemental Schedule B to be delivered after the second Equity
Payment (“Schedule B Supplement) shall represent the remaining LCRA Debt
Obligations following required adjustments to Initial Schedule B after payment
of all cash received by the LCRA from the second Equity Payment toward all
then-callable LCRA Debt Obligations (including long term debt and outstanding
short-term debt of LCRA). To the extent funds from the second Equity Payment
remain after such redemption/defeasance of all then-callable LCRA Debt
Obligations, LCRA will use the funds to defease remaining non-callable LCRA
Debt Obligations.

() The Schedule B Supplement to be delivered after any subsequent Installment
Payment shall represent the remaining LCRA Debt Obligations following
required adjustments to the last prepared and accepted Schedule B after payment
of all cash received by the LCRA from the most recently received Installment
Payment, first, toward all then-callable LCRA Debt Obligations and, second, to
defease remaining non-catlable LCRA Debt Obligations.

(f) Debt Service Payments and Equity Payments may be combined into a single
Installment Payment by Obligor to LCRA also as shown on Schedule B.

(g) If either party disputes or objects to the items updated in the Schedule A
Update, the Initial Schedule B, or a Schedule B Supplement prepared for the
purposes of this Agreement because such Party believes the disputed Schedule is

4661.1
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not in compliance with the terms and conditions of this Agreement, the parties
shall mutually identify a third-party CPA firm to prepare a revised Schedule, and
the cost of the preparation of such revised schedule shall be borne by the Party
requesting such revised Schedule, Unless a party objects in writing to the revised
Schedule within 14 days of receipt of the revised Schedule, the revised Schedule
shall be deemed approved. In the event of dispute between the parties, the revised
Schedule shall be referred to binding arbitration pursuant to the provisions of
Article IX and Exhibit H unless the parties agree otherwise.

(2) Obligor’s Equity Payments will be calculated based on the amounts needed by LCRA
to pay off its long-term LCRA Debt Obligations as such debt becomes callable, as
shown on Schedule A and the Schedule A Update.

(a) Obligor agrees to use its best efforts to finance a first Equity Payment (o the
LCRA in an amount not less than $23,588,485 o be made on July 2, 2012,
contingent upon the Obligor’s ability to obtain a rating of “Baa” or higher from
Moody’s Investors Service, Inc. (“Moody’s”) or “BBB” or higher from Standard
& Poor’s Rating Services (“S&P"). This payment would be available to be
applied to any LCRA Debt Obligations occurring after July 2, 2012. Obligor
agrees to make a first Equity Payment to the LCRA of not less than $23,588,485
to be made on November 1, 2012, in the event that the Obligor cannot obtain an
investment grade rating in time for a July 2, 2012, payment (as described above).

(b) Obligor further agrees 1o use its best efforts to finance a second Equity Payment
to the LCRA in an amount not less than the amount of then-outstanding and
currently-caliable LCRA Debt Obligations to be made on May 1, 2013,
contingent upon the Obligor’s ability to obtain a rating of “A2” or higher from
Moody’s and “A” or higher from S&P. This payment will be available to be
applied to any LCRA Debt Obligations as shown Schedule B remaining after the
receipt of the first payment made by the Obligor to the LCRA. Obligor agrees to
make a second Equity Payment to the LCRA of not less than $93,245,068 on May
1, 2014, in the event the Obligor cannot obtain the ratings for the May 1, 2013,
Equity Payment specificd above. .

(c) Obligor thereafter will make semi-annual Debt Service Payments starting with the
November 1, 2014, due date and Equity Payments as shown on Schedule B on
May 1, 2015, and May 1, 2019 (as additional LCRA Debt Obligations become
callable on or prior to May 15, 20135, and May 13, 2019). This Agreement may
refer to Equity Payments by the year for which they are scheduled (e.g., “2015
Equity Payment”).

(d) Debt Service Reserves as of the Operations Transfer Date (currently estimated in
the amount of $3.3 Million) and Coverage from Obligor’s Debt Service Payments
will be used to pay callable LCRA Debt Obligations to reduce Obligor’s Equity
Payments. The balance of the Debt Service Reserves after use to pay callable

17146611
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LCRA Debt Obligations will be reflected in Schedule A and Schedule B as
prepared and revised for the purposes of this Agreement.

(3) Obligor’s Debt Service Payments (“Debt Service Payments”) shali be made as
shown on Initial Schedule B or any Schedule B Supplement, as may be updated as
provided for herein (and such updates to be approved by LCRA and Obligor) and
shall be equal to LCRA's annual debt service on outstanding principal and interest
payments on LCRA’s Debt Obligations including applicable Coverage.

(2) Coverage (“Coverage”) on Debt Service Payments will be calculated based on:
i. actua} fixed rate annual debt service (principal and interest payments) on the

portion of the LCRA Debt Obligations consisting of long term tax exempt
bonds as shown on Schedule B;

ii. interest payments on the portion of the LCRA Debt Obligations consisting of
outstanding tax-cxempt and taxable short-term debt as shown on Schedule A
and additional short-term debt issued by LCRA for the purposes of the
Operating Cash Deficiency to be updated on Schedule A as of Operations
Transfer Date; provided, however Obligor agrees that LCRA may use Coverage
amounts from Obligor’s Debt Service Payments to prepay the portion of the
LCRA Debt Obligations consisting of the outstanding principal and interest
balances on LCRA’s outstanding shori-term debt at LCRA’s discretion;

iii. Obligor's Debt Service Payments shall include a coverage amount of twenty-
five percent (25%) as applied to the amounts in subsections “i.” and “ii.” above
and credited to Obligor’s future Debt Service and Equity Payments as stated in
this Agreement; and,

iv. Debt Service Payments will be reduced to account for the application of
Coverage to prepay LCRA Debt Obligations and as Equity Payments are made
and LCRA retires the LCRA Debt Obligations,

v. Coverage shall not apply to any portions of any Installment Payments that
prepay the Debt Service Payments prior to their applicable Debt Service
Payment due date.

{b) Debt Service Payments shall be made semi-annually no later than May 1 and
November 1 of each year beginning November I, 2012, but only to the extent
such payments have not been satisfied by Equity Payments received by LCRA on
or before such date. Obligor’s first Debt Service Payment shall be made no later
than November [, 2012, LCRA shall be responsible for paying the portion of the
LCRA Debt Obligations consisting of the principal and interest on the long term
debt due on May 15, 2012, and the amount of such payment shall be included in
the Operating Cash Deficiency 10 be repaid by Obligor as described in Section
1.4.B above.

17148611
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(c) Coverage paid by Obligor will be credited against the final Equity Payment due
on May 15, 2019, unless previously used to pay LCRA Debt Obligations
Notwithstanding anything herein to the contrary, in lieu of prepaying or defeasing
the LCRA Debt Obligations with the Debt Service Payments or Equity Payments,
LCRA shall have the right to use all funds paid by Obligor under this Agreement,
including Debt Service Payments, Equity Payments or Redemption Payment, for
any lawful purpose; ie., LCRA may elect to use such funds to pay for other
capital expenditures in lien of issuing new debt for such purposes, provided,
however, that all of Obligor's Debt Service and Equity Payments, including
Coverage, are credited to the LCRA Debt Obligations as provided herein and
LCRA’s use of such funds as stated above will in no way increase or otherwise
affect Obligor’s Equity and Debt Service Payments. LCRA may transfer from
Coverage the amount of three percent (3%) as applied to the amounts in
subsections “a.i.” and “aii. above (that is, 3 percentage points out of the 25
percentage points total) to the LCRA Public Service Fund, provided, however that
such trausferred funds shall be credited against Obligor’s Debt Service and Equity
Payments if such payments are timely made by Obligor.

(d) LCRA shall maintain Debt Service Reserves to be funded by current LCRA Debt
Service Reserves on hand on the Effective Date and from Coverage from
Obligor's Debt Service Payments. If Coverage is insufficient to fund Debt
Service Reserves due to default in payments by Obligor as provided in this
Agreement, Obligor will fund any additional Debt Service Reserves necessary
within ten (10) days after written demand by LCRA.  In the event LCRA has
exercised its remedy hereafter provided for and begun to provide wholesale water
and sewer service to Obligor and it becomes necessary for LCRA to collect from
Obligor additional sums for Debt Service Reserves as a result of Obligor’s default
in payment, LCRA may collect same as a surcharge related to Debt Service
Reserves, and LCRA will bill Obligor and Obligor will pay LCRA according to
the procedures and timelines for billing and payment provided in the New Raw
Water Contract (defined below). The 2019 Equity Payment will be reduced to
account for the application of any Debt Service Reserves toward the payment of
the LCRA Debt Obligations remaining immediately prior to the 2019 Equity
Payment.

(e) Obligor will pledge its revenues in ordetr to pay Installment Payments and all
other obligations of Obligor under this Agreement and such pledge will be senior
to any payment due from Obligor for any other indebtedness. Obligor grants
LCRA a lien on its revenues securing the Instaliment Payments and all other
obligations of Obligor under this Agreement. In addition, payments due LCRA
under this Agreement shall be an expense on the books of the Obligo, to be paid
ahead of any of Obligor’s debt service obligations.

E. Instaliment Payments for the Purchase Price will be paid by wire transfer of immediately
avaifable funds to an account designated by LCRA.

1714661.]
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Section 1.5 Earnest Money. In consideration of the obligations undertaken by
Obligor in this Agreement, and also in consideration of the dismissal of rate appeals pending
before the Texas Commission on Environmental Quality regarding the Assets on the Effective
Date, no earnest money will be deposited by or due from Obligor.

Section 1.6 Closing Dates. For each Equity Payment made, LCRA and Obligor shall
have a Closing jn which LCRA transfers and conveys to Obligor interests in the System Assets
as follows :

A. at the time of the first Equity Payment in July/November, 2012, LCRA will convey all of
its title to and interest in the retail distribution and collection facilities included in the
System Assets to Obligor.

B, at the time of Obligor's First Equity Payment in July/November, 2012, and at each of
Obligor’s subsequent Equity Payments, LCRA shall convey to Obligor an undivided
ownership interest in the capacity of the Central Facilities commensurate with the amount
of each such Equity Payment as compared to the amount of the LCRA Debt Obligations
as shown on the Schedule A Update, so that Obligor shall acquire an ownership interest
in the capacity in the Central Facilities in proportion to the amount of the LCRA Debt
Obligations as of the Schedule A Update, that Obligor's Equity Payments retire, defease
or redeem,

C, LCRA will retain legal title to the Central Facilities and any undivided capacity interests
not conveyed to Obligor until the final 2019 Equity Payment is made as provided herein.
Upon full payment of all Installment Payments, LCRA shall have conveyed legal title and
all capacity interest in the System Assets at the Closing of Obtigor’s final 2019 Equity
Payment,

D. . Inthis Agreement, Closing Dates may be referred to individually by the year in which an
Equity Payment and a corresponding Closing Date will occur; for example, 2015 Closing
Date will refer to the Equily Payment due May 1, 2015, and the corresponding Closing
Date.

