Section 2.03 Letters of Support by BSR. Within ten (10) days fiom the receipt of the

first annual payment required by Section 5.02 of this Agreement, but no later than seventy-two
(72) bours prior to the docketed date and time of any hearing on BSR's p;otcst by the TNRCC,
BSR shall submit an original executed letter s;.xpponing SAWS’ application for expansion of its
CCN in those a;'cas identified in Exhibit “B” generally described as the areas surrounding the
BSR CCN. The letter of support may be used by SAWS in any proceeding before the Stale of
Texas, TNRCC, or any judicial, quasi-judicial, or administrative proceeding or hearing relating
1o or evolving from SAWS’ application for expansion of its CCN into the areas surrounding the

property contained within the limits of the CCN that has been issued to BSR, however, the said

" letter may not be used in any manner directly adverse to BSR.

Section 2.04 Dedicarion of Easements, BSR shall dedicate to SAWS all easements

within existing boundaries of the BSR CCN reasonably necessary for the construction o'f wells
and supply pipeline(s) to produce and traxis;;ort water produced from wells located within the
_ existing BSR CCN pursuant to this agreement to 2 delivery point located at the limits of the BSR
CCN. Said easement(s) shall be sixteen feet (16°) in width, and shall include a twenty foot (207)
temporary construction easement(s) that shall be in existence from the time the easement is
granted until the facilities to be built within the céscmcm(s) have been constructed. The
permanent sixteen foot ( 16'} easement(s) and temporary twc‘nty foot (207) construction easement
shall be non-c’;xclusivc easements benefiting SAWS for the purpose of transporting water
produced from wells within the BSR CCN ta. the point of delivery. The cost for all engineering
ind surveying associated with the placement of the casements shall be barne by SAWS. The
location of the permanent and temporary consn;zx;:tion easements shall, to the extent possible, be

adjacent 1o the property lines or boundaries of the BSR CCN in locations that are mutually







agreeable to SAWS and BSR. In no cvent shall BSR be required to dedicate more than a total of
five (3) acres of real propcrty contained in easements within the limits of the BSR CCN as a

result of this Agreement. The location and placement of all easements shall be made cxplessly
subject to approval by BSR.and an engineer licensed by the State of Texas chosen by BSR for.

the purpose of reviewing and confirming the Jocations of said easemeats, the agreement by BSR

with respect to location hereof shall not be unreasonably withheld. In the event SAWS ceases lo

purchase water from BSR pursuant o this Agre ment, all easements provxded by BSR 10 SAWS -

hereunder shall be deemed released by SAWS and shall rever lo the Grantor thereof without any

future acrion being required as evidenced by a Memorandum of Reversion being recorded in the

Deed Records of Bexar County. Language providing for the nght of said reversion shall be

made a part of any such easements.
! !

Section 2.05 Compliance With SAWS Specifications.  Any water infrastructure to

be constructed within the boundaries of the BSR CCN shall be designed and construclt:cd

according to the published specifications for design and construction of water improvements that

are relied on by SAWS in reviewing or inspecting such improvements. BSR further agrécs to

require every lot platted and served within the boundaries of the BSR CCN to utilize a waler

meter that is of equel or better specifications than those used or required by SAWS lo connect to

the water supply system.
ARTICLE III. BSR AGREEMENT TO GIVE RIGHT OF
FIRST REFUSAL TO SAWS

Section 3.01. Right of First Refusal. In the event that BSR Has received an offer

acceptable to BSR to sell its CCN and distribution system (with or without liab{lities) 1o a third
party, SAWS shall have the Right of First Refusal to purchase the said CCN and distribution






system to be sold for the same price and under the same terms as the price and terms offered by
the respective third party purchaser. BSR is required to provide SAWS with copies of any sucb
acceptable sales agreement that pravides for the sale of the CCN or of the distribution system
within five (5) days from the date such agreement(s) are finalzed. However, if SAWS does. not
exercise its Right of First Refusal by notif);ing BSR in writing of SAWS’ intent to purchase
under the right within thirty (30) days from receipt of the third party’s sales agreement, and/or
SAWS does not deposit the funds in escrow required for the purchase within one hundred |
twenty (120) days 'frorn receipt of such ﬁgreement from BSR, then SAWS shall have forfeited its
Right of First Refusal and the consent of SAWS shall not be required for BSR to go t'orw;\rd with
‘the sale of its CCN or facilites to the aforementioned third party purchaser, without recourse by
SAWS. The Right of First Refusal provided to SAWS.pursuant to this Secfion 'shall.bc valid
unti! this agreement is terminated in whole or in part as allowed for herein. |

ARTICLE IV, OBLIGATIONS OF SAWS

Section 4.01.

General. In retumn for the rights and benefits to be conveyed to SAWS by
BSR as outlined in this Agreement, SAWS hereby agrees to perform each of the Obligations as

described and set forth in this Article for the benefit of BSR.
Section 4.02 Support _of Expansion of BSR CCN. SAWS agrees that it shall not

oppose, and shall support any attempt or action by BSR to expand the area of the BSR CCN
provided that such expansion is within fhe limits of the “Expansion Areas” identified in Exhibit
“A" which is artached hereto and made 2 part of this Agreement for all purposes. Further, BSR
| agrees that any property that is added to the area covered by the BSR CCN as a result of such -
expansion shall be subject to the Right of First Refusal held by SAWS pursuant to this

Agreement. SAWS and BSR agree that the applicable terms of this Agreement shall be applied

’J/v






to any property that is added to the BSR CCN after the date of this Agreement and to anv
Groundwater produced by or sold to SAWS from such added property. As part of the
consideration for the benefits received by SAWS under this Agreement, SAWS hereby agrees
not té oppose and to suppport the transfer to BSR of any portion of SAWS’ CCN that is located
within the “Expansion Area” for BSR's CCN expansion as identifed on Exhibit “A™, Such
support by SAWS to a expamsion or transfer under this section shali bc. provided by SAWS
pursuant to this Agreement and SAWS shall take all necessary and reasonable actions and l.make
any necessary and reasonable filings with any state agency in order to effectuate sz;idl expansion
or transfer upon written request by RSR. The right to apply for a transfer of CCN from SAWS to
-BSR to ex'pand' the BSR CCN in the “Expansion Arca”, as identified, shall be vahd until this
agreement is terminated as allowed for herein, but shall expire in the event the .B'SR CCN is
assigned or transferrred to a third party without the co.;:ent of SAWS.

