and to obtain such further consents as may be necessary or appropriate to accomplish the
transfers contemplated in the Agreement and this document.

Grantee hereby assumes and agrees to perform all obligations in respect of the
Assigned Contracts listed in Schedule B hereto but only to the extent that such obligations
(a) are required to be performed after the Closing Date, (b) were incurred by Grantor in the
ordinary course of business and (c) do not relate to any failure to perform, improper
performance, or other breach, default or violation by Grantor under any of such Assigned
Contracts on or prior to the Closing. Subject to the limitations contained in the Agreement
(including, but not limited to, Section 11.6 thereof), Grantee releases Grantor from same.
Grantor shall remain liable for all other obligations in respect of the Assigned Contracts
and releases Grantee from same.

By this Bill of Sale, Grantor expresses its concurrence to the transfer to Grantee by
the Texas Commission on Environmental Quality (TCEQ) of those portions of Certificate
of Convenience and Necessity No. 11670 and Certificate of Convenience and Necessity
No. 20769 that relate to Facilities for the Systems listed below according to the following
“Sale, Transfer, Merger” (STM) Applications filed with TCEQ:

Hill Country Region:

Lometa Water 37704-8

Lometa Sewer 37705-5

Lake Buchanan 37593-S

Paradise Point 37594-8

Quail Creek 37606-S

Ridge Harbor Water 37605-S

Ridge Harbor Sewer 37613-S

Sandy Harbor 37607-S

Smithwick Mills 37608-S

Spicewood Beach 37601-S

Southeast Region:

Alleyton Water: 37597-8

Alleyton Sewer: 37598-8

Camp Swift, McKinney Rough, Windmill Ranch: 37595-8
(common CCN for all three systems)

Matagorda Dunes Water: 37602-S

Matagorda Dunes Sewer: 37603-S

Nothing in this Bill of Sale, express or implied, is intended to confer upon any
person or entity other than the parties hereto or their respective successors and assigns, any
rights, remedies, obligations, or liabilities.

When the context requires, singular nouns and pronouns include the plural.
References to defined terms shall refer to those terms as defined in the Agreement.
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When the context requires, singular nouns and pronouns include the plural.
References to defined terms shall refer to those terms as defined in the Agreement.

Execuled and effective on the date set forth on the first page above.
GRANTOR:
LOWER COLORADO RIVER AUTHORITY

By: %/ﬂ[‘//

W. Brady Edwards

St. Vice President, Finance TN
go/
ACCEPTED: GRANTEE:

Corix UTILITIES (TEXAS) INC.,
a Delaware corporation

By:
Name:
Title:
2014 -Bill of Sale 4 -
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Executed and effective on the date set forth on the first page above,

ACCEPTED:

2014 -Bill of Sale

GRANTOR:

LOWER COLORADO RIVER AUTHORITY

By:

W. Brady Edwards
Sr. Vice President, Finance

GRANTEE:

CORIX UTILITIES (TEXAS) INC.,
a Delaware corporation

By: (.

Name:  Kevin G. Meagher
Corix Utilities (US), Inc.

Title:
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EXHIBIT A
Facilities

Hill Country Region:

Lometa Water and Wastewater System
Lake Buchanan Water System
Paradise Point Water System
Quail Creek Water System
Ridge Harbor Water and Wastewater System
Sandy Harbor Water System
Smithwick Mills Water System

Spicewood Beach Water System -

Southeast Region:
Alleyton Water and Wastewater Systems
Camp Swift Wastewater System
Matagorda Dunes Water and Wastewater Systems
McKinney Roughs Wastewater System
Windmill Ranch Raw Water and Wastewater Systems

See attached Inventory lists.
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PURCHASE PRICE AGREEMENT

under Utilities Purchase and Sale Agreement
by Corix Utilities (Texas) Inc. and Lower Colorado River Authority

This Purchase Price Agreement is entered effective the fﬁf‘_"day of Jul 2014, by and between
Corix Utilities (Texas) Inc. (“Corix™) and the Lower Colorado River Authority (“LCRA™ to acknowledge
the purchase price under the Utilities Purchase and Sale Agreement entered into March 30, 2012, as
amended and supplemented (the “Agreement”),

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, Corix and LCRA agree as follows:

1. Agreement as to Purchase Price

1.1 Schedule A — Purchase Price Calculation, attached hereto, completely and correctly sets out the
Purchase Price and Closing Payment in accordance with Section 3.1 of the Agreement based on a
Closing Date of July 30, 2014,

1.2 The requirement to agree in good faith to a report on costs and price prior to closing, as set out in
Section 8.3 of the Agreement, is hereby satisfied,

1.3 The parties are negotiating toward an amend ment to the Agreement that will provide a Posi-Closing
Adjustment to the Purchase Price to address Post-Closing Price Adjustment and Post-Closing
Revenue Adjustment. Nothing in this Agreement shall be construed as a restriction to or limitation
on any such further amendment to the Agreement.