Section 1.7 Obligor’s Righis After Operations Transker Date. From and after the
Operations Transfer Date, Obligor shall have the right to manage and control operations of the
Assets (including Central Facilities) and to set rates for service from the Assets (including
Central Facilities); provided, however, if any “Required Consents” or “Required Approvals”
necessary for Obligor to exercise such rights have not been obtained, LCRA and Obligor agree to
enter into such agreements as necessary for Obligor to receive the beneficial interests
contemplated by full exercise by Obligor of such operational and rate-setting aspects of the
Assets as described below in, and subject to, Article III of this Agreement. Although LCRA may
retain legal title to the Central Facilities and certain undivided interests in the capacity of the
Central Facilities until the final Equity Payment, LCRA’s retention of such legal title and
undivided capacity interests shall not confer any rights or privileges in favor of LCRA that
interfere with or are in abrogation of Obligor's rights and privileges under this Agreement arising
on the Operations Transfer Date (including Obligor’s right to manage and control operations and

9
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set rates for service from the Assets) except as otherwise provided by the terms related to
LCRA’s remedies for payment defaults as provided below.

Article 11,
BUYER'S INVESTIGATION RIGHTS

Section 2.1  Environmental Assessment. LCRA will have conducted a Phase I
environmental assessment on all of the Property at no cost to Buyer, provided that LCRA will
not be required to obtain any third party services for completion of the assessment (the “ESA").
The ESA may be apportioned with different assessments for different portions of the Property.
LCRA agrees to provide Buyer with a copy of the initial ESA at Jeast ten business days prior to
the Operations Transfer Date.

Section 2.2  Document Review, Beginning on the Effective Date, LCRA shall make
available for reasonable inspection and copying by Buyer upon reasonable notice from Buyer
and at Buyer’s expense during normal working hours at the Facilities or at the offices of LCRA
or its agents, the following documents to the extent same are in LCRA’s possession at its
Facilities and offices and are not privileged (that is, excluding documents or records that are
privileged under the attorney-client privilege or other law, provided that no such privilege shall
affect or excuse LCRA’s obligations to make disclosures regarding the Assets as otherwise
expressly provided in this Agreement) (the “Review Documents”): ‘

A. copies of all books, records, operating reports, trade account reports, accounts payable
and receivable lists, utility service agreements, vendor contracts, management
agreements, maintenance records, purchase or sale contracts, regulatory records and
correspondence, deeds, easements, surveys, plats or descriptions, plans and
specifications, licenses, permits, certificates, soil reports, inspection reports, and
engineering reports (including, without limitation, endangered species, environmental,
and governmental inspection reports of LCRA related to the ownership or operation of
the Assets or relating to or in respect of the physical condition or operation of Assets);

B. copies of work papers which reflect the revenues, expenses, cash flows, assets and
liabilities of the Assets since July 1, 2006, and LCRA’s most recent budget and forecast
related to the Assets;

C.  copies of any other documents evidencing LCRA’s interests in the Property.

LCRA will use reasonable efforts to make the Review ltems available to Buyer in electronic
format so that the Review Items may be viewed remotely. Buyer agrees that, for any Review
ltem that LCRA makes available to Buyer in electronic format, LCRA will have satisfied its
obligations under this Section; provided, however, that LCRA will deliver any hard copies of the
Review ltems to Buyer at Closing. LCRA represents, warrants and covenants that all Review
Items provided to Buyer in connection with Buyer’s investigation and due diligence of the
Utilities and the Assets shall, in the case of documents and materials, be originals or true and
correct copies of originals or, in the case of other information, be materially true, correct and
compiete. Until the 2019 Closing Date, Buyer shall have the right, during normal business hours
and upon reasonable prior notice to LCRA, to conduct any and all reviews, investigations, or
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examinations of the Review Documents which Buyer determines necessary in its sole and
absolute discretion; provided, however, that Review Documents may be transferred by LCRA to
Buyer prior to the 2019 Closing Date.

Section 2.3  Asset Review. From the Effective Date and continuing until the sixtieth
(60th) day after the Effective Date (the “Asset Review Period”), Buyer at its expense shall have
the right, during normal business hours and upon reasonable prior notice to LCRA, to conduct
any and all investigations, examinations and/or environmental assessments of the Facilities and
Property that Buyer determines necessary in its sole and absolute discretion, provided, however,
any environmental testing or sampling shall require the prior writter approval of LCRA, which
approval shall not be unreasonably withheld or defayed. Buyer will make available to LCRA for
teview during regular business hours, within a reasonable period of time following request by
LCRA, the results of any investigations or examinations of the Facilities or Propenty conducted
“by Buyer. In the event that Buyer substantialfy disturbs or substantially disrupts any of the
Facilities and Property during the Asset Review Period, Buyer shall be obligated to restore the
Facilities and Property or any item related thereto substantially to its prior condition to the extent
Buyer’s review, investigation, or examination changed same and this obligation shall survive any
termination of this Agreement. LCRA may, at LCRA’s option, accompany Buyer during any
such inspections.

Section 2.4  Refusal to Provide Access. Should LCRA refuse to provide Buyer with
. access to the Facilities and Property within the Asset Review Period as provided in this
Agreement, Buyer shall provide written notice of such refusal within the Assct Review Period by
hand delivery or overnight delivery, receipt requested, to LCRA to the address specified in this
Agreement. Such notice shall specifically identify the Assets to which LCRA has failed to allow
Buyer access. If LCRA does not cure the alleged refusal within ten (10) business days from the
date of receipt of such notice, such refusal shall be a material default by LCRA of this
Agreement and Buyer may, as its sole and exclusive remedies, to enforce this Agreement by
specific performance, mandamus, or similar remedy and recover its attorney fees in doing so. In
the event LCRA refuses to pay reasonable and necessary attorney fees to Buyer after issuance of
a court order for specific performance, mandamus, or similar remedy, Buyer may subtract its
reasonable and necessary attorney fees approved by the court issuing said order from the
Purchase Price.

Article 111,
CONSENTS AND APPROVALS

Section 3.1 Required Consents.  The parties acknowledge that certain of the
Intangible Assets consisting of utility service and other agreements to which LCRA is a party ~
including agreements for construction of retail infrastructure and wholesale service agreements —
and certain portions of the Property on which Material Facilities are located require the consent
of another party (“Required Consents’) as a condition of LCRA's assignment of said
agreements, conveyance of infrastructure that is subject to said Intangible Assets or Property
poitions, and Obligor’s assumption of LCRA’s rights and obligations under said Intangible
Assets or Property portions. All Required Consents identified by LCRA after due inquiry are
listed in Schedule 4 of Exhibit A. Beginning on the Effective Date, Obligor shall use
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commercially reasonable efforts to obtain all Required Consents and keep LCRA informed of the
status of same, including at a minimum providing a monthly status report in writing to LCRA.
LCRA agrees to use commercially reasonable efforts to cooperate with, and assist, Obligor in
obtaining the Required Consents; provided, however, that such cooperation and assistance will
not require any third-party expenditures by LCRA. To the extent that any of Intangible Assets
are not assignable or not transferable without a Required Consent, this Agreement shall not
constitute an assignmeat or transfer of those contracts if such assignment or transfer would
constitute a breach thereof or a violation of any law absent such Required Consent.

A. In the event a Required Consent pertaining to a wholesale service agreement between
LCRA and customer receiving service from the Assets is not obtained by the Operations
Transfer Date, the parties agree to enter into an operations agreement for Buyer to
operate all Assets necessary to enable LCRA to provide wholesale services to said non-
consenting wholesale customer for the duration that LCRA remains responsible for
providing such wholesale service. LCRA shall continue to provide wholesale service,
including setting of rates to cover costs of service to the non-consenting wholesale
customer, in accordance with the wholesale service agreement.

B. In the event a Required Consent pertaining to infrastructure included with the Assets is
not obtained by the Operations Transfer Date, this Agreement shall constitute a license
from LCRA to Buyer for Buyer to possess and use said infrastructure subject otherwise to
the terms of the agreement by which LCRA obtained rights in said infrastructure. Title to
said infrastructure will not pass from LCRA to Buyer until the Required Consent is
obtained.

Section 3.2 Required Approvals. Buyer shall use commercially reasonable efforts
to obtain all Required Approvals as provided in Schedule 5 of Exhibit A (“Required
Approvals”). Buyer shall keep LCRA informed of the status of obtaining the Required
Approvals, including at a minimum providing a monthly status report in writing to LCRA.
LCRA agrees to use commercially reasonable efforts to cooperate with, and assist, Buyer in
obtaining the Required Approvals; provided, however, that such cooperation and assistance will
not require any third-party expenditures by LCRA. LCRA shall have the right to review any
filings made by Buyer with the TCEQ prior to the filing of same. The parties shall use their
respective best efforts to obtain TCEQ approval for the transfer of Certificate of Convenience
and Necessity No. 11670 as it pertains to the Assets (the “WTC CCN”) to Buyer by the
Operations Transfer Date. Notwithstanding the foregoing sentence, LCRA agrees that it shall
not object to Buyer’s assumption of operation of and rate-making authority for the Assets on the
Operations Transfer Date in the event such Required Approval remains pending, except to the
Iimited extent a Required Consent remains pending and would affect Buyer’s assumption of rate-
making authority. The parties agree and covenant that transfer of the WTC CCN shall not
require, nor will such transfer include nor shall either party request, review by TCEQ of the
Purchase Price or the LCRA Debt Obligations.
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Article IV.
REPRESENTATIONS AND COVENANTS OF BUYER

Section 4.1 Autherization and Validity of Agreement. Buyer represents and
warrants to LCRA that the following are true, accurate, and complete as of the Effective Date.
The representations and warranties in this Article IV shall survive termination of this Agreement
or Closing.