ARTICLE V. PROYISION OF NON-EDWARDS WATER

Section 5.0! Provision of Non-Edwards Water. Subject to the provisions of Article I

hereof and subj'ect to availability, BSR agrees to provide SAWS, on 2n Intra-Utility Wholesale

basis, the right to produce an amount of non-Edwards water (equal to or exceeding one thousand
five hundred (1,500) acre feet per year) to be produced from property w.ithin the BSR CCN for
treatment and ultimate use as potable dnnking water by SAWS l(rcfen'ed to herein as the.
“Groundwater”). All wells and facilities used for the production of this Groundwater shall,

comply with all applicable federal, state and local standards for potable or drinking water supply

-

wells.
Section 5.02 Rate for Groundwater. In return for the right to produce and purchase the

Groundwater from within the BSR CCN and the other rights received by SAWS hereunder






during the term of this Agresment, SAWS shall pay BSR an initial payment of FIFTY

THOUSAND AND NO/100 DOLLARS ($50,000,00) being due and payable on or before the

sixtieth (60") day following the execution of this agreement by SAWS (the “Initial Payment”),

end shall pay subsequent annual payments of ONE HUNDRED THOUSAND AND No/100

Dollars ($100,000.00) being due and payable on or before the 28" day of February of each

subsequent year (the "‘Annual Payment"). The Initial Payment, and the Annual Payment shall be

non-refundable and the annual payments shall be credited toward the payment of any Quarterly

Payments, as defined herein, required to be made by SAWS, for the respective year. In the event

there is a balance of the Annual Payment that is not applied toward the Quarterly: Payments
payable in the same year, the amount of the Annual Paymcm ot used as & credit against the

Quarterly Payments shall be maintained by BSR and shall not be carried forward to thc next

year, or in any other way diminish the rcqmrcment of SAWS to make any subsequent Annual

Payments. In rctum for the said Annual Payment, BSR agrees to provide SAWS with thc n ghf to

produce up to 1,500 acre feet of Groundwater per ycar from the Trinity Aquifer Formation within

the existing boundaries of the BSR CCN at rate of ONE HUNDRED FIFTY and no/100

(3150.00) per acre foot. SAWS shall be required to pay 2 rate of TWO HUNDRED AND no/100

(5200) per acre foot for any water in excess of 1500 acre feet received from within the

boundaries of the BSR CCN by SAWS during any calendar year. The rate paid by SAWS for an

acre foot of water sald to or reccived by SAWS from within the applicable boundaries of the

BSR CCN pursuant to this agreement (5150.00 per acrc foot or $200.00 per acre foot, as

applicable) will be hereafier referred to as the “Bpise Rate™.

Section 5.03 ‘Calculation of Payments for Water Received. The amount to be paid by

SAWS to BSR for the production or purchase of Groundwater pursuant to this agresment-shall






be based on the number of acre feet of water produced from the well(s) on the property located

within the applicable BSR CCN, as metered at the point of delivery For the purpose of this

section, the Point of Delivery shall mean the point at which the water pipeline transporting the

Groundwater produced from said wells leaves the applicable boundanes of the BSR CCN
through the installed flow meter(s). SAWS, at it's cost, shall install and maintain a tamper
resistant flow meter(s) at the Point(s) of Delivery for the purpose of measunng the total number
of gallons of water produced or reéceived by SAWS pursuant to this agreement. Payment for

. water produced or received by SAWS shall be due and payable on a quarterly basis. SAWS shall

report the meter readings to BSR on the last day of each quarter in each calender year 1n 2

quarterly report duc with any applicable quarterly payments SAWS shall be responsible for
payment to BSR of a sum equal to the applicable Base Rate, times the number of acre feet of
Groundwater received by SAWS at the Delivery Point during the applicable quaft::r (the
“Quarterly Payment”). The Quarterly Payment, less the applicable cradit for the annual payment

pursuant to Section 5 .02V, shall be payable to BSR within thirty days following the last day of the

applicable quarter in which Groundwater is received. Quarterly Payments shall be delivered by

SAWS to BSR using the United States Postal Service (first class mail) or by hand delivery on or

before the date they are due to the following address:

BSR Water Company
C/o Sneckner Parmers, LTD
12255 West Avenue, Suite 5
 San Antonio, Texas 78216

BSR shall be entitled to charge SAWS interest at a rate of 10 percent per annum for any

Quarterly Payments that are not received by BSR by the 30% day following the last day of the

respective quarter in which Groundwater was received.






The Base Rate, as defined herein, for

Section 5.04 Adjustments in Base Rate.
Groundwater received by SAWS pursuant to this Agreemen, shall be reviewed and adjusted on

an annual basis during the term of this Agreement. Within ninety (90) days from the date of
execution of this Agreement, SAWS shall provide BSR with the average price pad by the

Regional Water Resources Development Group (hereafter "'Development Group™) for the lease
and for the purchase of water rights during the twelve (12) months preceding the execution of

this Agreement. The average pricc peid by the Development Group for the purchase of waler

rights during the prcccding twelve (12) month period shall be referred to as the “Initial Purchase
Rate”, and the average rate paid for the leass of water during the preceding twelve (12) month

period by the Development Group shall be hercaftes referred to as the “Initial Lease Rate”. On

an annual basis during the term of this Agreement, SAWS shall provide BSR with an accurate

g IS5
and swom statement indicating the average rate paid for the purchase of f\::vp;fex nghls, and the

average rate paid. for the lease of water rights, (on an acre-foot basis) by the Development Group,

. or any member thereof, acting on behalf of the Development Group, during the preceding twelve

A

T EDWARDE
(12) month period. The average amount paid for the purchase ofywater rights during the

preceding twelve (12) month period shall be hereafter referred to as the “Purchase Comparison

Rate”, and the average price paid during the preceding twelve (12) month period for the lease of

water rights shall be hereafter referred to as the “Lease Comparison Rate”. The Base Rate shall

be adjusted effective as of January 1* of each year during the term of this Agreement by 2

percentage equal to the greater of:

(2) the percentage difference.between the Initial Purchase Rate and the Purchase Comparison

Rate for the respective year: or

10

BA

RDS

"
5

2y
ST






(b) the percentage difference between the Initial Lease Rate and the ] ease Comparison Rate

for the respective year; o7

(c) the percentage increase in the Producer Price Index (“PPI") from the 1999 base, as -

published in the applicable yearjes* . m
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For the purpose of clarification and by way of example, in the event the Initial Purchase Rate for

water during the twelve (12) month period prior to the execution of this Agrccmcnt was $700.00

per acrc-foot, and the average rate paid for the purchase of an acre-foot of water during the

twelve (12) month period preceding the date of annual adjustment, or the comparison purchase

q}&do oﬂ(
price, was 5?«6-(‘76—96 then the Base Rate would be increased by thirty percent (30%), reflecting &L&y

the percentage difference between the Initial Purchase Rate and the Comparison Purchase Rate

plusuant to this section. This example assumes that the pcrc:ntagc difference between the [nitial

hase Comparison Rate was 2 highcr percentage than the difference

I, and the €PI-U, as

Purchase Rate and the Purc

between the Initial Lease Rate and the Lease Comparison Rate, the PP

defined sbove . Unless the aiternative pricing option is exercised by BSR during the term of this

Agreement as provided for below, the term “Base Rate” es utilized anywhere in this Agreement

in a given year, shall mean the Base Rate as identified in Section 5.03 above, as increased by

each of the cumulative Annual Adjustments anthorized by this section. Each Annual Adjustment

shall be cummlative of all previous adjustmens in the said Base Rate.