2. Miscellaneous

2.1 Definitions. All capitalized terms in this Purchase Price Agreement, unless otherwise defined, have
the meanings given to them in the Agreement.

22 Governing Law. This Purchase Price Agreement shall be governed by and construed in accordance
with the laws of the State of Texas.

23 Counterparts. This Purchase Price Agreement may be executed in several counterparts, and all such
executed counterparts shall constitute the same agreement. It shall be necessary to account for only

one such counterpart in proving this Amendment, Electronic signatures shall be deemed the
functional equivalent of manually executed signatures for all purposes,

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

LOWER COLORADO RIVER AUTHORITY CORIX UTILITIES (TEXAS) INC.

By: By:
: L& ]
Richard Williams, CFO Kevtf_lyéagher, VP and E})’o
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This Purchase Price Agreement is entered effective the Aot day of _Juliy

PURCHASE PRICE AGREEMENT

under Utilities Purchase and Sale Agreement
by Corix Utilities (Texas) Inc. and Lower Colorado River Authority

, 2014, by and between

Corix Utilities (Texas) Inc. (“Corix”) and the Lower Colorado River Authorlty (“LCRA”) to acknowledge
the purchase price under the Utilities Purchase and Sale Agreement entered into March 30, 2012, as
amended and supplemented (the “Agreement”). )

For good and valuable consideration, the receipt and sufficiency of which are hereby

acknowledged, Cotix and LCRA agree as follows:

1.

1.1

1.2

1.3

2.1

22

2.3

Agreement as to Purchase Price

Schedule A — Purchase Price Calculation, attached hereto, completely and correctly sets out the

. Purchase Price and Closing Payment in accordance with Section 3.1 of the Agreement based on a

Closing Date of July 30, 2014. .

The requirement to agree in good faith to a report on costs and price prior to closing, as set out in
Section 8.3 of the Agreement, is hereby satisfied.

The parties are negotiating toward an amendment to the Agreement that will provide a Post-Closing
Adjustment to the Purchase Price to address Post-Closing Price Adjustment and Post-Closing
Revenue Adjustment. Nothing in this Agreement shall be construed as a restriction to or limitation
on any such further amendment to the Agreement.

Miscellaneous

Definitions. All capitalized terms in this Purchase Price Agreement, unless otherwise defined, have
the meanings given to them in the Agreement.

Governing Law. This Purchase Price Agreement shall be governed by and construed in accordance
with the laws of the State of Texas.

Counterparts. This Purchase Price Agreement may be executed in several counterparts, and all such
executed counterparts shall constitute the same agreement. It shall be necessary to account for only
one such counterpart in proving this Amendment. Electronic signatures shall be deemed the
functional equivalent of manually executed signatures for all purposes.

TN WITNESS WHEREOF, each party hereto has signed this Porchase Price Agreement or caused

this Purchase Price Agreement to be signed in its corporate name by its officer thereunto duly authorized,
all as of the date first above written. ’

LOWER COLORADO RIVER AUTHORITY, - CORIX UTILITIES (TEXAS) INC.

By:

Richard Williams, CFO

Kevin Meagher, VP and COO

.
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SCHEDULE A

PURCHASE PRICE CALCULATION

Buyer's Rate Base (Mar 2012 PSA) 5 18,004,500.00
plus Wholesale Rate Base (Mar 2012 PSA) s 2,850,000.00
less Lometa raw water assets {Lometa Confirmation}) $ 3,905,957.060
Total Buyer's Rate Base (June 30, 2014) $  16,948,543.00
Closing CWIP - thru June 30, 2014 S 2,094,087.59
Camp Swilt WWTP Membrane Replacement $  643,221.19
June 2014 CWIP + Invoice
Matagorda Dunes GST $  261,661.15 3521300063 * 2.5% G&A
June 2014 CWIP + Partial Invoice
Spicewood Beach WTP $ 1,189,205.25 3521300068 * 2.5% G&A
Closing Working Capital s 5,813.00
Pre Paid - Lometa water rights payments s 5,813.00
Closing Price Adjustment $  (3,815,878.15)
plus capital projects completed $ 2,344,999,30
less depreciation $(5,612,851.88)
estimated depreciation - July 2014 5 {100,000.00)

687,547.17
less retired assets {472,544.90)

depreciation reduction of CIAC s
$

Section 3.5 adj {e.g., customer deposits) $ (139,416.84)
$
$

Windmill Ranch Reserve Funds (169,189.00)
Sanders assumed liability {354,422.00)