A, each of the persons executing this Agreement on behalf of Buyer are duly authorized to
do so;

B. Buyer is a duly created Public Utility Agency pursuant to Chapter 572, Texas Local
Government Code, and Buyer has full right and authority to enter into this Agreement
and to consummate the transaction described in this Agreement;

C. this Agreement constitutes the valid and legally binding obligation of Buyer and is
enforceable against Buyer in accordance with its terms, subject to applicable law;

D. neither the execution nor delivery of this Agreement nor the performance of Buyer’s
obligations under this Agreement violates, or will violate, any contract or agreement to
which Buyer, or any member of Buyer, is a parly or by which Buyer, or any member of
Buyer, is otherwise bound; and

E. there is no claim, action, suit, proceeding, investigation, inquiry, state or federal
legislative action pending, or to the knowledge of Buyer, threatened, that would prevent
Buyer from entering into or performing its obligations under this Agreement,

Section4.2  Independent Decision. Buyer has conducted its own independent
investigation of the Assets in making its determination as to the propriety of entering into this
Agreement. Buyer has relied solely on the results of its own investigation and on the
representations and warranties of LCRA provided in Article V below.

Section 4.3  Covenants of Buyer. In addition to other covenants expressly provided
by Buyer in this Agreement, Buyer covenants as follows, all of which covenants shall survive
until the termination of this Agreement upon the 20{9 Closing Date:

(a) Financial Ability. Buyer shall have sufficient funds and financial ability
to (i} pay the Purchase Price through the Installment Payments, when due, (ii) fund
working capital to operate the Assets and provide adequate and reliable water and
wastewater services to customers in compliance with contracts for service and local, state
and federal regulations, and (iii) fund ongoing capital expenditures for required
npgrading, renewals and replacements.

(o)  Rates. Obligor agrees and covenants to timely increases in rates, as
necessary, such that it has sufficient revenues to provide for the Installment Payments
provided under this Agreement until all LCRA Debt Obligations are retired and this
Agreement terminates.
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(c)  Operational Ability. By the Operations Transfer Date, Obligor shall have
the employees or contracts with an operating company with experience and licenses
necessary to operate the Assets in a manner to provide continuous, adequate and reliable
water and wastewater services in compliance with all federal, state and local regulations.
Obligor will consider hiring available and qualified LCRA employees having knowledge
of and experience in operating and managing the Assets.

(d)  Warranty to Operate and Maintain. Obligor shall operate and maintain
the Assets at Obligor’s expense, in accordance with TCEQ regulations and normal utility.
practices during the term of this Agreement consistent with level of operations described
in Exhibit C. LCRA has the right to inspect the Assets to ensure compliance with TCEQ
regulations unti} aill LCRA Debt Obligations are retired.

(¢)  Insurance. Obligor shall maintain an appropriate amount of casualty
insurance — to cover property damage, personal injury and wrongful death — and pollution
liability insurance at all times with LCRA named as an additionat insured untit all LCRA
Debt Obligations are retired and this Agreement terminates. LCRA will have right of
mandamus to enforce this covenant.

) Hazardous Substances. Buyer agrees and covenants to LCRA not to
create or permit a nuisance or store, use, manufaciure or dispose of Hazardous
Substances in, on or under the Property except: (i) in strict compliance with federal, state
and local regulations and any necessary regulatory permits therefor; and, only to the
extent reasonably necessary for potable water and treated wastewater services from the
Utilities.

(g)  Prohibition on Buyer Conveying Interests in Property. Buyer agrees
and covenants to LCRA not to transfer, hypothecate or otherwise encumber either
Buyer’s or LCRA’s rights in this Agreement or Buyer’s or LCRA’s rights in the Assets;
provided, however, the parties expressly recognize and agree that the Obligor shall have
the right (and the limitations expressed in this section shall not be construed to limit or
interfere with the Obligor's right) to transfer, hypothecate and otherwise encumber (i) the
Assets comprising the distribution and collection systems (upon the transfer of legal title
to such systems to the Buyer) or (ii), subject only to the priorities expressed in this
Agreement, the revenues derived from (A) the interests of the Obligor in the Assets (as
and when such interests arise) or (B) the Obligor’s rights under this Agreement.

Article V.

REPRESENTATIONS AND COVENANTS OF LCRA
AND RELATED AGREEMENTS BY OBLIGOR

Section 5.1  Authority and Validity of Agreement.

LCRA represents and warrants to Buyer that the following are true, accurate, and
complete as of the Effective Date. The representations and watranties within this Section 5.1
shall survive the termination of this Agreement or Closing.
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A. Each of the persons executing this Agreement on behalf of LCRA is duly authorized to
do so;

B.  LCRA has full right and authority to enter this Agreement and to constmmate the
teansaction described in this Agreement;

C.  This Agreement constitutes the valid and legally binding obligation of LCRA, and is
enforceable against LCRA in accordance with its terms, subject to applicablé law, and
will not contravene any other agreement to which LCRA s a party;

D. There is no claim, action, suit, proceeding, investigation, inquiry or state or federal
legislative action pending which would prevent LCRA entering into or performing its
obligations under this Agreement except as disclosed on Exhibit D;

E. LCRA has no knowledge that any Material Facilities are located outside either the
Property or dedicated public utility easements or rights-of-way appropriate for same
except as disclosed on Exhibit E; and LCRA shall use good faith efforts and cooperate
with Buyer in a timely manner to assist in the correction of any title, easement or right-
of-way issues that may arise during the course of Buyer’s operation and ownership of the
Assets, provided such assistance Is provided at no cost to LCRA other than the use of
LCRA employee staff time; the parties acknowledge and agrec that the Required
Consents are not exhaustive with regard to consents or approvals, if any, relating to
portions of the Property on which Facilities other than Material Facilities are located;
and;

F. To the best of LCRA’s knowledge, the Assets are not subject to any materialman’s liens,
debts, or claims by or through LCRA filed in the public records of Travis or Hays County
Texas or claims by or through LCRA filed in any legal or administrative tribunals,

Section 5.2 LCRA Covenanis to Buyer. In addition to LCRA’s and Buyer’s other
agreements and undertakings hereunder, LCRA hereby represents, warrants and covenants to
Buyer that:

A Notices Received. LCRA, at its sole cost and expense, will promptly deliver to Buyer
copies of any of the following received by LCRA after the Effective Date: (i) written
netices alleging the occurrence of any default or alleged default under any of the
contracts included in the Assets; (ji) written violations or alleged violations of any law,
regulation, order, or other requirement of any governmental authority having jurisdiction
over the Assets, including a proposed compliance order; or, (iit) tort claims filed in court
relating to LCRA’s ownership or operation of the Assets.

B. Completeness. Except for Excluded Assets, the Assets comprise all of the property and
assets of the Utilities as currently used in or necessary for the operation of the Utilities.

C. “As Is,” Claims, Liens and Encumbrances. Except for manufacturer's and contractor’s
warrantics as otherwisc expressly provided in this Agreement, the Assets shall be
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transferred AS-IS and with no representations or warranties other than special warranty
of title as provided herein,

Required Approvals, Exhibit A, Schedules 4 and 5, list all material Required
Approvals and Required Consents known to LCRA. Other than the Required Approvals,
LCRA has no knowledge of any approvals needed for LCRA to transfer the Assets to
Buyer on Closing Dates as contemplated herein.

Absence of Certain Changes, Events and Conditions. Between the Effective Date and
the Operations Transfer Date, and other than in the ordinary course of business consistent
with past practice or the purchase of Planned Improvements, Required Improvement or
Emergency Improvements, LCRA represents and warrants that it will not:

@) transfer, assign, sell or otherwise dispose of any of the Assets shown or reflected
on Schedules 1-A and 1-B of Exhibit A except for deletion of any items no fonger
owned by LCRA as a result of normal operation and maintenance of the Assets
and addition of items purchased by LCRA as a result of normal operation and
maintenance of the Assets in amounts totaling more than $10,000 unless
otherwise approved in writing by Buyer;

(i)  amend, terminate or waive any claims or rights included in the Intangible Assets
except with Buyer's written consent;

(iii)  enter into any new, or amendments or modifications to any existing, contracts for
any wholesale services or developer reimbursements that represent new or
increased tevels of water or wastewater service commitments from, or provide
for third party operations of, the Assets without the Obligor’s written consent;

(iv)  damage, destroy, or materially interrupt the use of the Assets resulting in a loss
of Fifty Thousand Dollars ($50,000.00) or more, whether or not covered by
" insurance, with written notice to and approvat by Buyer; or,

(v)  purchase, lease or otherwise acquire the right to own, use or lease any property
or assets in connection with the Utilities for an amount in excess of Fifteen
Thousand Dotlars ($15,000.00), individually (in the case of a lease, per annum)
or Fifty Thousand Dollars ($50,000.00) in the aggregate (in the case of a lease,
for the entire term of the lease, not including any option term), unless LCRA has
obtained Buyer’s written approval for same, which approval shall be deemed
effective in the event Buyer has not provided approval or comment within five
(5) business days.

Contracts and Required Consents. To LCRA’s knowledge, the Required Consents
listed in Exhibit A, Schedute 4 list each contract related to the Assets that grants any
person or party a right to consent to the assignment of any of the Assets. In addition,
LCRA has made available to Buyer as part of the Review Documents:

(6] all contracts involving aggregate consideration in excess of $25,000 and that, in
each case, cannot be cancelled without penalty or without more than 90 days'
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notice; and,

(i)  all contracts that require LCRA to purchase or sell a stated portion of the
requirements or outputs of the Utilities or that contain "take or pay" provisions.

LCRA has disclosed in Exhibit D, or agrees to disclose to Buyer promptly after filing,
any allegation against LCRA of breach of or defanlt under any contract included in the
* Assets that is filed in a legal or administrative tribunal.

G.  Insurance. Exhibit D sets forth with respect to the Utilities or the Assets, a list of all
pending claims against LCRA since January 1, 2008. Except as set forth on Exhibit D,
thete are no claims related to the Utilities or the Assets pending under any such Insurance
Policies as to which coverage has been questioned, denied or disputed or in respect of
which there is an outstanding reservation of rights.

H. Legal Proceedings; Governmental Orders, Except as set forth in Exhibit D, there are
no actions in a legal or administrative tribunal pending against or by LCRA (a) relating to
or affecling the Utilities or the Assets; or (b) that challenge or seek to prevent, enjoin or
otherwise delay the transactions contemplated by this Agreement. In addition, LCRA
agrees (o disclose to Buyer promptly after filing any action brought against LCRA and
filed in a legal or administrative tribunal relating to or affecting the Utilities or Assets.
Except as set forth in Exhibit D, there are no outstanding governmental orders and no
unsatisfied judgments, penalties or awards against, relating to or affecting the Utilities.

I Compliance With Laws; Permits. To LCRA's knowledge, LCRA has complied, and is
now complying, with all laws applicable to the conduct of the Utilities as currently
conducted or the ownership and use of the Assets. LCRA has disclosed any allegations
of non-compliance filed with a legal or administrative tribunal and currently pending in
Exhibit D or Exhibit E. All permits required for LCRA to conduct the business of the
Utilities as currently conducted or for the ownership and use of the Assets have been
obtained by LCRA and are valid and in full force and effect and have been made
available with the Review Documents. To LCRA’s knowledge, no event has occurred
that, with or without notice or lapse of time or both, would reasonably be expected o
result in the revocation, suspension, lapse or limitation of any such permit.