Section 5.05 Altemnative Pricing Option. SAWS reserves the right to terminate this

Agreement if the Alternative Pricing Option 13 clected by BSR for Groundwaler produced and

. gH (D
sald to SAWS from wells constructed by SAWS within.the existing BSR CCN within -i‘;—‘v-g-(-fd—

1







i

years from the execution of this Agreement. BSR may elect, at BSR’s sole discretion, at any time
during the term of this 'Agrccmcnt 10 provide Groundwaler to SAWS under an Alernative
Pricing Option as described in this section, by praviding SAWS with wrilten notification of their
election. The Alternative Pri.cing Option woﬁld become effective ninety (90) days aher the
recéipt by SAWS of written notification frc;m BSR of its election to exercise its option to
implement the Alternative Pricing Option for the sale of Groundwater. Within thirty, (30) days
from delivery to SAWS of the written notice that BSR has exercised its option to implement the
Ahemative. Pricing Option, SAWS must provide BSR with the dollar, amount required to
reimburse SAWS for any unamortized cost that SAWS has cxpched for the drilliing of any
wells within the BSR CCN and the construction of any .walcr supply pipelines or other related
infrastructure within the limits of the BSR CCN pursuant to this Agreement. BSR shall be
required to pay such unamortized costs to SAWS ;zn or béfore the sixtieth (60™) day‘ﬁ'om the
date of delivery of written notice of election to implement thé Alternative Pricing dption.
Subs;cqucnt to implcmcntétion éf the Altermatiave Pricing Option, notwithstanding any other
povisions of tﬁis Agreement to the contrary, the Base Rale shall be changed ﬁoﬁx f};e ordinary
amount to'a. ne»;/ Base Rate of $300 per acre-foot, subject to ﬁnnual adjustment. The
implementation of the Alternative Pricing Op;ion by BSR, if implemented, shall in no way
modify the review and adjustment of Basr:-. Rate on an annual basis as required by Section 5.04 of
this Agreement, In the event the Alternative Pricing Option is implemented and elected by BSR,
BSR .or its agents shall be responsible for the construction and maintenance of any and all wells,
pipch'nés, and infrastructure, located on the i:roduction side of the delivery point(s) within the

-

BSR CCN from the effective date of the implementation of the Allemative Priéing Option until

the date of termination of this Agreement.
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easement OF conveyance by BSR to SAWS within 2 reasonab

days) after the supply wells aré operational.

tenance of Well

Section 5.08 Qperation and Main

maintain all wells, pipehines, and facilities ncc:sﬁary for delt

Jocated within the BSR CCN pursuant 10 tis Agreement

water from sy segment of the pipel’mc(s) or from the wells

the watcf is used within the boundary of the BSR CCN, and

on the production side of the Delivery Paint (as defined). B

fee for each acre-foot of watet received DY BSR under that

fifty percent (150%) of the average cost for electricity paid

water from the wells operated bY SAWS within the BSI

SAWS shall have priority to the first 1300 acre feet prodt

Agreement.
ARTICLE Y1 REMEDIES IN EVE

Section 6.01  Remedics. If cither party fails

recognize the rights of the other party contemplated herei

‘such default may, in addition to any other rights that it

performance of this Agreement {hrough & court, if requiree

any other Jegal action necessary for the recovery of dama

or equitable relief. No delay or omission in the exercise ¢

right or remedy or be construed 23 & waiver of any

occurring. 1he waiver, by & Party of any condition o1 ©

any other term, covenant, of condition herein contained s
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other condition or of any subsequent breach of the same or any other term, covenant, or condition

herewn contained.
Section 6.02 gl ttormey’s Fees. Should any party employ an altorney or attomeys to

enforce any of the provisions hereof, or to recover damages for the breach of this Agreement, the

non-prevailing party in any final judgment agrees to pay the other party or parties zl] reasonable

costs, charges and expenses, including attomeys’ fees, expended or incurred in connection

therewith.

SECTION YII. MISCELLANEOUS

Survival of Representations and Warranties. The representations and

- Secuon 7.01

warranties contained herein or in any instrument or document delivered or to be delivered

" pursuant 1o this Agreement, shall survive the Closing regardless of any investigation made by or

on behalf of any party hereto.

Section 7.02 Further Assurances. The Parties hereto shall do and perform or cause to

be done and performed all such further acts and things and shall execute and deli\./ex; all such
other agreements, certificates, mmstruments, and documents, as any other party or parties ‘hcreto ‘
may reasonably request in order to carry out the intent and accomplish the pur-poscs of this
:Agrccmcnt and the consummation of the transactions contemplated hereby.

Section 7.03 Notices. All notices and other communications required or perrgittcd to 'be
given under this Agreement shall be in writing and shall be deemed to have been duly given
upon receipt thereof if delivered personally or transmitted by telex or facsimile transmission or

sent by certified or registered mall, return receipt requested, postage prepaid, to the Parties hereto

15




at the following addresses or to such other address as any party hereto shall hereafter specify by

notice to the other party hereta:
IF TOBSRTO:

BSR Water Company .
c/o Sneckner Pariners, Lid.

12255 West Avenue, Suite 5

San Antonio, Texas 78216

IF TOSAWS TC:

San Antenio Water System

1001 E. Market Street

San Antonio, Texas 78205

Attention:  Michael F, Thuss P.E.
President and Chief Executive Officer

Section 7.04 Entire Agreement. This Agreement constitutes the entire agreement
between the Parties hereto and supersedes ‘all prior agreements, understandings, and
arrangements, oral or written, between the Parties hereto with respect to the subject matter

hereof.
Section 7.03 Binding Effect - Benefits. This Agreement shall inure to the benefit of and

shall be binding upon the Parties hereto and their respective successors and assigns.

Section 7.06 Amendments and Waivers. This Agreement may not be modified or

‘amended except by an instrument or instruments in writing signed by the party against whom
enforcement of any such modification or amendment is sought. The waiver by any party hereto

of a breach of any term or provision of this Agreement shall not be construed as a waiver of any

subsequent brzach.

Section 7.07 Section and Other Headings. The section and other headings contained in

this Agreement arc for reference purposes only and shall not be deemed to be a part of this

Agreement or to affect the meaning or interpretation of this Agreement.

16




Section 7.08 Execution in Counterpants. This Agreement may be executed in any number

of counterparts; each of which shall be deemed to be an original and all of which together shall

be deemed to be one and the same instrument.

Section 7.09 Governing Law. This Agreement shall be construed and enforced 1n

accordance with and governed by the laws of the State of Texas.
Section 7.10 Expenses. Each party hereto shall pay its own cost and expenses (including

altorneys' faes) incidental to the negotiation, preparation and consummation of this Agreement.

Section 7.11 Exhibit. The Exhibit annexed hereto is made a part of this Agreement as if

set forth in full herein.