Purchase Price $  15,232,565.44
PSA holdback escrow $  (2,050,000.00)
ESA costs to be funded by LCRA $ {40,000.00)
Estimated retall revenue through July 28, 2014 S 461,195,32
O&M agreement adjustments S 75,758.28
FY2013 True Up s 75,758.28
FY2014 True Up S - to bedetermined in Oct 2014
FY2015 True up S - 1o bedetermined in Oct 2014
Closing payment from Corix to LCRA § 13,679,519.04
PSA holdback escrow S 2,050,000.00
PSA Earnest Money plus interest s {475,060.00)
Tow Village and Bonanza Beach Earnest Money S 450,000.00
Escrow payments from Corix to BNY Mellon $ 2,024,940.00




Utilities Financial Review, Water Supply Division
Texas Commission on Environmental Quality
P.O. Box 13087

Austin Texas 78711-3087

Attention: Lisa Fuentes, MC153

CONSENT

LCRA hereby confirms its consent to the transfer, amendment and/or issuance of the CCNs
referenced in Schedule A attached hereto Corix, without further input by LCRA, which written
notification may be relied upon by the Executive Director under TWC Section 13 regulations
(TWC Section 5.122 and 30 Texas Administrative Code Section 50.33).

Dated effective as of the _I_?_“Bay of M 2014.

LOWER COLORADO RIVER AUTHORITY

o AN

W. Brady Edwards
Sr. Vice President, Finance

O ooanan

Lol ¥ ]




Schedule A

Certificates of Convenience and Necessity (“CCNs”)

Application No. 37597-S and No. 37598-A

Applications from Corix Utilities (Texas) Inc. (“Corix”), A2065 and A2066 to acquire water and sewer
facilities from Lower Colorado River Authority ("LCRA") (Alleyton) and to obtain Water and Sewer
Certificates of Convenience and Necessity (“CCN”) in Colorado County.

CN: 6000253637; RN: No RN numbers are shown because the area and facilities being transferred are

not within any CCN boundaries. {LCRA)
CN: 604102301; RN: 106448079 (Corix)

-

Application No. 37595-S

Application from Corix, A2061, to transfer a portion of CCN No. 20769 held by LCRA (Camp Swift,
McKinney Roughs and Windmill Ranch) and to obtain a Sewer CCN in Bastrop County.

CN: 600253637; RN: 102687159 (LCRA)
CN: 604102301; RN: 106448079 (Corix)

Application No. 37593-S

Application from Corix, A2060, to purchase facilities and transfer a portion of CCN No. 11670 held by
LCRA (Lake Buchanan) and to obtain and amend a CCN in Burnet and Llano Counties.

CN: 600253637; RN: 101454155 (LCRA)
CN: 604102301; RN: 106448079 (Corix)

Application No. 37704-S and No. 37705-S

Application from Corix, A20282, to Transfer a Portion of CCN No. 11670 held by LCRA and to obtain a
Water CCN in Burnet, Lampasas, Mills and San Saba Counties.

Application from Corix, A2083, to transfer an uncertified wastewater system from LCRA and to obtain a
Sewer CCN in Lampasas County.

CN: 600253637; RN: 101454155 (LCRA)
CN: 604102301; RN: pending (Corix)

Application No. 37602-S and No, 37603-S

Application from Corix, A2068, to Purchase Facilities and Transfer a Portion of CCN 11670 held by LCRA

(Matagorda Dunes) and to Obtain and Amend a Water CCN in Matagorda County.

Application from Corix, A2069, to Purchase Facilities and Transfer Uncertificated Sewer Service Area
from LCRA and to Obtain a Sewer CCN in Matagorda County.

CN: 600253637; RN: No RN. The area and facilities being transferred are not within any CCN
boundaries (LCRA)
CN: 604102301; RN: Pending (Corix)

]
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‘| Application No. 37594-S

Application from Corix, A2063, to purchase facilities and transfer a portion of CCN No. 11670 held by
LCRA (Paradise Point Water System) and to obtain and amend a CCN in Llano County.

CN: 600253637; RN: 101454155 (LCRA)
CN: 604102301; RN: 106448079 (Corix)

Application No. 37606-S

Application from Corix, A2072, to Purchase Facilities and Transfer a Portion of GCN No. 11670 held by
LCRA (Quail Creek) and to obtain a CCN in Burnet County.

CN: 600253637; RN: 101454155 (LCRA)
CN: 604102301; RN: 106448079 (Corix):

Application No. 37605-S and No. 37613-S

Application from Corix, A2070, to Purchase Facilities and Transfer a Portion of CCN No. 11670 held by
LCRA (Ridge Harbor) and to Obtain and Amend a Water CCN in Burnet County.