J. Employment Matters. LCRA does not have any multi-employer benefit plans. To
LCRA’s knowledge, LCRA has withheld wages all remitted to the U. S. Treasury all
federally mandated taxes for all persons classified by LCRA as employees and included
on LCRA's FICA rolls. To the best of jts knowledge, LCRA has no person classified as
an independent contractor whom the IRS would deem to be an employee.

K. Limitations on Additional Debt. Provided that Obligor assumes operation of the Assets
by the Operations Transfer Date, and except as otherwise expressly provided iu this
Agreement, LCRA agrees that the LCRA Debt Obligations shown in Schedule A and as
updated and defined in this Agreement constitute all and the total sum of all of LCRA's
outstanding LCRA. Debt Obligations for the Assets and LCRA further agrees that
Obligor’s Debt Service Payments and Equity Payments shall only be based on the debt
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obligations as shown in Schedule A and in accordance with Schedule B as may be
updated as provided herein, ’

L. Disclaimer, IT 18 THE EXPLICIT INTENT OF LCRA AND BUYER, AND LCRA anp
BUYER HEREBY AGREE, THAT NEITHER LCRA, NOR ANY OF ITS AFFILIATES OR
REPRESENTATIVES, HAS MADE OR IS MAKING ANY REPRESENTATION OR WARRANTY
WHATSOEVER, EXPRESS OR IMPLIEDR, WRITTEN OR ORAL, INCLUDING ANY IMPLIED
REPRESENTATION OR WARRANTY AS TO THE CONDITION, MERCHANTABILITY, USAGE,
SUITABILITY OR FITNESS OF THE ASSETS FOR ANY PARTICULAR PURPOSE EXCEPT
THOSE REPRESENTATIONS AND WARRANTIES CONTAINED IN THIS AGREEMENT.

BUYER ACKNOWLEDGES AND AGREES THAT EXCEPT FOR A SPECIAL WARRANTY OF
TITLE TO THE PROPERTY ON WHICH MATERIAL FACILITIES ARE LOCATED AS
DESCRIBED AND PROVIDED IN THIS AGREEMENT, AT CLOSING BUYER IS ACCEPTING
THE ASSETS IN THEIR “AS-IS, WHERE-IS” CONDITION “WITH ALL FAULTS” AND DEFECTS
IN EXISTENCE AS OF THE CLOSING AND SPECIFICALLY AND EXPRESSLY ‘WITHOUT ANY
WARRANTIES, REPRESENTATIONS, OR GUARANTEES, EITHER EXPRESS OR IMPLIED, AS
TO THEIR CONDITION, VALUE, QUALITY, FITNESS POR ANY PARTICULAR PURPOSE,
MERCHANTABILITY, OR ANY OTHER WARRANTY OF ANY KIND, NATURE, OR TYPE
WHATSOEVER FROM OR ON BEHALF OF LCRA. THE FORRGOING DISCLAIMER DOES
NOT APPLY TO THIRD-PARTY WARRANTIES RELATED TO THE ASSETS TO THE EXTENT
SAME ARE ASSIGNABLE AND ARE ASSIGNED. BUYER ASSUMES ALL RESPONSIBILITY FOR
THE PHYSICAL AND ENVIRONMENTAL CONDITIONS OF THE PROPERTY AND ANY
DAMAGES CAUSED BY OR ARISING FROM THE CONDITIONS ON THE PROPERTY UPON
TRANSFER OF TITLE. BUYER AGREES TO ADDRESS ANY ENVIRONMENTAL SITE
CONDITIONS AS REQUIRED BY LAW. Any instruments of transfer for the System Assets
will reference this Agreement by Buyer.

Article Y1
MAINTENANCE AND CASUALTY PRICR TO OPERATIONS TRANSFER DATE

Section 6.1  Operation of Assets by LCRA Pending Operations Transfer. The
parties agree that between the Effective Date and the Operations Transfer Date, LCRA may, and
it shall operate the Assets substantially in accordance with its past practices and procedures,
substantially in compliance with local, state and federal regulations and in a manner generally
consistent with accepted industry standards and in compliance with any existing agreements
included in the Intangible Assets, subject to any approval rights of Buyer provided in this
Agreement,

Section 6.2  Capital Projects and Repairs by LCRA Pending Operations Transfer.
The parties agree that between the Effective Date and the Operations Transfer Date: (i) LCRA
may design, engineer or construct any Planned Improvements, any Required Improvements or
any Emergency Iinprovements and the costs of same will be an adjustment to the Purchase Price
as provided in Section 1.4; and, (ii) otherwise, LCRA will not design, engineer or construct any
changes to the Facilities without the prior express written consent of Buyer. Any contracts
related to construction of Planned Improvements, Required Improvements or Emergency
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Improvements that remain in effect on the Operations Transfer Date will be assigned by LCRA
to Buyer.

Section 6.3 Planned Improvements, Required Improvemenis and Emergency
Improvements Designed or Constructed Prior to Operations Transfer. LCRA will provide
Buyer with a written report monthly after the Effective Date describing the status of the plans
for, or design or construction of, any Planned Improvements, Required Improvements or
Emergency Improvements, including the estimated cost and cost-to-date thereof. Within five (5)
days prior to the Operations Transfer Date, LCRA shall provide Buyer with a final report
regarding same including the costs to be added to the Purchase Price as provided by Section 1.4.

Section 6.4  Casualty. In the event the Asseis or any part thereof should be damaged
by any casualty prior to the Operations Transfer Date, LCRA shall pay to Buyer, on the
Operations Transfer Date, any funds actually received by LCRA as insurance proceeds relating
to such casualty (the “Insurance Proceeds”) for repair or replacement of the damaged property
by LCRA as insurance proceeds relating to such casualty, and operations shall be transferred
without LCRA repairing any such damage. Buyer acknowledges and agrees, however, that
LCRA is sclf-insured for casually events that result in damages of amounts less than One
Hundred Thousand Dollars ($100,000.00). LCRA shall apply insurance proceeds received, if
any, in replacement of the damaged property to such repair or replacement. If the cost of such
repair or replacement is not covered by third-party Insurance Proceeds or is less than
$100,000.00, and otherwise constitutes an Emergency Improvement, then the parties agree the
cost of such repair shall be included in the Purchase Price as provided in Section 1.4. Buyer
shall remain entitled, regardless, to receive on the Operations Transfer Date any surplus
insurance proceeds remaining after LCRA’s repair or replacement of the Assets. LCRA shall
diligently pursue claims for Insurance Proceeds and pay Buyer any Insurance Proceeds collected
promptly following collection in respect of casualty events occurring prior to the Operations
Transfer Date for which funds have not been received as of the Operations Transfer Date.

Section 6.5 Raw Water Curtallment Plan. LCRA shall provide for Buyer’s review
and comment any “pro-rata cuttailment plan” developed by LCRA pursuant to LCRA’s rules and
policies regarding raw water contracts for the Assets prior to its submission in final form on the
deadline set by LCRA for its raw water customers in February 2012. LCRA shall provide to
Buyer for review not later than February 7, 2012. Buyer agrees to review and provide any
comments on said “pro-rata curtailment plan™ prior to or on February 11, 2012. The parties will
cooperate in good faith to complete said plan for subnittal not later than February 14,2012,

Article VIL
OPERATIONS TRANSFER

Section 7.1 Operations and Funds Transfer. Buyer shall assume operation and rate-
making authority for the Assets on the Operations Transfer Date, which the Parties agree shali be
March 19, 2012 (unless otherwise delayed by mutual written agreement of the parties but in no
event later than November 1, 2012), snbject to the Required Consents and shali provide such
operations and managerial services 1o LCRA for all Assets to which LCRA retains title or
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interest. Operations to be assumed and provided by Buyer by or on the Operations Transfer Date
shall include, but not be limited to, those operations described in Exhibit C attached hereto.
Contingent upon Buyer’s assumption of operation of the Assets, LCRA will transfer to Buyer on
the Operations Transfer Date: (a) remaining Operational Reserve Funds in cash; {b) unused
Impact Fee Funds in cash; (c) other Intangible Assets for which the Required Consents have
been obtained; and (d) Persenalty. LCRA and Buyer shall cooperate in the provision of notice
to customers served by the Assets of the Operations Transfer and work together to minimize any
impact to such customers. LCRA shall not charge customers of the Assets any fees for transfer
of services provided from the Assets resulting from the transfer of the Assets by LCRA to
Obligor pursuant to this Agreement.

Section7.2  Utilities Rates Pending Operations Transfer Date. LCRA agrees to
continue to collect rates that are currently in effect for the Utilities (which rates were the “second
step” of rate increases approved by the LCRA Board of Directors in August 2007) until March
31, 2012. Buyer acknowledges and agrees that LCRA may implement for the Utilities rates
approved as the “third step” of increases (which third step increases were to take effect October
1, 2009} by the LCRA Board in August 2007 (but without a “clawback” surcharge or recovery
from system customers for the time period prior to March 31, 2012) if Obligor fails to take over
operations and ratemaking control of assets by March 30, 2012, until the Operations Transfer
Date occurs.

Section 7.3  Buyer’s Rights of Possession and Assumption of Liabilities. Upon and
after the Operations Transfer Date, and subject to the Required Consents, Buyer shall have the
right to possess the Assets, including the Property, and to use the Assets and Property for potable
water and treated wastewater services in accordance with this Agreement to retail and wholesale
customers served by the System Assets. In accordance with such right of possession, Buyer shall
have all of the rights necessary to operate, control, use, replace, repair and expand the Assets as
needed for the provision of retail and wholesale water and wastewater services to the public. Any
capital expansions of the Facilities increasing the Facilities’ capacity paid for by the Buyer after
the Operations Transfer Date shall be wholly owned by Buyer and may be located on the
Property. LCRA agrees not to interfere with Buyer's right of possession of the Assets, including
the Property, as long as Buyer timely performs Buyer's obligations under this Agreement. Buyer
by written instrument will assume on the Operations Transfer Date all liabilities related to the
Assets with the exception of any liability arising out of the Intangible Assets that is expressly
excluded from the Intangible Assets under this Agreement. BY THIS INSTRUMENT, BUYER WILL
AGREE TO INDEMNIFY, HOLD HARMLESS AND DEFEND LCRA IN ACCORDANCE WITH SECTION
10.2 OF THIS AGREEMENT,

Section 7.4 Prohibition on LCRA Conveying Interests in Property. During the
term of this Agreement, LCRA agrees and covenants to Buyer not to transfer LCRA’s rights in
this Agreement or LCRA’s rights in the Property under this Agreement or to create any fien on
LCRA’s rights in the Property under this Agreement as long as Buyer timely performs Buyer's
obligations under this Agreement.