- Section 7.12 Severabilitv. If any term or provision of this Agreement is hereinafter held

to be invalid or unenforceable for any reason, the rcma.indcr of this Agresment shall rlzot be
affected thereby and each term and provision of this Agreement shall be valid arid cnfo_rccz'i to the
fullest extent not prohibited by law. "
Section 7.13  Force Majeare. 1If, after 2 good faith effort, either party should be

prevented from complying with any express or implied covenant of this Agrcr;m;:nt. o;' from
producing any marketable water pursuant to Article VI. herein, by reason of sn;arcity of water or‘.
inability to obtain or to use equipment or material, or by operation of force majeure, including
war, rebellion, riots, strikes, acts of God, or any other valid Federal or State rule or rcgulatién.
then while so prevented, that party’s obligation to comply with such covenant shall be -
suspended, and that party shall nat be ‘liablc for damages for faflure to comply with therewith.
Additionally, the effective peried 1 Agresment shall be extended so long as that party is

prevented from complying with any such affected covenant, by any such cause; and the time
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while that party is so prevented shall nat be counted against that party, anything in this

Agreement to the contrary notwithstanding.

Section 7.14 Extension of Term of Agreement, This Agresment may be extended for
up to three (3) additional consecutive terms of five (5) years cach, unless SAWS informs BSR of

the desire not to automatically extend in writing at least six (6) months prior to the expiration of

this Agreement, or of a consecutive five (5) year extension thereof.

In the event unfavorable conditions develop that are

Section 7.15 Termination,

directly related to the provision of Groundwater from BSR to SAWS pursuant 1o this Agreement,
and such unfavorable conditions are outside of the reasonable control of SAWS, SAWS may
terminate those portions of this Agreement obligating SAWS to produce and SAWS to purchase
Groundwater provided that the requirements of this section are fully complied with and S_AWS
provides BSR with six (6) months advanced notice of such termination. In the event SAWS
elects to terminate the provisions of this Agrecment pertaining to the sale by BSR and purcf;asc
by SAWS of Groundwater, SAWS shall provide wrilten notice of intent to terminate to BSR by
certified mail, return receipt requested, six (6) months prior to the proposed date of tcrmi;mtion.
The written notice must indicate clearly that SAWS intends to terminate the provision of water'
by BSR to SAWS pursuant to this Agreement and, specifically, pu-rsua.n't to the terms of this
section, and shall with specificity indicate cach reason that SAWS is making the basis for _thc'
termination that represent unfavorable conditions beyond SAWS’ reasonable ‘control. Upon
receipt of the said notice for termix;ation, BSR shall,'at SAWS' cxpense, have an appraisal

performed of the: (i) amortized value of all wells and related equipment and infrastructure

:

installed by SAWS within the BSR CCN as 2 result of this Agreement; and (i) of the value of

the remaining unexpired term of this Agreement to BSR given ordinary market conditions and
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considering all conditions then existing affecting production of groundwater. The difference
between the remaining amortized velue of the improvements owned and installed by SAWS
within the BSR CCN, and the sum of the remaining value to BSR of the unexpired term ofthis.
Agreement as of the date of notice of termination shall equal the amount required to be paid by |
SAWS to BSR in ordcx; to effectuate termination of the provisions of this Agresmen! pertaining
to the sale by BSR and purchase by SAWS of-Groundwater (the “Termination Cost”). The
obligation of SAWS to purchase Ground.water from BSR, and of BSR to provide Groundwater to
SAWS, shall effectively tcrmina-tc upon receipt by BSR of the uncontested Termination Cost of
' this Apgreement as described above. In the event the value to be paid by SAWS to BSR in order |
to terminate the applicable sections of this Agrcc':ment is contested by BSR, the Teﬁination Cost
shall be determined Ey an unbiased panel of appraisers. In the event arbitralion is neessary,
both SAWS and BSR shaﬁ have the right to choose one appraiser and the two (2) appraiﬁérs shall
agree on the third to form the panel for preparing the appraisal. The ﬁpal appraisal of thc;ancl
establishing the Termination Payment according to the formula provided for abov; shall be final
and binding on both parties. Tﬁc nght to terminate under this section may not be c;:erciscd
-beforc'thc expiration of two (2) years from the effective date of this Agreemcnt or any..

subsezquent extension or renewal hereof.

Section 7.16 Assignment. This Agreement shall be binding on the parties hereto and
their respective heirs, representatives and successors. Neither party may assign its interest in this
Agreement ;a/iﬂuout the written consent of the other party, which consent may not be
unreasonably withheld or delayed. .As a conditioﬂ to its consent, either party may require the

other party's assignee to assume in writing all of the assignor's obligations under this
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Agreement, Except as otherwise provided herein, any altempied transfer or assignment without

the written consent of the other party shall be void and confer no rights upon any third parties.

SECTION VIII. INSPECTION AND QOPTION PERIQD

Section 8.01 [nspection and Option Period. Any provision above lo-the contrary not

withsianding, in return for the payment by SAWS to BSR of an option payment in the amount of
Fifty Thousand and No/100 Dollars (550,000.00)‘ to be paid 'within ten (10) days after the
exccution of this Agreement, the “Option Payment”, BSR agrees that SA.WS shall have 180 days

from FcbmarngOOO to dnll the test well;t, and conduct the flow tests required by Section 5.06 QV(
of this Agreement. If during the said 18d day period none of the test wells required to be drilled

and tested hereunder provide “adequate flow” as required by Section 3.06 above, then this

Agreement shall terminate provided that before the expiration of the option period SAWS

informs‘BSR in writing that none of the said test w;:lls were capable of producing adequa't; flows

pursuant to Section 5.06 of the Agreement. In the event this Agreement Is terminated durin'l'g the

option period, t.hen.thc Oétion Payment s}.xall be considered by the parties to be the Initial

Payment made in satisfaction of ‘Section 5.02 of Lhis Agreement, but will not be ;:re;ii.ted to the’
purchase of Grounawater. In the event this Agreement is terminated during the Option _Pcﬁod,‘l
all wells and infrastructure installed by or on behalf of SAWS shall be considered the property of

BSR as additional consideration for the granting of the said Option Period td SAWS. If this

Agreement is not terminated pursvant to this section, the Agreement will be considered in full

force and in effect as provided for in Section 1.01 \'.hrough 7.16, above.

cth

day of Febiuey 3000,

The effective Date of this Agreement shall be the é&

20



Executed jn multiple original counterparts as of the date and year written below the

- respective signatures of the Parties.