Application from Corix, A2071, to Purchase Facilities and Transfer a Portion of CCN No. 20769 held by
LCRA (Ridge Harbor) and to Obtain a Sewer CCN in Burnet County.

CN: 600253637; RN: 101454155 (Water); RN: 102687159 (Sewer) (LCRA)
CN: 604102301; RN: 106448079 (Corix)

Application No. 37607-S

Application from Corix, A2073, to Purchase Facilities and Transfer a Portion of GCN No. 11670 held by
LCRA (Sandy Harbor) and to Obtain a Water CCN and Decertify a Portion of CCN No. 11670 in Liano
County.

CN: 600253637; RN: 101454155 (LCRA)
CN: 604102301; RN: 106448079 {Corix)

Application No. 37608-8

Application from Corix, A2074, to Purchase Facilities and Transfer a Portion of CON No. 11670 held by
LCRA (Smithwick Mills), and to Obtain and Amend a Water CCN in Burnet County. '

CN: 600253637; RN: 101454155 (LCRA)
CN: 604102301; RN: 106448079 (Corix)

Application No. 37601-S

Application from Corix, A2067, to Purchase Facilities and Transfer a Portion of CCN No. 11670 held by
LCRA (Spicewood Beach) and to Obtain and Amend a CCN, in Burnet County. '

CN: 600253637 RN: 101454155 (LCRA)
CN: 804102301; RN: 106448079 (Corix)

L
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CERTIFICATE

STATE OF TEXAS §

§
COUNTY OF TRAVIS ~ §

I, John W. Rubottom, hereby certify that I am the General Counsel and Assistant

Secretary of the Board of Directors of the Lowet Colorado River Authority (LCRA), a

. conservation and reclamation district, duly organized and existing under and by virtue of
the public laws of the State of Texas.

I further certify that the Board of Directors of LCRA, on May 21, 2014, in a
meeting posted properly in accordance with the Texas Open Meetings Act and with a
quorum present and voting, unanimously adopted wastewater service rates for LCRA’s
McKinney Roughs Nature Park and Matagorda Bay Nature Park to be effective July 1,
2014, as evidenced in LCRA Board Minute No. 14-55, duly recorded in the Board’s
minutes of the meeting. ' '

I further certify that the attached is a true and correct copy of an excerpt (Minute
No. 14-55) from the Board’s minutes of the meeting held on May 21, 2014.

TO CERTIFY WHICH, witness my hand and official seal this the jf £day of
August 2014,

Wuboﬁom, General 'Counsel
Ssistant Secretary of the
LCRA Board of Directors




LCRA Board of Directors
Minutes (excerpt)
May 21,2014

Bk ok ok %k ok vk ok sk

" The Board next took action on the Consent Agenda. Upon motion by Director
Spears, seconded by Director Ellison, the Board, by a vote of 15 to 0, unanimously
approved consent items 2,3,4,5,6,7,8,and 9 included on the May 21, 2014, Consent

Agenda, as follows:
% sk %k ok ok ok %k ok

14-55 Adoption of wastewater service rates for LCRA’s McKinney Roughs
Nature Park and Matagorda Bay Nature Park to be effective July 1, 2014, as
recommended by staff in Consent Item 6 [attached hereto as Exhibit E].

% %k %k %k ok %k ok ok
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FOR ACTION (CONSENT)

6. Adopt Wastewater Rates for Matagorda Bay
Nature Park and McKinney Roughs Nature Park

Proposed Motion
Adopt wastewater service rates for LCRA’s McKinney Roughs Nature Park and Matagorda

Bay Nature Park to be effective July 1, 2014.

Board Consideration ,
Section 8503.011 of the Texas Special District Local Laws Code states the LCRA Board will

establish rates for LCRA’s services, LCRA Board Policy 501 - Water Resources states that all

_ rates and rate changes are to be presented to the Board for approval.

Budget Status and Fiscal Impact

The proposed rates will result in the recovery of the costs of service for these two facilities,
which are currently contributing approximately the same amounts through internal transfer of
funds. Therefore, this action will be cost and revenue neutral for LCRA.

Summary

Staff recommends adopting rates shown in Exhibit A to cover the costs of providing
wastewater services to the McKinney Roughs Nature Park and the Matagorda Bay Nature Park.
These two facilities are served by LCRA’s wastewater systems located at each site. The
Wwastewater treatment systems for Matagorda Bay Nature Park and the MeKinney Roughs Nature
Park were built to serve those facilities with an eye toward adding customers in the area to
reduce LCRA parks’ costs. Historically, the water and Wastewater utility division of LCRA has

customers outside of LCRA are affected by this proposed action. The proposed volume charges
are the same as is currently charged to other customers of these systems. The proposed monthly
minimum charge is a flat fee that would apply to each respective facility:

Upon closing of the sale to Corix and consistent with the approval from the Texas
Commission on Environmental Quality, Corix will charge the rates in effect at the time of
closing, including these rates if approved. LCRA staff has provided the proposed charges to

Corix, and it has agreed with the proposed rates.