Section. 7.5 Raw Water Supply. LCRA shall continue the reservation and supply of
raw water for the Assets and for Obligor’s purchase of such raw water under the terms and
conditions of LCRA’s current LCRA Board Resolution until such time as LCRA and Obligor
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execute a new Raw Water Contract which shall be on LCRA’s current standard form and for a
term of not less than forty (40) years on the Effective Date or prior to March 30, 2012 (*“New
Raw Water Contract”). Obligor agrees to submit an application for the New Raw Water
Contract within ten (10) days of the Effective Date and to execute the New Raw Water Contract
within five (5) days of LCRA approval of the New Raw Water Contract, upon which execution
the New Raw Water Contract will be incorporated herein for all purposes and will be a material
part of this Agreement. The New Raw Water Coniract may not be terminated by Obligor during
the term of this Agreement.

Article VIII,
CLOSING DATES

Section 8.1  Closing Dates. Closings will be held on Closing Dates as provided in this
Agreement as follows: not later than November 1, 2012; not luter than May 1, 2014; on May 1,
2015; and, on May {, 2019,

Section 8.2  Time and Place of Closing. Closings shail be held at 10:00 a.m., local
time on each respective Closing Date, at the offices of LCRA, 3700 Lake Austin Blvd. Austin,
Texas 78703 or at such other time and place as may be agreed between the Parties. All matters
to take place at each respective Closing, including delivery of title to Assets or capacity interests
therein as provided in this Agreement, shall take place simultaneously.

Section 8.3 LCRA Delivery. On each Closing Date, LCRA shall deliver or cause to
be delivered to Buyer, at LCRA’s sole cost and expense, each of the following items:

A, A duly exccuted and acknowledged Special Warranty Deed conveying LCRA’s interest
in portions of the Property consisting of fee simple Property, and an assignment for
portions of the Property that are not held in fee simple by LCRA, consistent with the
provisions of this Agreement regarding transfers of portions of the Assets on each
respective Closing Date,

B. A Bill of Sale and Assignment executed by Buyer and LCRA transferring and assigning
to Buyer LCRA's interest in the Facilities and the Intangible Assets, consistent with the
provisions of this Agreement regarding transfers of portions of the Facilities and
Intangible Assets on each respective Closing Date. Each Bill of Sale and Assignment
shall provide for Buyer’s assumption of LCRA’s obligations and liabilities under or
related to the Facilities or Intangible Assets assigned thereby and, unless waived by
LCRA, a full and complete release of LCRA from any further obligations and liabilities
nnder the assigned Facilities and Intangible Assets. ’

C. On the Operations Transfer Date and at each Closing, LCRA shall provide to Buyer the
LCRA Closing Certificate (so called herein) which shall certify, represent, and warrant to
Buyer, as of each Closing Date, that: (a) each and ¢very of the covenants contained in this
Agreement has been fully satisfied; and, (b) each and every of the representations and
warranties contained in this Agreement is and continues to be true and correct on the
Operations Transfer Date or date of Closing (as applicable), provided, should an event
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occurring during the pendency of this Agreement make any of such representations and
watranlies not correct on the Operations Transfer Date or Closing Date (as applicable),
such noncompliance shall be indicated and described on the LCRA Closing Certificate,
In addition, LCRA will provide to Buyer a certified copy of the previously adopted Board
resolution determining that the Assets are no longer necessary, convenient or of
beneticial use to the business of LCRA. In addition, the LCRA Closing Certificate
provided on the Operations Transfer Date shall certify compliance with the provisions of
Section 6.1 of this Agreement.

D. An opinion letter of LCRA's counsel substantially in the form attached hereto as Exhibit
F.

E. Any other additional documents and instruments as in the mutual opinion of Buyer's
counsel and LCRA’s counsel are reasonably necessary to the proper consummation of
this transaction.

F, All combinations and/or keys to all locks related to the Assets,

G. To the extent reasonably available, the originals of all matters agreed to be transferred to
Buyer at Closing, uniess LCRA js otherwise required by law (including but not limited to
Texas Local Government Code Chapter 201) to retain said originals, in which event
LCRA will deliver copies to Buyer.

Section 8.4 Buyer Delivery. At the Closing, Buyer shall deliver to LCRA the
following itemns:

A.  Buyer shall provide to LCRA a Buyer's Closing Certificate executed by an authorized
representative of Buyer that shall certify, represent and warrant to LCRA, as of each
respective Closing Date, that: (a) each and every of the covenants contained in this
Agreement has been fully satisfied; (b) each and every of the representations and
warranties contained in this Agreement is and continues to be teue and correct on the
Closing Date, provided, shonld an event occurring during the pendency of this
Agreement make any of such representations and warranties not correct on the date of
Closing, such noncompliance shall be indicated and described on the Buyer's Closing
Certificate; and, (¢) unless waived by both LCRA and Buyer, all of the Required
Approvals have been obtained. The obligation of the LCRA to close this transaction is
expressly conditioned upon the representations and warranties contained on Article V
hereof being true and correct on the date of Closing.

B. The Purchase Price, in good funds, consistent with the provisions of this Agreement
regarding each respective Closing Date and as provided in Schedule B, as supplemented.

C. An opinion letter of Buyer’s counsel substantially in the form attached hereto as Exhibit
G.

D. Such evidence or documents as may reasonably be required by the LCRA evidencing the
capacity of Buyer to close the transaction and the authority of the person or persons who
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are executing the various documents on behalf of Buyer in connection with the sale of the
Assets.

E. Any other additional documents or instruments as in the mutual opinion of Buyer's
counsel and LCRA’s counsel are reasonably necessary to the proper consummation of
this transaction,

Section 8.5  Customer Deposits,. LCRA will return retail customer deposits to
customers within a commercially reasonable time after the Operations Transfer Date. Buyer
agrees that it will be responsible for obtaining deposits from customers after Closing,

Section 8.6  Accounts Receivable and Accounts Payable, LCRA will read customer
melers as close as commercially feasible to the Operations Transfer Date (*Final Reading’’) but
not more than three business days after the Operations Transfer Date, LCRA will provide the
Final Reading to Buyer. LCRA shall continue to bifl customers and shall be entitled to receive
the associated revenue, including any past due amounts, based on service meter readings up to
and including the Final Reading. Buyer shall bill customers and shall receive the associated
revenue based on melter readings after the Final Reading. Accounts Receivable related to the
Assets shall be collected by and owing to LCRA for services provided prior to the Operations
Transfer Date and shall be collected by and owing to Buyer for services provided on and after
the Operations Transfer Date, subject to the Required Consents. For any accounts payable
associated with the Assets, LCRA shall pay expenses accruing prior to the Operations Transfer
Date and Buyer shall pay expenses accruing on and after the Operations Transfer Date. Each
Party shall cooperate and work together in good faith to effectuate the provisions of this Section
and any funds collected by cither Party due and owing to the other nnder this Section shal be
prompily remitted by the collecting Party to the other, and in no event later than thirty (30)
calendar days of such collection,

Section 8.7 Costs and Expenses. Unless expressly provided herein that LCRA shall
pay cerlain costs and expenses, all costs and expenses in connection with the transaction
contemplated by this Agreement shall be bomne by Buyer.

Section 8.8 Additional Deliveries at Closing. At Closing, Buyer shall deliver to LCRA
a document or documents terminating LCRA's obligations under or with reference to any Assets
transferred to Buyer, and including a full release and discharge of LCRA with respect thereto.
BY THIS DOCUMENT, BUYER WILL AGREE TO INDEMNIFY, HOLD HARMLESS AND BEFEND LCRA
IN ACCORDANCE WITH SECTION 10.2 OF THIS AGREEMENT.

Section 8.9 Redemption Payment and Related Closing. This Agreement is
redeemable by Obligor al any time after May 1, 2012, with sixty (60) calendar days written
notice to LCRA at a price equivalent to the then-outstanding LCRA Debt Obligations plus any
defeasance costs related to defeasance of the LCRA Debt Obligations on the proposed date of
redemption (“Redemption Payment”). In the event Obligor exercises such redemption, the
parties shall conduct a Closing at which LCRA coaveys to Obligor all of its remaining interests
in the Assets subject to the requirements for such a Closing provided in this Agreement,
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Article X,
DEFAULT AND REMEDIES

Section 9.1  Default and Cure, Obligor must cure any defauit in payment within ten
(10) business days of the receipt of written notice of non-payment of the Equity Payment or Debt
Service Payment, : ’

Section 9.2 LCRA Remedles Through Arbitration and Courts. If Obligor fails to
cure within ten (10) business days of its receipt of written notice, LCRA, in its sole discretion,
shall have the right to: (a) use Debt Service Reserves to make any necessary debt service
payments and, if necessary, issue more debt to make payments on LCRA Debt Obligations and
replenish Debt Service Reserves, which additional debt will be incorporated into Schedules A
and B accordingly; (b) institute an expedited binding arbitration the Arbitration Procedures
specified in Exhibit H and, if necessary, enforce any arbitration order or award through legal
action in a court of appropriate jurisdiction; (c) institute legal action in a court of appropriate
jurisdiction to seek mandamus relief, specific performance and/or equitable relief to obtain
timely increases in rates such that the Obligor has sufficient revenues to provide for the Debt
Service Payments and Equity Payments; and/or, (d) institute legal action in a court of appropriate
Jurisdiction to enforce this Agreement as a contract for goods and services in accordance with
Chapter 271, Texas Local Government Code. OBLIGOR AND LCRA AGREE THAT THIS
AGREEMENT CONSTITUTES AN AGREEMENT FOR PROVIDING GOODS AND
SERVICES (including, but not limited to: goods such as inventory, equipment, vehicles
and other goods; and, services such as raw water supply services for the Assets)
BETWEEN OBLIGOR AND LCRA AND IS SUBJECT TO THE PROVISIONS OF THE
SUBCHAPTER I OF CHAPTER 271, TEXAS LOCAL GOVERNMENT CODE, AS
AMENDED, AND ANY SUCCESSOR STATUTE(S). IN ACCORDANCE WITH
SECTIONS 271.152 AND 271.153 THEREOF, OBLIGOR HEREBY WAIVES ANY
CONSTITUTIONAL, STATUTORY OR COMMON LAW RIGHT TO
GOVERNMENTAL IMMUNITY FROM LIABILITY OR SUIT AND EXPRESSLY
CONSENTS TO BE SUED AND LIABLE AS DESCRIBED HEREIN, BUT ONLY AS TO
LCRA AND THIS AGREEMENT AND ONLY TO THE EXTENT AUTHORIZED BY
PROVISIONS OF BSUBCHAPTER 1 OF CHAPTER 271, TEXAS LOCAL
GOVERNMENT CODE, AS AMENDED, AND ANY SUCCESSOR STATUTE(S).
OBLIGOR AND LCRA, BY EXECUTION OF THIS AGREEMENT, EVIDENCE THEIR
INTENT AND PURPOSE THAT THIS AGREEMENT BE BINDING AND
ENFORCEABLE IN ALL RESPECTS.