BSR WATER COMPANY

By w)\-éfwéa@f«

W. R. Sneckner, Jr.
Title: President

~ Date: Q ‘@ -2200,0

SAN ANTONIO WATER SYSTEM

MICHAEL F. THUSS, P.E. ,
Title: President and Chief Executive Officer

Date:

2]




ACKNOWLEDGMENTS

STATE OF TEXAS §

COUNTY OF BEXAR " §

BEFORE ME, The undersigned a Notary Public, on this day personally appeared W. R.
SNECKNER, JR., known to me to be the person whose name is subscribed to the foregoing
instrument and acknowledged to me that the same was the act of said person W. R. SNECKNER,
JR., and that he has executed the same as President of the BSR WATER COMPANY, for the

n the capacity therein staled.

purposes and consideration therein expressed and i
Given under my hand and seal of office this -f]‘“'\day ofﬁ%&ﬁu_@ff 2000.
%QMMCL@&J\

Notary Public - State of Texas

STATE OF TEXAS §

COUNTY OF BEXAR §

BEFORE ME, the undersigned a Notary Public, on this day personally. appeared
MICHAEL F. THUSS, P.E., known to me to be the person whose name is subscribed to the
foregaing instrument and acknowledged to me that the same was the act of sad person.
MICHAEL F. THUSS, P.E., and that he has executed the same as President and Chief Executive
Officer of the San Antonio Water System, for the purposes and consideration therein expressed

and in the capacity therein stated.

day of ., 2000.

Given under my hand and seal of office this

Notary Public — State of Texas
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EXHIBIT “C”

MINIMUM SPECIFICATIONS FOR TEST WELLS

Each test swell shall have a casing of at least twelve inches (12”) In diameter and 2 liner
of no less than eight inches (87). The wells shall be ddiled to a depth of at least 900 feet (900").
If the well(s) do not appear to have adequate flow, at the time of drilling the maximum allowable
quaniity of acid will be utilized to maximize the production of water from the wells. Flow tests
shall be conducted using the most efficient pump apparatus capable of being placed in or on top
of the well structure, and having a minimum strength of at least 25 hp or other greater strength as

may be required to meet flow requirements.

SAWS and/or its agent shall use their best efforts to cause all water produced during the

flow test of the test well(s) 10 be conserved, and not to be wasted, by causing said water to be
flowed or diverted into the existing stock tanks located within the existing boundanes of the BSR
CCN. BSR represents that it has obtained, and SAWS hereby is given the right to enter onto the
property located within the existing boundaries of the CCN for the purpose of drilling such test
wells, conducting such flow tests, and taking other reasonable actions necessary for performing

“said actvites.

FAE& A FilesQESN\BSR-SAWS-FINAL-AGREEMENT 2-8-00.doc
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O FIRST AMENDMENT

AND SERVICE AREA SETTLEMENT AGREEMENT

?"‘\/ TO THE WATER SUPPLY CONTRACT

The First Amendment to the Water Supply Contract and Service Area
Settlement Agreement (the "Amendment’) is made and entered into to” be
effective as of the 21 day of {4 arch , 2001 by and between the San
Antonio Water System, an agency of the City of San Antonio, a Texas municipal
carporation ("SAWS") and BSR Water Company, a Texas corparation ("BSR").

Recitals

Whereas, SAWS and BSR entered into that certain Water Supply Contract
and Service Area Setilement Agreement, dated February 15, 2000 (the
“Agreement”) for the purchase of water by SAWS from BSR and the settlement
of certain service area issues between SAWS and BSR; and

Whereas, SAWS and BSR now desire to amend the Agreement to allow
SAWS additional time to drill and construct the required wells and to modify the
Agreement as set forth below. -

Agreement a

NOW, THEREFORE, for and in consideration of the Agreement of BSR to
extend the time for construction of wells, SAWS and BSR agree to the following

amendments to the Agreement;

1. All capitalized terms used in this Amendment, fo the extent not otherwise
expressly defined herein, shall have the same meanings ascribed to such

terms in the Agreement.

2. Section-5.07 of the Agreement is hereby amended and restated in its
entirety as follows: : '

a. SAWS shall construet, at its sofe cost, any and all pipelines that are
necessary for delivery of water under this Agreement within or upon
the property dedicated through easement or conveyance by BSR to
SAWS within a reasonable time (not to exceed ninety (90) days)
after the supply wells are operational. '

b. SAWS, at its sole expense, shall extend a water line to the new
residence being built within the BSR CCN. This water line will
provide water to the new residence but the water will not be
chlorinated. Chlarination is solely at the option and expense of
BSR. Water will also be supplied to the two stock tanks located on




3.

the property as shown in Exhibit "D, aftached hersto and
incorporated herein for all purposes. SAWS will determine the
most ecanomic method and line sizing to provide these services at
adequate pressure and flows for the intended purposes and will
install flow meters to determine the amount of water that is used for
these purposes. Water flow meters shall be installed at the
deviation point from any SAWS well installation or SAWS installed
distribution line. BSR may install additional services and meters on
the service line provided they are on the outlet side of the flow
meter to be installed by SAWS. BSR explicitly understand and
agrees that such provision of service to the residence does not
infringe upon the “rights and privileges” of the BSR CCN.
Additionally, BSR will pay SAWS for the water received by BSR for
the new residence and two (2) stock tanks through the SAWS flow
meters pursuant to the terms of Section 5.08 of the Agreement.
BSR shall not pay SAWS for water recsived by BSR from the
existing well(s) described in Subsaction C below.

On a temporary basis, until the water supply line to the new
residence required in Subsection B, above can be constructed,
SAWS will install a 2" diamster water line from the existing well(s)
to the new residence on the BSR property. SAWS will verify that-
sufficient water production is available to supply both residences
within the BSR CCN. SAWS, at its cost, will perform the actions
required to provide temporary water to the residences. These
temporary improvements. will be used and maintained by SAWS
until the facilities in Subsection B above are completed, after which
the temporary impravements will be left in place and become the
property and responsibility of BSR.

Section 5.06 of the Agreement is hereby amended and restated in its
entirety as follows:

a.

SAWS shall apply to the Texas Natural Resource Conservation
Commission (the “TNRCC") for a permit to drill the additional wells,
as public drinking water supply wells, within sixty (60) days from the
execution of this Agreement, however, SAWS wil make -all
reasonable efforts to apply for such permits within thirty (30) days.
SAWS shall have the additional wells under construction on or
before August 24, 2001. SAWS shall drill, complete and construct
test well(s) according to the minimum specifications on Exhibit “C",
perform a flow test on the test well, and provided adequate flow
exists, convert the test well into a production well. |n the event the
initial test well fails to provide adequate flow results when tested,
SAWS shall' be required to drill and complete a second test well at

a location within the BSR CCN that is mutually acceptable to BSR



and SAWS. SAWS shall, likewise, be required to conduct a flow
test on the second test well, if required, and convert the second test -
well to a production well contingent upcn adequate flow indicating
that the test well field contemplated by the Agreement (up to eight
(8) wells) will maintain sustainable production of 1500 acre feet per

 year. SAWS shall use its best efforts to drill and construct the test
wells in a manner to optimize production including, but not limited
to, the completion of these wells into the Lower Trinity and Cow
Creek Aquifers and the use of acid to enhance production.

b. If the required test well(s) demonstrate the ability to. produce
adequate quantities, as described above, of Groundwater on a
sustainable basis, SAWS ‘shall drill, construct, and produce
Groundwater from at least three (3) production wells located within
the BSR CCN pursuant to this Agreement within twelve (12)
months from the date the first successful test well is completed.
SAWS shall supply BSR with copies of specifications and bids far
all wells constructed under this Agreement in a timely manner.

c. In the event one or more of the water wells o be drilled on the
property on behalf of SAWS do not provide adequate flow results to
justify conversion into production wells, these wells shall be leftin a
usable condition and shall not be plugged or sealed. If BSR opts to
have any such wells left open, BSR shall assume the responsibility
for appropriately plugging or valving any such wells as well as any
liability associated with these wells. If BSR opts to not leave the
wells open, SAWS shall promptly plug the wells at SAWS expense.

d. SAWS shall drill the wells constructed by SAWS within the BSR
CCN to at least a depth through the Cow Creek formation, SAWS
shall use appropriate techniques to insure that sufficient efforts
have been made to locate adequate supplies of groundwater from
the Lower Glen Rose and Cow Creek Aquifers as part of the BSR

well drilling project.