Exhibit(s)
- A - Proposed Rates

LCRA Board Agenda - May 2014 _ ) 25

EXHIBIT E




EXHIBIT A

PROPOSED LCRA WASTEWATER RATES

Volume Charge per 1,000
Customer Monthly Minimum Charge Gallons
LCRA Matagorda Bay '
Nature Park $6,300 $3.15
LCRA McKinney Roughs
Nature Park $7,600 $4.50
CoUain

26

LCRA Board Agenda - May 2014

EXHIBIT E




CERTIFICATE

STATE OF TEXAS §
§
COUNTY OF TRAVIS  §

I, John W. Rubottom, hereby certify that I am the General Counsel and Assistant
Secretary of the Board of Directors of the Lowet Colorado River Authority (LCRA), a
_conservation and reclamation district, duly organized and existing under and by virtue of
the public laws of the State of Texas.

I further certify that the Board of Directors of LCRA, on May 21, 2014, in a
meeting posted properly in accordance with the Texas Open Meetings Act and with a
quorum present and voting, unanimously adopted wastewater service rates for LCRA’s
McKinney Roughs Nature Park and Matagorda Bay Nature Park to be effective July 1,
2014, as evidenced in LCRA Board Minute No. 14-55, duly recorded in the Board’s
minutes of the meeting. ' '

I further certify that the attached is a true and correct copy of an excerpt (Minute
No. 14-55) from the Board’s minutes of the meeting held on May 21, 2014.

TO CERTIFY WHICH, witness my hand and official seal this the /4 #=day of
August 2014.
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ubottom, General Counsel
Ssistant Secretary of the
LCRA Board of Directors
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LCRA Board of Directors
Minutes (excerpt)
May 21,2014

% %k k ok ok ok ok ok

"The Board next took action on the Consent Agenda. Upon motion by Director
Spears, scconded by Director Ellison, the Board, by a vote of 15 to 0, unanimously
approved consent items 2,3,4,5,6,7,8,and 9 included on the May 21, 2014, Consent

Agenda, as follows:
& sk sk sk %k ok ok ok

14-55  Adoption of wastewater service rates for LCRA’s McKinney Roughs
Nature Park and Matagorda Bay Nature Park to be effective July 1, 2014, as
recommended by staff in Consent Item 6 [attached hereto as Exhibit E].
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c P'x® 6836 Bee Caves Road
Austin, Texas
H Y] United States 78746
Utilities

T 512.306.4000
F 512.306.4009
www.corix.com

September 16, 2013

Texas Commission on Environmental Quality
12100 Park 35 Circle,

Building F

Austin, TX

78711

Attn: Ms. Lisa Fuentes

Subject: Corix STM Applications - Redacted version of Corix / LCRA Purchase and Sale Agreement

Dear Sir / Madam

Corix Utilities (Texas) Inc. (“Corix”) has submitted several Sale, Transfer or Merger applications to the
Commission related to the acquisition of water and wastewater systems currently owned by the Lower
Colorado River Authority ("LCRA"). As part of its application, Corix submitted copies of the Purchase and
Sale Agreement (PSA) between Corix and LCRA. These materials contain sensitive pricing and financial
information both within the body of the PSA document and in the attachments. As discussed with the
Commission in our meeting on September 11, Corix believes that this information is of a confidential nature
and should not be in the public realm. We attach a redacted version of the PSA without attachments or
exhibits and request that the Commission return all un-redacted copies of the PSA to Corix.

We appreciate your attention to this request. Please do not hesitate to contact us If you have any questions.

Yours truly

Edward Yanoshita
Corix Utilities (Texas) Inc.

cc: lan Wigington, Corix
David Liesch, Corix
Ann Tuck, Corix ,

th 8 WY 9T 433 [
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UTILITIES PURCHASE AND SALE AGREEMENT
(Hill Country and Southeast)

THIS ASSET PURCHASE AND SALE AGREEMENT (this “Agreement”) by
and between the LOWER COLORADO RIVER AUTHORITY, a conservation and
reclamation district and political subdivision of the State of Texas (“LLCRA”), and Corix
Utilities (Texas) Inc., a Delaware corporation (“Buyer”), is made and entered into
effective the 30th day of March, 2012, which is the date the last party executes this
Agreement (the “Effective Date”).