Section 9.3 LCRA Remedy for Default hy Obligor on Date of First Equity
Payment; Limitations on Same. In the event of default by Obligor in failing to pay the 2012
Equity Payment, due not later than November 1, 2012, or in the event the Operations Transfer
Date has not occurred by November 1, 2012, and after completion of expedited arbitration or
state court proceeding confirming existence of ecither of the two defaults specified in this
sentence, LCRA in its sole discretion may reclaim possession of, and dominion and contro} over,
the Assets (and possession and contro} of, but not title to, any improvements, extensions, repairs
or replacements thereof owned by Obligor) and remove Obligor from same and assume rate-
making authority for the Utilities. Obligor agrees that, in this event, this Agreement shall
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constitute an agreement regarding service areas between two retail public utilities consistent with
Section 13.248, Texas Water Code (“13.248 Agreement”), and that LCRA may file this
Agreement along with the arbitration award or court order confirming the default with TCEQ
and seek approval of same for transfer of the WTC CCN to LCRA, to which transfer Obligor
shall not object after arbitration award or court order confirming the default. Upon TCEQ's
approval of the transfer of the WTC CCN to LCRA, this Agreement shall terminate
automatically, without notice by or to any other party, for all purposes other than to serve as the
13.248 Agreement. LCRA agrees that the remedy provided in this Section shall be waived by
LCRA, will no longer be available to LCRA, and will otherwise automatically terminate upon
timely payment of the 2012 Equity Payment and completion of the Operations Transfer Date by
or on November 1, 2012,

Section 9.4 LCRA Remedy to Assume Wholesale Operations; Limitations on
Same. In the event of default by Obligor in failing to pay the 2013/2014 Equity Payment, due
not later than May 1, 2014, and after completion of expedited arbitration or state court
proceeding confirming existence of such default, LCRA in its sole discretion may reclaim
possession of, and dominion and control over, the Central Facilities (and possession and control
of, but not title to, any improvements, extensions, repaits or replacements thereof owned by
Obligor) for the purpose of operating same, in which event, LCRA shall provide wholesale
service to Obligor through master meters approximately at Plant boundaries. In the event that
such a default occurs and is confirmed, as herein provided, wholesale services will be provided
by LCRA on terms substantially similar to the wholesale potable water services agreement
between LCRA, City of Leander and Brazos River Authority dated March 2, 1998, provided
that: (1) LCRA shall give appropriate credit in future ratemaking or budget-setting proceedings
for any Debt Service or Equity Payments previously made by Obligor and for any equitable or
legal interests of Obligor in the Central Facilities; (2) LCRA may contract with a third party for
operations of the Central Facilities; and, (3) Obligor agrees not to appeal or otherwise contest
wholesale rates set by LCRA in such event of default that generate operating revenues
comparable to the Step 3 rates proposed to be effective October 1, 2009, for the Utilities by
LCRA Board action approved in August 2007. LCRA agrees that the remedy provided in this
Section shall be waived by LCRA, will no longer be available to LCRA, and will otherwise
automatically terminate upon timely payment of the 2013/2014 Equity Payment by or on May 1,
2014.

Section 9.5 LCRA Remedies Cumulative, The remedies provided to LCRA in
Sections 9.2 ~ 9.4 of this Agreement are SEPARATE FROM, AND CUMULATIVE OF, ANY OTHER
REMEDIES, AT LAW OR IN EQUITY, TO WHICH LCRA MAY BE ENTITLED IN THE EVENT OF
DEFAULT BY BUYER OF ITS OBLIGATIONS PROVIDED IN THIS AGREEMENT, and Buyer hereby
specifically affirms all of such remedies and the rights related thereto,

Section 9.6  Buyer’s Remedies. In the event of default by LCRA under this
Agreement, Buyer, in its sole discretion, shall have the right to: (a) institute an expedited
binding arbitration under procedures provided in the Agreement and, if necessary, enforce any
arbitration order or award through legal action in a court of appropriate jurisdiction; (b) institute
legal action in a court of appropriate jurisdiction fo seek mandamus relief, specific performance
and/or equitable relief to enforce the provisions of this Agreement; and/or, (c) institute legal
action in a court of appropriate jurisdiction to enfotce this Agreement as a contract for goods and
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services in accordance with Chapter 271, Texas Local Government Code. OBLIGOR AND
LCRA AGREE THAT THIS AGREEMENT CONSTITUTES AN AGREEMENT FOR
PROVIDING GOODS AND SERVICES (including, but not limited to: goods such as
inventory, equipment, vehicles and other goods; and, services such as raw water supply
services for the Assets) BETWEEN OBLIGOR AND LCRA AND IS SUBJECT TO THE
PROVISIONS OF SUBCHAPTER 1 OF CHAPTER 271, TEXAS LOCAL
GOVERNMENT CODE, AS AMENDED, AND ANY SUCCESSOR STATUTE(S). IN
ACCORDANCE WITH SECTIONS 271.152 AND 271.153 THEREOF, LCRA HEREBY
WAIVES ANY CONSTITUTIONAL, STATUTORY OR COMMON LAW RIGHT TO
GOVERNMENTAL IMMUNITY FROM LIABILITY OR SUIT AND EXPRESSLY
CONSENTS TO BE SUED AND LIABLE AS DESCRIBED HEREIN, BUT ONLY AS TO
OBLIGOR AND THIS AGREEMENT AND ONLY TC THE EXTENT AUTHORIZED
BY PROVISIONS OF SUBCHAPTER 1 OF CHAPTER 271, TEXAS LOCAL
GOVERNMENT CODE, AS AMENDED, ANP ANY SUCCESSOR STATUTE(S).
OBLIGOR AND LCRA, BY EXECUTION OF THIS AGREEMENT, EVIDENCE THEIR
INTENT AND PURPOSE THAT THIS AGREEMENT BE BINDING AND
ENFORCEABLE IN ALL RESPECTS.

Section 9.7  Termination Not 2 Remedy After 2012 Equity Payment. After timely
payment of the 2012 Equity Payment on or by November 1, 2012, neither party may terminate
this Agreement as a remedy for default.

Section 9.8  Notice of Default and Opportunity to Cure. If either Buyer or LCRA at
any time alleges that the other is in default under this Agreement, before exercising any remedy
as a result of such default, the party alleging the default shall first provide written notice to the
party alleged to be in default specifying the nature of the default and provide the allegedly
defaulting party thirty (30) days opportunity to cure the default, unless a shorter period is
provided elsewhere in this Agreement for a specific default. Any such cured default shall no
longer be a default.

Article X,

HOLD HARMLESS AND RELEASE; CLAIMS

Section 10.1 Claims. In this Article X, the term “Claims” means any causes of action;
Jjudgments; civil, administrative or investigative actions or proceedings whether based on contract
law, tort law or federal, state, or local environmental laws that result in regulatory fines,
regulatory assessments, regulatory penalties, judgments, damages or expenses. Claims include,
but are not limited to, claims for contribution or cost recovery under federal, state, or local
environmental laws or fines or penalties assessed by administrative agencies with jurisdiction
over operations and maintenance of the Assets. Claims also include, but are not limited to,
administrative fines, penalties, or monetary judgments related to service rates set for the Assets
(including orders for refund of Impact Fees issued by a court of competent jurisdiction in
accordance with Chapter 305 of the Texas Local Government Code). Claims also include, but are
not limited to any Claims directly or indirectly arising out of or in any way relating to any one or
more of the following:
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(a) any presence of any Hazardous Substances in, on, above, or under the Property in
violation of or required to be remediated under any applicable environmental laws;

(b} any release of Hazardous Substances in, on, above, under or from the Property in
violation of or required to be remediated under any applicable environmental laws;

(c) any activity by Buyer, any Person affiliated with Buyer, and any tenant or other user
of the Property in connection with any actual, proposed or threatened use, treatment, storage,
holding, existence, disposition or other release, generation, production, manufacturing,
processing, conirol, management, abatement, removal, handling, transfer or transportation to,
from or on the Property of any Hazardous Substances at any time Iocated in, under, on or above
the Property in violation of or required to be remediated under any applicable environmental
laws;

(d) any activity by Buyer, any Person affiliated with Buyer, and any tenant or other user
of the Property in connection with any actual or proposed remediation of any Hazardous
Substances required or necessitated by applicable environmental laws at any time located in,
under, on or above the Property, including but not limited to any removal, remedial or corrective
action;

(e) any past, present, future or threatened non-compliance with or violations of any
environmental laws (or permits issued pursuant to any environmental law) in connection with the
Property or operations thereon, including but not limited to any failure by Buyer, any Person
affiliated with Buyer and any tenant or other user of the Property to comply with any order of
anty governmental authority in connection with any environmental Jaws;

(f) the imposition, recording or filing or the threatened imposition, recording or filing of
any environmental lien under applicable environmental laws or regulations encumbering the
Property; )

(g) any administrative processes or proceedings or judicial proceedings in any way
connected with any environmental regulatory matter relating to the Property addressed in this
Agreement;

{h) any acts of Buyer, any Person affiliated with Buyer, and any tenant or other user of
the Property in arranging for disposal, storage or treatment, or arranging with a transporter for
transport for disposal, storage or treatment, of Hazardous Substances at any facility in violation
of any environmental law or regulation; ‘

(i) any acts of Buyer, any Person affitiated with Buyer, and any tenant or other user of the
Property in accepting any Hazardous Substances for transport to disposal or treatment facilities
from which there is a release, or a threatened release of any Hazardous Substance in violation of
any applicable environmental law or regulation which causes the incurrence of costs for
remediation or other response action or damages; and,

(k) any personal injury, wrongful death, or property or other damage, including damage
to natural resources, arising under any statutory or common law or tort law theory with respect to
any Hazardous Substances or environmental conditions, including but not limited to damages
assessed for private or public nuisance or for the conducting of an abnormally dangerous activity
on or near the Property.

Section 10.2 INDEMNIFICATION AND RELEASE.