The Exhibit “D" which is referenced in Section 5.07b. above is attached to
-the Amendment since it is a new exhibit.

Except as amended herein, the terms and conditions of the Agreement
shall continue in full force and effect and are hereby ratified in their

entirety.

This amendment may be executed in one (1) or more counterparts, each
of which when taken together shall constitute but cne and the same
Amendment. Counterparts bearing facsimile signatures shall be deemed

to constitute originals.




Executed to be effective as of the date first written above

BSR WATER COMPANY

SAN ANTONIO WATER SYSTEM
By:l&@ —~ By{ (~/X\

Printed Name: (0.2, SN

yeEng Printed lame 601(“9 (cﬁé/-}g,c.
Date: 5-2‘7-0} ' Date: C}‘)\M_ 7’/ ! 0oy

STATE OF TEXAS §-

§
COUNTY OF BEXAR §

A1%,
This instrument was acknowledged before me on the day of
MMC)/\

, 2001, by W.R Snecyner, Ir , of BSR
Water Company, a Texas corporation, on behalf of said corporation

\ ’
N NQU\MJLHLVW
TERRI L. HORN |

\ Notary Publle, State of Texas Notary Public, State of Texas
J My Commission expires
ve J.u h.m — My commussion expires_ ]/ {2 o\
STATE OF TEXAS §

§
COUNTY OF BEXAR  §

s instrument was acknowledge

before -m the day of
, 2001, by VETAY4 i/yz,.,e._. , of San

Antonio Watef System an agenq’ym‘f‘gﬁg"@tgy df San Antomo Jexas, on behalf of
_ said agency.

%o@@%

" XS, é\lotary Public, State of Texas
%, 3-21200>

o,
"""nuum\““\

.:\\\
Mg

My commission expires: 3 s/ =0 o



FIRST AMENDMENT
53

Y9

TO THE WATER SUPPLY CONTRACT
AND SERVICE AREA SETTLEMENT AGREEMENT

The First Amendment 10 the Water Supply Contract and Service Area
Settlement Agreement (the «amendment’) is made and entered intc to be

effective as of the a’)ﬁ‘day of M S 2001 by and between the San
Antonio Water System, an agency of the City of San Antonio, a Texas municipal

corparation ("SAWS") and BSR Water Company, @ Texas corporation ("BSR").
Recitals

Whereas, SAWS and BSR entered into that certain Water Supply Contract

and Service Area Settlement Agreement, dated February® 15, 2000 (the

“Agreement’) for the purchase of water by SAWS from BSR and the settlement

_ of certain service area issues between SAWS and BSR; and

Wﬁereas, SAWS and BSR now desire to amend the Agreement 10 allow
SAWS additional time to drill and construct the required wells and to modify the

pAgreement as set forth belaw.

Agreement

NOW, THEREFORE, for and in consideration of the Agreement of BSR o
extend the time for construction of wells, SAWS and BSR agree to the following

amendments 1o the Agreement:

1. All capitalized 1erms used in this Amendment, to the extent nat otherwise
expressly defined herein, shall have the same meanings ascribed to such

terms in the Agreement.

2. Section 5.07 of the A‘greement is hereby amended and restated in its
| entirety as follows: "

a. SAWS shall construct, at its sole cost, any and all pipelines that are-
necessary for delivery of water under this Agreement within or upon

the property dedicated through easement or conveyance by BSR 10
SAWS within 2 reasonable time (not to exceed ninety (90) days)

Sfter the supply wells are operational.

b. SAWS, at its sole -expense, shall extend a water line to the new
residence being built within the BSR CCN. This water line will
provide water to the new residence out the water will not be °

chlorinated. Chiorination -is sofely 4t the option and expense of
pSR. Water will also be supplied to the two stock tanks located on




3.

the property as shown In Exhibit "D, aftached hereto and
incorporated hereln for all purposes. SAWS will determine the
most economic method and line sizing te provide these services at
adequate pressure and flows for the intended purposes and will

. install flow meters ta determine the amount of water that is used for

these purposes. Water flow meters shall be installed at the
deviation point from any SAWS well installation or SAWS installed
distribution line. BSR may install additional services and meters on
the service line provided they are on the outlet side of the flow
meter to be installed by SAWS. BSR explicitly understand and
agrees that such provision of service to the residence-does not
infringe upon the ‘rights and privileges” of the BSR CCN.
Additionally, BSR will pay SAWS for the water received by BSR for
the new residence and two (2) stock tanks through the SAWS flow
meters pursuant to the terms of Section 5.08 of the Agreement.
BSR shall not-pay SAWS for water received by BSR from the
existing well(s) described in Subsection C below.

On a temporary basis, until the water supply line to the new
resldence required in Subsection B, above can be constructed,
SAWS will install a 2" diameter water line from the existing well(s)
to the new residence on the BSR property. SAWS will verify that
sufficient water production is available to supply both residences
within the BSR CCN. SAWS, at its cost, will perform the actions
required to provide temporary water to the resldences. These
temporary improvements Wwill be used and maintained by SAWS
until the facilities in Subsection B above are completed, after which
the temporary improvements will be left in place and become the

property and responsibility of BSR.

Section 5.06 of the Agreement is hereby amended and restated in its
entirety as follows:

a.

SAWS shall apply to the Texas Natural Resource Conservation
Commission (the “TNRCC") for a permit to drill the additional wells,
as public drinking water supply wells, within sixty (80) days from the
execution of this Agreement, however, SAWS will make all.
reasaonable efforts to apply for such permits within thirty (30) days.
SAWS shall have the additional wells under construction on or
before August 24, 2001. SAWS shall drill, complete and construct
test well(s) according to the minimum specifications an Exhibit “C”,
perform a flow test on the test well, and provided adequate flow
exists, convert the test well into a production well. In the event the
initial test well fails to provide adequate flow results when tested,
SAWS shall be required to drill and complete a second test well at
a location within the BSR CCN that is mutually acceptable to BSR



and SAWS. SAWS shall, likewlse, be required to conduct a flow
tast on the second test well, if required, and convert the second test
well to a production well contingent upan adequate flow indicating-
that the test well field contemplated by the Agreement (up to eight
(8) wells)-will maintain sustainable production of 1500 acre feet per
year. SAWS shall use its best efforts ta drill and construct the test
wells in 2 manner to optimize production including, but not Jimited
to, the completion of these wells Into the Lower Trinity and Cow
Creek Aquifers and the use of acid to enhance production.

b. If the required test well(s) demonstrate the ability to produce
adequate quantities, as described above, of Groundwater on a
sustainable basis, SAWS shall drill, construct, and produce
Groundwater from at least three (3) production wells located within
the BSR CCN pursuant to this Agreement within twelve (12)
months from the date the first successful test well is completed.
SAWS shall supply BSR with copies of specifications and bids for
all wells constructed under this Agreement in a timely manner.