RECITALS

A. LCRA owns retail water and wastewater utilities located within its service
territory.

B. The LCRA Board has determined that certain of the utilities are no longer
necessary, convenient, or of beneficial use to the business of LCRA.

C. LCRA initiated a bidding process to seek out buyers for the utilities that could
meet LCRA’s criteria.

D. Buyer has met this criteria and the purchase price is reflective of fair
compensation for sale of the Ultilities.

E. LCRA hereby agrees to sell the Utilities and Assets to Buyer, and Buyer agrees to
purchase the Utilities and 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:

L
DEFINITIONS
Section 1.1  Definitions.

A. The following capitalized terms as used in this Agreement have the following
meanings:

“Agreement” means this Asset Purchase and Sale Agreement.

“Assessments” means all assessments performed further to Section 4.3, including the
Phase I environmental assessment and, if necessary, other environmental
assessments, and an OSHA compliance audit performed on all of the Property and

CUa33



Facilities.

“Assigned Contracts” means those contracts listed and defined as such on Schedule 2 of
Exhibit A.

“Buyer” means Corix Infrastructure (US), Inc., or an assignee permitted under Section
12.3.

“Capital Expenditures” means any capital costs normally capitalized and forming part of
rate base (but never including routine maintenance) actually incurred and paid by
LCRA for replacements, expansions, enlargements, extensions or other capital
projects or improvements to the Assets, net of depreciation.

“CCN” means a Certificate of Convenience and Necessity issued by the TCEQ.

“CERCLA” means the Comprehensive Environmental Response, Compensation, and
Liability Act.

“CERCLIS” means the Comprehensive Environmental Response, Compensation and
Liability Information System.

“Closing” means completion of the transactions contemplated by this Agreement.

“Earnest Money” has the meaning ascribed in Section 3.3A; all references to “Earnest
Money” in this Agreement will include as the context permits the Initial Earnest
Money and the Second Deposit, together with all interest accrued thereon, except
where otherwise expressly provided.

“Effective Date” has the meaning ascribed in the first paragraph of this Agreement.

“Environmental Attributes” means any emissions and renewable energy credits, energy
conservation credits, benefits, offsets and allowances, emission reduction credits
or words of similar import or regulatory effect (including emissions reduction
credits or allowances under all applicable emission trading, compliance or budget
programs, or any other federal, state or regional emission, renewable energy or
energy conservation trading or budget program) that have been held, allocated to
or acquired for the development, construction, ownership, lease, operation, use or
maintenance of the Ultilities or the Assets or as of: (i) the date of this Agreement;
and (ii) future years for which allocations have been established and are in effect
as of the date of this Agreement.

“Environmental Claim” means any action, governmental order, lien, fine, penalty, or, as
to each, any settlement or judgment arising therefrom, by or from any person
alleging liability of whatever kind or nature (including liability or responsibility
for the costs of enforcement proceedings, investigations, cleanup, governmental
response, removal or remediation, natural resources damages, property damages,
personal injuries, medical monitoring, penalties, contribution, indemnification and
injunctive relief) arising out of, based on or resulting from: (a) the presence,
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Release of, or exposure to, any Hazardous Materials; or (b) any actual or alleged
non-compliance with any Environmental Law or term or condition of any
Environmental Permit.

“Environmental Excluded Assets” means the water supply, wells, tanks, pipes and

associated above ground and underground plant, equipment and other physical
assets of Bonanza Beach Water System and Tow Village Water System; in
addition, the Environmental Excluded Assets include the out-of-service
groundwater well associated with the Quail Creek Water System; such
Environmental Excluded Assets shall not include the Property and CCN
associated with Bonanza Beach Water System, Tow Village Water System and
Quail Creek Water System.

“Environmental Law” means laws, agency regulations, governmental orders or binding

agreements with governmental authorities applicable to the Utilities: (a) relating
to pollution (or the cleanup thereof) or the protection of natural resources,
endangered or threatened species, human health or safety, or the environment
(including ambient air, soil, surface water or groundwater, or subsurface strata);
or (b) concerning the presence of, exposure to, or the management, manufacture,
use, containment, storage, recycling, reclamation, reuse, treatment, generation,
discharge, transportation, processing, production, disposal or remediation of any
‘Hazardous Materials. The term “Environmental Law” includes, without
limitation, the following (including their implementing regulations and any state
analogs): the Safe Drinking Water Act, as amended, 42 U.S.C. §§ 300f et seq.,
the Comprehensive Environmental Response, Compensation, and Liability Act of
1980, as amended by the Superfund Amendments and Reauthorization Act of
1986, 42 U.S.C. §8§ 9601 et seq.; the Solid Waste Disposal Act, as amended by the
Resource Conservation and Recovery Act of 1976, as amended by the Hazardous
and Solid Waste Amendments of 1984, 42 U.S.C. §§ 6901 et seq.; the Federal
Water Pollution Control Act of 1972, as amended by the Clean Water Act of
1977, 33 U.S.C. §§ 1251 et seq.; the Toxic Substances Control Act of 1976, as
amended, 15 U.S.C. §§ 2601 ef seq.; the Emergency Planning and Community
Right-to-Know Act of 1986, 42 U.S.C. 88 11001 et seq.; the Clean Air Act of
1966, as amended by the Clean Air Act Amendments of 1990, 42 U.S.C. §§ 7401
el seq.; and the Occupational Safety and Health Act of 1970, as amended, 29
US.C. §§ 651 et seq.