LCRA HEREBY COVENANTS AND AGREES, TO THE FULLEST EXTENT
ALLOWED BY TEXAS LAW, AT ITS SOLE COST AND EXPENSE, TO INDEMNIFY
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AND HOLD BUYER HARMLESS FROM AND AGAINST, AND TG RELEASE ANY
“CLAIMS” ASSERTED AGAINST BUYER ARISING FROM LCRA’S OWNERSHIP
OR OPERATION OF THE ASSETS PRIOR TO THE OPERATIONS TRANSFER
DATE AND ALSO ASSERTED AGAINST LCRA PRIOR TO THE OPERATIONS
TRANSFER DATE, BUT NOT TO THE EXTENT SUCH CLAIMS ARISE FROM THE
NEGLIGENCE OR WILLFUL MISCONDUCT OF BUYER (ITS CONTRACTORS,
AGENTS, SERVANTS, EMPLOYEES, OR OTHER PERSONS FOR WHOSE
CONDUCT IT MAY BE RESPONSIBLE) THAT ACCRUED AFTER THE
OPERATIONS TRANSFER DATE.

BUYER HEREBY COVENANTS AND AGREES, TO THE FULLEST EXTENT
ALLOWED BY TEXAS LAW, AT ITS SOLE COST AND EXPENSE, TO INDEMNIFY
AND HOLD LCRA HARMLESS FROM AND AGAINST, AND TO RELEASE ANY
“CLAIMS” ASSERTED AGAINST LCRA ARISING FROM BUYER’S OWNERSHIP
OR OPERATION OF THE ASSETS FOLLOWING THE OPERATIONS TRANSFER
DATE, BUT NOT TO THE EXTENT SUCH CLAIMS ARISE FROM THE
NEGLIGENCE OR WILLFUL MISCONDUCT OF LCRA (ITS PARTNERS,
CONTRACTORS, AGENTS, SERVANTS, EMPLOYEES, OR OTHER PERSONS FOR
WHOSE CONDUCT IT MAY BE RESPONSIBLE) THAT ACCRUED PRIOR TO THE
OPERATIONS TRANSFER DATE,

BUYER’S INDEMNIFICATION, HOLD HARMLESS AND RELEASE SHALL APPLY TO
CLAIMS AGAINST LCRA ALLEGEDLY ARISING AFTER THE OPERATIONS
TRANSFER DATE BUT BEFORE CLOSING DATES REGARDLESS OF WHETHER
RESULTING FROM, OR RELATING TO, LCRA’S CONTINUED OWNERSHIP OF
INTERESTS IN THE ASSETS UNTIL THE 2019 CLOSING DATE.

THE PROVISIONS OF THIS SECTION 10.2 SHALL SURVIVE ALL CLOSINGS. FOR
PURPOSES OF THIS SECTION 10.2, THE TERM “LCRA” WILL INCLUDE ALL
DIRECTORS, OFFICERS AND EMPLOYEES OF LCRA.

Any party receiving notice of Claims to which this Section relates shall promptly notify the other
party of such claim in writing. Notice shall be considered prompt if received by the other party
within three (3) business days of the receipt by the notifying party.

Section 10.3 Obligations for Claims, Each indemnifying party agrees to look first to
proceeds of insurance coverage available to it prior to requiring the indemnified party to bear
any liability for costs or expenses assessed against the indemnified party associated with and
required to address any Claims, Each indemnifying party’s lability to the indemnified party
pursuant to this Article X is solely limited to payment to the indemnified party for (i) any
monetary damages, fines or penalties awarded by a court of competent jurisdiction against the
indemnified party; (i) monetary fines or penalties assessed against the indemnified party by a
regulatory authority with jurisdiction; or (iii) amounts paid by the indemnified party as provided
in a settlement agreement as approved by the indemnifying party. Notwithstanding any other
provisions herein to the contrary, neither indemnifying party shall be liable for costs and
expenses for the indemnified party’s or any third party’s attorneys fees or consultant fees in the
event such costs and expenses are not covered by insurance. Each party agrees to be obligated
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to and assert, reasonably pursue, and maintain reasonable defenses against any Claims for
which it is indemnified and held harmless by the provisions of this Section; failure to so defend
against an indemnified Claim shall constitute a waiver of a party’s right to indemnity. For any
amounts due and owing from Buyer under this Article X, and valess Buyer elects to make cash
payments to LCRA, LCRA shall have the right to use Debt Service Reserves and Coverage to
cover costs or expenses assessed against LCRA for said Claims, subject to providing to Buyer an
accounting related to such costs. In that event, Coverage or Debt Service Reserves so applied
will not be subtracted from (or credited against) the Purchase Price, and Buyer shall be subject to
and agrees to pay surcharges from LCRA to restore Coverage and Debt Service Reserves as
provided in this Agreement.

Article XL
GENERAL PROVISIONS

Section 11.1 Notices. All notices and other communications hereunder shall be in
writing and shall be delivered by one of the following means unless otherwise expressly
provided: hand delivery; overight delivery; mailed by registered or certified mail, return receipt
requested, postage prepaid; or, electronic mail provided that a duplicate of the same notice or
communication is also mailed by first-class mail. All notices and communications hereunder
shall be addressed as follows, and shall be effective upon actual delivery if delivered by hand or
by expedited courier delivery or, if mailed, three business days after deposit in the United States
mail:

A. If to LCRA, to:

Rebecca S. Motal
General Manager

LCRA
P. O. Box 220 - Mail Stop H107
Austin, Texas 78767-0220

Phone: (512) 473-3283
Email: becky.motal@Icra.org

With a copy to:

Madison Jechow

Associate General Counsel

LCRA

P. O. Box 220 - Mail Stop H429
Austin, Texas 78767-0220

Phone: (512) 473-4067

Email: madison.jechow@lcra.org
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B. If to the Buyer, to:

Larry Fox

Chair, Board of Directors

West Travis County Public Utility Agency

c¢/o Lloyd Gosselink Rochelle & Townsend, P.C.

816 Congress Avenue Suite 1900Austin, Texas 78701

With a copy to:

Lauren Kalisek

General Counsel

West Travis County Public Utility Agency
Lloyd Gosselink Rochelle & Townsend, P.C.
816 Congress Avenue Suite 19500

Austin, Texas 78701

Email: lkalisek@Iglawfirm.com

Any party may change ils address for receiving notice by giving notice of a new address
in the manner herein provided; however, if mailed, notice of such new address will be effective
only upon actual receipt by the other parties.

Section 11.2 Headings and Defined Terms. Descriptive headings are for convenience
only and shall not control or affect the meaning or construction of any provision of this
Agreement.

Section 11.3 Assignment. Assignment of this Agreement by either party is prohibited
without the prior written consent of the other party, which consent shall not be unreasonably
withheld, delayed or conditioned; provided, however, that: (1) LCRA hereby consents to Buyer
assigning this Agreement, and all Buyers® rights and obligations hereunder, 10 a conservation and
reclamation district authorized by Article XVI, Section 59, of the Texas Constitution that is
legally created for the purpose of owning and operating the Assets; and (2) Buyer hereby
consents to LCRA assigning this Agreement, and all LCRA’s rights and obligations hereunder,
to an affiliate of LCRA authorized by state law provided that (i) such assignment does not impair
the ability of Buyer to issue tax-exempt obligations; and (ii) such affliliate has the right to
assume and the capacity to perform LCRA’s rights and obligations hereunder.” The assigning
party shall be released from the obligations of this Agreement only upon delivery to the other
party of written instruments confirming that the assignee assumes all rights and obligations of
assignor under this Agreement. Thereafter, this Agreement shall be binding upon and inure to
the benefit of the parties and their successors and assigns.

Section 11.4 Governing Law and Forum. This Agreement shall be construed and
interpreted in accordance with the laws of the State of Texas and the obligations of the parties
hereto are and shall be performable in Travis County. By executing this Agreement, each party
heteto expressly (a) consents and submits to personal jurisdiction and venue consistent with the
previous sentence, (b) waives, to the fullest extent permitted by law, all claims and defenses that
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such jurisdiction and venue are not proper or convenient, and (¢) consents to the service of
process in any manner authorized by Texas Law,

Section 11.5 No Oral Modification. This Agreement may not be modified or
amended, except by an agreement in writing signed by both the LCRA and Buyer.

Section 11.6 No Oral Waiver. The parties may waive any of the conditions contained
herein or any of the obligations of the other party hercunder, but any such waiver shall be
effective only if in writing and signed by the party waiving such conditions or obligations. No
waiver or waivers of any breach or default (or any breaches or defaults) of any term, covenant,
condition or Jiability under this contract, or of performance by the other pasties of any duty or
obligation under this contract, shall be deemed or construed to be a waiver of subsequent
breaches or defaults of any kind, under any circumstances.

Section 11.7 Time of Essence. Time is of the essence of this Agreement.

Section 11.8 Total Agreement. This Agreement, including the Exhibits hereto,
constitutes the entire agreement among the parties pertaining to the subject matter hereof and
supersedes all prior and contemporaneous agreements and understandings of the parties in
connection therewith. No representation, warranty, covenant, agreement, or condition not
expressed in this Agreement shall be binding upon the parties hereto or shall affect or be
effective to interpret, change, or restrict the provisions of this Agreement except by an amended
agreement in writing signed by both the LCRA and Buyer,

Section 11,9 Partial Invalidity. If any clause or provision of this Agreement is or
should ever be held to be illegal, invalid, or unenforceable under any present or future law
applicable to the terms hereof, then and in that event, it is the intention of the parties hereto that
the remainder of this Agreement shall not be affected thereby, and that in lieu of each such
clause or provision of this Agreement that is illegal, invalid, or unenforceable, there be added as
part of this Agreement a clause or provision as similar in terms to such illega), invalid, or
unenforceable clause or provision as may be possible and be legal, valid, and enforceable such
that the intention of the parties is effected as closely as is possible.

Section 11.10 Counterpart Execution. To facilitate execution, this Agreement may be
executed in as many counterparts as may be convenient or required. It shall not be necessary that
the signature of all persons required to bind any party appear on each counterpart, Al
counterparts shall collectively constitute a single instrument. It shall not be necessary in making
proof of this Agreement to produce or account for more than a single counterpart containing the
respective signatures of, or on behalf of, each of the parties hereto.

Section 11.11 Holidays, In the event that the date upon which any duties or obligations
hereunder to be performed shall occur upon a Saturday, Sunday or legal holiday,-then, in such
event, the due date for performance of any duty or obligation shall thereupon be automatically
extended to the next succeeding business day.

Section 11,12 Consents and Approvals. Whenever this Agreement requires Buyer or
LCRA to give an approval or consent or to take or not take an action, Buyer and LCRA agree
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that such consent, approval, or action or inaction will not be unreasonably withheld, delayed, or
conditioned.