In the event one or more of the water wells to be drilled on the
property on behalf of SAWS do not provide adequate flow results to
justify conversion into production wells, these wells shall be leftin a
usable condition and shall not be plugged or sealed. If BSR opts to
have any such wells left open, BSR shall assume the responsibility
for appropriately plugging or valving any such wells as well as any
_ liability associated with these wells. If BSR opts to not'leave the
wells open, SAWS shall promptly plug the wells at SAWS expense.

d. SAWS shall drill the wells constructed by SAWS within' the BSR
CCN to at least a depth through the Cow Creek formation. SAWS
ghall use appropriate techniques to insure that sufficient efforts
have been made to locate adequate supplies of groundwater from
the Lower Glen Rose and Cow Creek Aquifers as part of the BSR

well drilling project.

The Exhibit “D" which Is referenced in Section 5.07b. above is attached to
the Amendment since it is a new exhibit. ‘ '

Except as amended herein, the terms and conditions of the Agreement
shall continue in full force and effect and are hereby ratified in their

entirety.
This amendment may be executed in one (1) or more counterparts, each

of which when taken together shall canstitute but one and the same
Amendment. Counterparts bearing facsimile signatures shall be deemed

to constitute ariginals.



Executed to be sffective as of the date first written abave.

BSR WATER COMPANY SAN ANTONIO WATER SYSTEM

By:l{g —~ By ( ~ :
Printed Name: W.K. & B 3R, Printed Rame: (éa fdal (( JZ/AJJ_'] "
Dater___=- -0 Date: %jd_ J( 0oy

. STATE OF TEXAS §
COUNTY OF BEXAR §

This instrument was acknowledged before me on the 0/17 day of
SN 2001, by W.2 - Sneckper, Jr , of BSR
Water Company, a Texas corporatlon on behalf of said corporation.

QL/\»C E’L)’{vw/

Notary Public, State of Texas

My Cornmlsslon explres &
‘ July 12,2001 : o .
.o uy U My commission explresj_}ﬂ,lg\

STATE OF TEXAS §
§

TERRI L. HORN ;
Notary Public, State of Texas :

COUNTY OF BEXAR  §

is instrument was acknowledgeds before -m the j[ day of
, 2001, by yytet ?{421”., , of San
Antonlo Wat System an agenq}@‘f‘@‘?’@t c{f San Antonio, Texas, on behalf of

",

said ;gfancy §$ N Yy ’9 ,
§€: § ;1 7 éé
EREN i = 00 @VQ/MQ
EXEN ‘7750,—4'& s ’ e
?,,’o e, ExPIRES, o §\Iotary Public, State of Texas

’,” 03' ..-.Ob'

&
g 21-20 s
g™ My commlssmn expires: ﬁ ~<{0 07/



BSR WATER COMPANY
1225835 West Avenue
San Antonio, Texas 78216
(210) 342-5214 Telephone
(210) 342-1034 Facsimlle

March 7, 2000

Texas Natural Resource Conservation Commission
Water Utilities Division ) .
Utility Rates and Service Section, MC-153

P.O. Box 13087
Austin, Tcxas 78711-3087

Re:  Withdrawal of Protest and Request For 2 Contested Case Hearing on Application
No. 32248-C to Amend Certificate of Convenience and Necessity (“CCN") 10640

Dear Sir/Madam:

As you are aware, the San Antonio Waler System (*SAWS") has filed an application
with the Texas Natural Resource Conservation Commission (“TNRCC") to amend CCN No.
10640. BSR Water Company (“BSR”) subsequently filed a Protest and Request for Public
Hearing on Application No. 32248-C with the TNRCC pursuant to the requirements set forth in

the Public Notice on the Application.

Since that time, on February 15, 2000 BSR entered into a Water Supply Contract and
Service Area Settlement Agreement with SAWS and reached resolution of the issues cited in our
protest. Pursuant to the terms of that certain agreement, please accept this letter as a formal
withdrawal of the Protest and Request for Public Hearing on Application to Amend CCN,

Application No. 32248-C submitted by BSR,

We appreciate your professionalism and courtesy in this matter and should you have, }xny
questions, please do not hesitate to contact us, o <

Respectfully yours,
BSR WATHR COMPANY

By:

W.R. Sneckner, Jr.,"

cc: Mr, Chris Powers
San Antonio Water System
Via fax: (210) 704-7208

F\E&AVA04 1\TNRCC.SAWSprotest02.22.00.doc




INTERLOCAL OPERATIONAL AGREEMENT
CCN SERVICE AREAS
SAN ANTONIO WATER SYSTEM
&
BEXAR METROPOLITAN WATER DISTRICT

1. Between June 1998 and January 1999 the San Antonio Water System
(SAWS) filed multiple applications to amend its Certificate of Convenience
and Necessity for potable water service with the Texas Natural Resource
Conservation Commission (TNRCC). Some of these applications resulted in
conflicting areas of interest for both utilities.

2. - Recognizing that prolonged legal proceedings are in neither utility’s best
interests, SAWS and Bexar Met initiated a series of negotiations to try and
resolve their differences without legal action. :

3. This agreement recognizes those efforts and delineates the agreement
reached by the respective staffs of SAWS and Bexar Met. The principles
underlying this agreement were endorsed by executive management at
‘both utilities and by. the Water Resources Committee of the SAWS Board

of Trustees.

4, . Application No. 32243-C (area along IH 10 W). SAWS will amend its
existing application to exclude everything east of IH 10 as depicted in the
attached map (Map 1). Bexar Met wil then be free to file a CCN
application for that area. SAWS agrees not to oppose Bexar Met
application. Bexar Met agrees to withdraw its opposition to SAWS
Application No. 32243-C, as amended, and to App.licatior'l No. 32244.

5. Application No. 32248-C (area along U.S. 281 N). SAWS agrees to amend

its existing application to exclude the currently uncertificated areas west

of U.S. 281. SAWS further agrees to rescind its Application No. 32245-C.