“Environmental Notice” means any written directive, notice of violation or infraction, or

notice respecting any Environmental Claim relating to actual or alleged non-
compliance with any Environmental Law or any term or condition of any
Environmental Permit.

“Environmental Permit” means any permit, letter, clearance, consent, waiver, closure,

exemption, decision or other action required under or issued, granted, given,
authorized by or made pursuant to Environmental Law.

“Escrow Agent” shall be Bank of New York.
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“Final Determination” means a settlement, stipulation or other final determination of
Buyer’s first rate case, as contemplated in Section 11.3, by the regulatory
authorities and/or TCEQ that is binding on Buyer for all purposes.

“Fiscal Year” means the 12 month period ending June 30 of the relevant calendar year.
“GAAP” means generally accepted accounting principles.

“Hazardous Materials” means: (a) any material, substance, chemical, waste, product,
derivative, compound, mixture, solid, liquid, mineral or gas, in each case, whether
naturally occurring or manmade, that is hazardous, acutely hazardous, toxic, or
words of similar import or regulatory effect under Environmental Laws; and (b)
any petroleum or petroleum-derived products, radon, radioactive materials or
wastes, asbestos in any form, lead or lead-containing materials, urea
formaldehyde foam insulation and polychlorinated biphenyls.

“Impact Fees” has the meaning ascribed in Texas LGC Section 395.001(4).
“LCRA” means the Lower Colorado River Authority.

“Lometa ROFR” means right of first refusal held by the City of Lometa pursuant to that
certain Agreement for Acquisition of Water and Wastewater System Assets dated
as of October 16, 1998 between LCRA and the City of Lometa.

“OSHA” means the Occupational Safety and Health Administration.

@
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“Release” means any actual or threatened release, spilling, leaking, pumping, pouring,
emitting, emptying, discharging, injecting, escaping, leaching, dumping,
abandonment, disposing or allowing to escape or migrate into or through the
environment (including, without limitation, ambient air (indoor or outdoor),
surface water, groundwater, land surface or subsurface strata or within any
building, structure, facility or fixture).

“Relevant Impact Fees” means Impact Fees calculated pursuant to Texas LGC Section
395.001(4) which were collected on or after Fiscal Year 2001 for which an
exception under TWC Section 49.212(d) is not applicable or for which the
provisions of Texas LGC Section 395 apply with respect to the use of proceeds.

“Required CCN” means those CCNs listed on Schedule 7 of Exhibit A and for the
avoidance of doubt as the context permits “Required Rights” includes Required
CCNs.

“Required Rights” mean those contracts and other rights listed on Schedule 7 of Exhibit
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“Small Distribution and Collection Assets” means water distribution pipes and lines with
a diameter of 2” or less and sewer collection pipes and lines with a diameter of 2”
inches or less and other underground distribution and collection assets directly
associated with such pipe and lines, but not such pipes or lines or, for the
avoidance of doubt, any water supply intakes, barges, structure, dams, reservoirs
or impoundments, storage tanks, treatment plant, pump stations, lift stations,
grinder pumps, meters and measuring devises or, with respect to underground
linear pipe, water and sewer transmission mains, distribution and collection
mains, effluent discharge mains and laterals and service pipes irrespective of size
that was directly built by LCRA or indirectly built pursuant to a developer
construction, conveyance and reimbursement agreement for which such assets
were inspected and accepted by LCRA.

“Start Date” has the meaning ascribed to such term in the O&M Agreement.

“STM Application” means Buyer’s Sale, Transfer and Merger application to the TCEQ
under TWC Section 13.301.

“TCEQ” means the Texas Commission on Environmental Quality, or its successor
agency.

“Texas LGC” means the Texas Local Government Code.

“Transaction Documents” means the Escrow Agreement, the O&M Agreement, the
ROFR Agreement, the Raw Water Supply Contract, all Deeds, all Assignments of
Easements, the Bill of Sale, Assignment and Assumption, and all other contracts,
instruments and documents delivered at Closing.

“TWC” means the Texas Water Code.