Section 11.13 Definitions. Terms as used in this Agreement will have the following
meanings:

“Accounts Fayable” means those accounts payable from revenues of the Assets as described in
Section 8.6 of the Agreement.

“Accounts Receivable” means those accounts receivable as revenues of the Assets as described
in Section 8.6 of the Agreement.

“Agreement” means this Utilities Installment Purchase Agreement.

“Arbitration Procedures” means the procedures provided in Exhibit H attached hereto and
incorporated herein.

“Asset Review Period” means the period of time defined in Section 2.3 of the Agreement,
“Assets” or “System Assets” shall be those items described in Section 1.1 of the Agreement.

“Buyer” means West Travis County Public Utility Agency or any successor entity that is a
conservation and reclamation district authorized by Article XVI, Section 59, of the Texas
Constitution and is legally created for the purpose of owning and operating the Assets to
which the Wesl Travis County Public Utility Agency assigns its rights and obligations
under this Agreement.

“Buyer's Closing Certificate” means a document provided to LCRA by Buyer containing the
items listed in Section 8.4 of the Agreement.

“Central Facilities” means those portions of the Assets, including associated Properties,
consisting of the raw water intake, pump station and transmission line to the water
treatment plant located generally in the Lake Pointe Subdivision in Travis County Texas,
the water treatment piant located at the Uplands Subdivision in Travis County, Texas,
and as identified with TCEQ PWS No. 2270235, and the wastewater treatment plant and
disposal facilities located generally in the Lake Pointe, Falconhead and Spanish Oaks
subdivisions in Travis County, Texas, and permitted under TCEQ TLAP Permit No.
WQO0013594001.

“Coverage” means the funds to be paid by Obligor to LCRA as a part of the Debt Service
Payments as defined in Section 1.4.D(3)(a) of the Agreement

“Closing” means LCRA’s transfer and conveyance to Buyer of interests in the System Assets
upon LCRA’s receipt of each Equity Payment as described in Section 1.6 of the
Agreement.

“Closing Dates” means the dates upon which a Closing occurs as defined in Section 1.6 of the
Agreement.
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“Debt Service Payments” means Obligor’s payments to LCRA as described in Section 1.4.D(3)
of the Agreement.

“Debt Service Reserves” means those monetary funds reserved by LCRA to cover future debt
service payments to be made on LCRA Debt Obligations in accordance with applicable
bond covenants and is calculated annually on the basis of six months of average annual
debt service requirements on LCRA Debt Obligations.

“Developer Deposits” means the monetary funds held by LCRA pursuant to Intangible Assets
posted by a developer or owner of property served or proposed to be served by the Assets
for the purposes of securing payments to be made to LCRA for such service.

“Effective Date” means the date set forth on the first page hereof.

“Emergency Improvements™ mean those improvements to the Assets as determined by LCRA to
be necessary to prevent imminent harm to public health or safety, or to the environment,
or to the Assets,

“Environmental Laws” means all applicable federal, state and local laws and regulations,
including common law, relating to the protection of the public health, welfare, and the
environment, threatened or endangered species, protected wildlife or natural resources,
including, without limitation, those laws and regulations relating to the use, presence,
handling, generation, processing, treatment, storage, transportation, disposal, or other
management of Hazardous Substances, and the requirements of permits issued under such
laws or regulations.

“Equity Payments” shall be those payments made to LCRA by Obligor as described in Section
14.D(2).

“ESA™ means a phase one environmental assessment performed on all of the Property

“Excluded Assets” shall be those items described in Section 1.3 of the Agreement,

“Facilities” mean those items described in Section 1.2.A. of the Agreement,
“Final Reading” means the customer meter reading as defined in Section 8.6 of the Agreement.

“First Equity Payment™ means the first Equity Payment made by Obligor to LCRA as described
in Section 1.4.D(2)(a) of the Agreement,

“Fixtures” means those portions of the Facilities as referenced in Section 1.2.A.i. of the
Agreement and listed on Schedule 1-B of Exhibit A,
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“Hazardous Substances” means pollutants, contaminants, hazardous, toxic or radioactive
substances, materials or wastes, and oil or petroleum products,

“Impact Fee Funds™ means those monetary funds collected by LCRA in accordance with Chapter
395 of the Texas Local Government Code to fund the capitat improvements identified in
its most recent and effective impact fee studies for water and wastewater service.

“Initial Schedule B” means the first Schedule B prepared after Obligor makes its first Equity
Payment as described in Section 1.4.D(1)(c) of the Agreement.

“Instaliment Payments” means Debt Service Payments and Equity Payments.
“Insurance Proceeds” mean funds described in Section 6.4 of the Agreement,
“Intangible Assets” mean those items described in Section 1.2.B. of the Agreement.

“LCRA’ means the Lower Colorado River Authority or its assignee as authorized by this
Agreement. .

“LCRA Closing Certificate” means a document provided to Buyer by LCRA containing the
items listed in Section 8.3.C. of the Agreement. )

“LCRA Debt Obligations” means LCRA’s current and future debt obligations attributable to the
Assets as described in Section 1.4 of the Agreement.

“Material Facilities” means the Central Facilities, lifts stations, pump stations, storage facilities,
and pipelines twelve (12) inches in diameter or larger.

“New Raw Water Contract” means the contract for raw water to be entered into by LCRA and
Buyer as described in Section 7.5 of the Agreement,

“Obligor” means West Travis County Public Utility Agency or any successor entity that is a
conservation and reclamation district anthorized by Article XVI, Section 59, of the Texas
Constitution and is legally created for the purpose of owning and operating the Assets to
which the West Travis County Public Utility Agency assigns its rights and obligations
under this Agreement.

“Operating Cash Deficiency” means the amount of monetary funds that is needed to pay the
shortage, if any, between revenue LCRA collects from the Assets from the Effective Date
until the Operations Transfer Date as compared to: (i) operating expenses incurred by
LCRA related to the Assets from the Effective Date until the Operations Transfer Date;
and, (ii) the amounts required to pay LCRA’s May 15, 2012 debt service payment
including coverage thereon; which Operating Cash Deficiency is further defined in
Section 1.4 of the Agreement. Capital costs for Planned Improvements, Required
Improvements and Emergency Improvements are separate from, and not included in, the
Operating Cash Deficiency.
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“Operational Reserve Funds” means the monetary funds reserved by LCRA to cover three (3)
months of operating expenses associated with the Assets.

“Operations Transfer Date” has the meaning provided in Section 1.4.C. of the Agreement,

“Personalty” means those portions of the Facilities as described in Section 1.2.A.1i. of the
Agreement and as listed on Schedule 1-A of Exhibit A.

“Planned Improvements” mean: (1) utility facility reimbursement obligations paid by LCRA
pursuant to existing Intangible Assets not to exceed $150,000.00 prior to March 19, 2012;
and, (2) those capital improvements previously identified in LCRA's Business Plan or
LCRA’s Capital Plan and added to LCRA’s Asset management system or construction
work in progress list or approved by the LCRA Board (with written notice thereof to
Buyer) prior to the Effective Date provided, however, that the Planned Improvements
shall be limited to the following specific projects if the Operations Transfer Date occurs
prior to or on March 19, 2012:

L. WTC Regional WTC Disinfection Tank Hydraulic Improvements;

2. County Line PS 1308 Elevated Storage (bid only; contract award only with approval of
Buyer);

SW Parkway PS Upgrade 3,667 to 5,900;

SW Parkway 20” Main from WTP to SWPPS (design and clearin g only);

Highway 71 1280 Elevated Storage (design only; site acquisition with approval of
Buyer);

Bohl’s WWTP and System Expansion (clearing and fencing only);

Bee Cave Regional Lift Station Expansion to 1,650 gpm (design only); and,

general additions within the limits allowed in Section 5.2 E(v) or otherwise approved by
the Buyer,

Ll o

0N

“Property” means the property described in Section 1.2.C, of the Agreement.

“Purchase Price” means the amount specified in Section 1.4 of the Agreement.

“Redemption Payment” means the payment described in Sectton 8.9 of the Agreement

“Required Approvals” mean those items described in Section 3.2 of the Agreement,

“Required Consents” mean those items described in Section 3.1 of t'he Agreement.

“Required Improvements” means those improvements required by applicable local, state or
federal regulations. The Required Improvements will include repair or replacement of an

effluent pipeline located near the Shops at the Galleria.

“Review Documents” mean those documents described in Section 2.2 of the Agreement,
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“Schedule A Update” means the update to Schedule A prepared by LCRA and subject to review
in accordance with this Agreement (including but not limited to Section 1.4.D(1)Xa)
hereof) afier the Operations Transfer Date.,

“Schedule B Supplement” means the revised, supplemental Schedule B to be prepared following
each Equity Payment after the First Equity Payment as described in Section 1.4.D(1){d).

“YCEQ” means the Texas Commission on Environmental Quality or its successor agency.,
“WTC CCN” has the meaning as defined in Section 3.2 of the Agreement.

In addition, Installment Payments and Closings may be referred to by the year in which this
Agreement contemplates that such Instailment Payment or Closing will occur (e.g., 2015
Equity Payment”).

Section 11.15 Schedule and Exhibits. The following Schedule and Exhibits are
attached hereto:

Schedule A
Exhibit A Assets

Schedule 1-A Facilitiess—Fixtuses

Schedule 1-B Facilities—Personalty

Schedule 2 Intangible Assets

Schedule3  Property

Schedule4  Required Consents

Schedule5  Required Approvals
ExhibitB  Excluded Assets
Exhibit C  Operations to be Transferred on Operations Transfer Date
ExhibitD  Claims Against LCRA Affecting Assets
ExhibitE  Disclosure Regarding Location of LCRA Assets
Exhibit ¥ Opinion Letter of LCRA Counsel
Exhibit G Opinion Letter of Buyer Counsel
Exhibit H  Arbitration Procedures

Section 11.16 Third Party Beneficiarics. Nothing in this Agreement, express or
implied, is intended to confer upon any person, other than the parties hereto and their successors
and assigns, any benefits, rights or remedies under or by reason of this Agreement.

IN WITNESS WHEREOF, each party hereto has signed this Agreement or caused this
Agreement to be signed in its corporate name by its officer thereunto duly authorized, all as of
the date first above written.

Signatures on the Following Pages
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LCRA: LOWER COLORADO RIVER AUTHORITY

By: @é’/&(ﬁf L A_g% MMJ
Rebecca S, Motal
&
oy

General Manager
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|
BUYER:
by Koo, Fn0

Lawry Fox \_J /

Chair, Board of Divectors

West Travis County Public Utility Agency
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