“Used and Useful” means “used and useful” as such phrase and concept is understood
and applied by the TCEQ, consistent with industry standards and applicable
ratemaking regulations, in determining whether an asset is included in the relevant
rate base.

“Utilities” means the Lake Buchanan Water System, Spicewood Beach Water System,
Ridge Harbor Wastewater System, Ridge Harbor Water System, Smithwick Mills
Water System, Paradise Point Water System, Sandy Harbor Water System, Quail
Creek Water System (but not including the Environmental Excluded Assets),
Camp Swift Wastewater System, Alleyton Wastewater System, Alleyton Water
System, Matagorda Dunes Water System, Matagorda Dunes Wastewater System,
McKinney Roughs Wastewater System, Windmill Ranch Raw Water
Transmission System, Windmill Ranch Wastewater System, subject to Section
2.2B Lometa Water System and Lometa Wastewater System, subject to Section
2.2C Bonanza Beach Water System and Tow Village Water System but never the
Environmental Excluded Assets, subject to Section 2.2D Whitewater Springs
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B.

Water System, and the wastewater utility system to serve XS Ranch Fund VI, L.P.

The following capitalized terms as used in this Agreement have the meanings
ascribed in the Sections appearing opposite such terms below:

“Assets”

“Asset Review Period”
“Assignment of Easements”
“Assumed Liabilities

“Bill of Sale, Assignment and Assumption”

“Buyer Improvements”
“Buyer’s Closing Certificate”
“Buyer’s Rate Base”

“Camp Swift Contract”
“Claims”

“Closing”

“Closing Construction Work in Progress”

“Closing Date”

“Closing Payment”
“Closing Price Adjustment”
“Closing Working Capital”
“Confirmation Date”
“Deposit LC”

“Deeds”

“Emergency Improvements”
“Encumbrance”

“Escrow”

“Escrow Agreement”
“Excluded Assets”
“Excluded Liabilities”
“Exhibit G Update”
“Facilities”

“Final Reading”

“Financial Force Majeure”
“Financing Force Majeure Extension”
“Financial Documents”

“Initial Earnest Money”
“Insurance Policies”
“Insurance Proceeds”
“Intangible Assets”

“LCRA Closing Certificate”
“Leased Real Property”
“Leases”

“Lometa ROFR”

“Lometa Water Rights”
“M&M Liens”

2.1
4.1
9.5A
2.3A
9.58B
8.2A
9.6A
3.1B
2.3A(ii)
11.5
9.2
3.1B
9.1
3.1B
3.1B
3.1B
8.12
3.3D
9.5A
8.2A
7.2B
3.3B
3.3B
2.2A
2.3B
8.12
2.1A
9.9
6.4A
6.4A
72D

an
3.3A%)
7.2H()

8.4
2.1B
9.5D
7.21(ii)
7.21(ii)
2.2B
8.10
7.2B
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“Mandatory Cure Item” 4.6A

“Material Contracts” 7.2G
“New Objection” 4.6D
“O&M Agreement” 8.7
“Owned Real Property” 7.21(1)
“Permitted Capital Expenditures” 8.2
“Permitted Encumbrances” 7.2B
“Phase I” 4.3A
“Phased Closings” 9.14
“Planned Improvements” 8.2A
“Property” 2.1C
“Purchase Price” 3.1A
“Rate Base Shortfall” 3.4D(ii)
“Raw Water Contract” 8.10
“Raw Water Reservation” 8.10
“Regulatory Review Period” 4.1
“Required Approvals” 52
“Required Consents” 4.10
“Required Improvements” 8.2A(1)(2)
“Required Notices” 4.11
“Review Documents” 4.4
“ROFR Agreement” 8.9
“Sanders Trust” 2.3A(i1)
“Second Deposit” 3.3A(i)
“Statement Date” 7.2E
“STM End Date” 9.1
“Title Cure Period” 4.6A
“Upstream Raw Water Contract” 8.10
“Wholesale Rate Base” 3.1B

Section 1.2 Construction. References to Articles, Sections and clauses
without further reference are to Articles, Sections and clauses of this Agreement. The
plural usage of a defined term shall be construed to include the singular and vice-versa as
the context permits.

IL
PURCHASE AND SALE OF THE ASSETS

Section 2.1  Sale of Assets by LCRA. Subject and pursuant to the terms and
conditions set forth in this Agreement, at Closing LCRA shall sell, transfer and convey to
Buyer, and Buyer shall purchase and receive from LCRA, free and clear of any
Encumbrances other than Permitted Encumbrances, 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, tangible or intangible (including goodwill), wherever located and
whether now existing or hereafter acquired (other than the Environmental Excluded
Assets and other Excluded Assets), which comprise, or are used or held for use in
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