SAWS further agrees to decertify that portion of its existing certiﬁcated\

service area that is bounded by the western property line of the Mountain

Lodge subdivision and south of Wilderness Oaks Drive (Map 2). Bexar

Met will then be free to file an application with TNRCC to include those
.. properties in its CCN.=In return, Bexar Met will rescind its protest pending .. o ..o
... at . TNRCC_for_ SAWS._ Application” No. "32248-C, “as_amended, "and to -

" ‘Application Nur’nbe‘rs‘32251'-C 32295-C :

"32250-C, 32252-C, 32253-C.*

’

6. Application No. 32246-C (area along FM 471 and State
* .77 western Béxar County).;”SAWS agrees to amend its exist

inclu are 3.=-SAWS 'will not oppose

ng dpplication to
‘application - that

g



Bexar Met may file for the remaining portion of that application in the
future. Bexar Met will decertify the area covered by Application No.
372247-C to SAWS and will decertify its portion of the existing dual
' certification with SAWS for the area adjacent to Applicaton No. 32247-C,
except that subdivision developed by Mr. Gordon Hartman that is
presently being served by Bexar Met. : ‘

L
ACCEPTED AND AGREED TO THIS 22 DAY OF 5?7‘/‘“%"" , 2000.

' , M szl

Michael F. Thuss, P.E. - Thomas C. Morend
President/CEO General Manager/CEO

San Antonio Water System Bexar Metropolitan Water
District C
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2529 Mossrock » Sulls 204
San Antonlo, Taxas 78230
Telephone {210) 340-2200
Fax (21Q) 340-2577
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FAX TRANSMITTAL COVER SHEET

Date: September 19, 2000
To: Mark Zeppa . (512) 346-6847
From: North O. West

Number of Pages to follow (including cover page) 4

IN RE: CCN Division Agreement between BexarMet and SAWS

Dear Mark:

There follows copy of a document worked out betweon kay

" BexarMet staff and key SAWS staff (namely Chris Powers) whereby

each party will withdraw certain ocbjections in certain pending

cases and agree not to object to the other party’s future CCN
applications for certain areas.

You can see that this document is more like a memo than an
agreement, and probably needs a lot of formalizing and lawyering to
make it into a good binding document., It probably also needs
something akin to a “"closing” where the parties exchange “withdraw
letters” and maybe even exchange “no opposition letters” for the
receiving party to use with their future applications; however, I
have basically been instructed as follows:

1. BexarMet is thrilled and shocked that SAWS is indicating
a willingness to sign this document;

2. BexarMet does not want to do anything to derail thisg
' apparent spirit of cooperation;

3. BexarMet wants to get something signed as soon as
possible before somebody (i.e., a SAWS board member, SAWY

staffer, City Councilperson, influential developer, etc.)
says they don’t like some aspect of the agreement ;

BMWDO000029
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4. While BexarMet wants your advise and wants me to do wy
duty as general counsel in this regard, they want it done
in keeping with items 1. through 3. above.

Accordingly, my thought is to put tegether something which
says what formal, intexlocal agreements normally say on the first
page (parties, authorities, recitals, etc.) and attach and refer to
the enclosed as an exhibit or attachment thereto setting forth the
body of the agreement and maybe attaching a couple of exhibilts
depicting the form of the “withdrawal” and “no objection” letters
that each party would be required to give to the other.

Please give me a call with your thoughts.

Yours very truly,

Now/sv 'L

THRE JWFORMATION CONTAINED IN TOIS FACSIMILE MESSAGE IS PRIVILEGED CR CONPIDIENTIAL INFORMATION INTENDRD ONLY FOR
THE USE OF THE INDIVIDUAL OR ENTITY NAMED ABQVE. IF THE READER OF THIS MEISAGE IS5 NOT THX IMIANDED RECIPIENT,
OR THE EMPLOYIE OR AGENT RESPONSIBLE TO DELIVER IT TO THE INTENDED RECIPIENT, YOU ARE HERELY NOTIFIRD TRAT ANY

PISSENINATION, ODISTRIBUTION QR COPYING OF TXIS COMMUNICATION IS5 PRONMIDITED. IP YOU UAVE RECRIVIR THIS
CONMUNICATION IN ERROR, PLEASE IMMERIATELY NOTIFY US BY TELEPHONE AT THE ADOVE NUMBER,
THANK YQU

1 ' : CTI7NRE DN ¥Hd CI/2nmeNntZ WA GNeP2T AW »ANZ-GT-A7Q
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INTERLOCAL OPERATIONAL AGREEMENT
CCN SERVICE AREAS
SAN ANTONIO WATER SYSTEM
&

BEXAR METROPOLITAN WATER DISTRICT

Between June 1988 and January .1999 the San Antonio Water System
(SAWS) filed multple applications to amend its Certificate of Convenience
and Necessity for potable water service with the Texas Natural Resource
Conservation Cornmission (TNRCC). Some of these applications resulted in
conflicting areas of interest for both utilities,

Recognizing that prolonged legal proceedings are in neither utility’s best
interests, SAWS and Bexar Met initiated a series of negotiations to try and
resolve their differences without legal action.

This agreement recognizes those eflorts and delineates the agreement
reached by the respective staffs of SAWS and Bexar Met. The prindiples
underfying this agreement were endorsed by executive management at
both utilities and by the Water Resources Committee of the SAWS Boeard
of Trustees.

Application No. 32243-C (area along TH 10 W). SAWS will amend its
existing application to exclude everything east of IH 10 as depicted il the
attached map (Map 1). Bexar Met will then be free to file a CCN
applicaion for that area. SAWS agrees not to opposc Bexar Met
application. Bexar Met agrees to withdraw its opposition to SAWS
Application No, 32243-C, as amended, and to Application No. 32244.

Application Na. 32248-C (area along U.S. 281 N). SAWS agrees to amend
its existing application to exclude the currently uncertificated areas west
of U.S. 281. SAWS further agrees to rescind its Application No, 32249-C,
SAWS further agrees to decertify that portion of its exdisting certificated
service area that is bounded by the westemn property line of the Mountain
Lodge subdivision and south of Wilderness Oaks Drive (Map 2). Bexar
Met will then be free to file an application with TNRCC to include those
properties in its CCN. In return, Bexar Met will rescind its protest pending
at TNRCC for SAWS Application No. 32248-C, as amended, and to
Application Numbers 32251-C,32295-C, 32250-C, 32252-C, 32253-C.

Application No. 32246-C (area along FM 471 and State Highway 211 In

westermn Bexar County). SAWS, agrees to amend its existing application to
mCIL!dE the area In Map 3. SAWS will not oppose any applicotion thak

’ C e s e
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Bexar Met may file for the remaining portion of that application in the
future. Bexar Met will decertify the area covered by Application No.
32247-C to SAWS and will decertify its portion of the existing dual
certification with SAWS for the areaadjacent to Applicaton No, 32247-C,
except that subdivision developed. by Mr. Gordon Hartman that is
presently being served by Bexar Met.

ACCEPTED AND AGREED TO THIS DAY OF __ , 2004,
Michael F. Thuss, P.E. Thomas C. Moreno
President/CEQ General Manager/CEQ
San Antonio Water System Bexar Metropolitan Water
District
BMWDQ000032
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BexarMet

WATER DISTRICT

“Tho Whtar Resoswrcs freopls”

Thomas C. Moreno
General Manager/CEQ

BOARD OF DIRECTORS

Ronald C. Williamson
President

Dean H. Perry
Vice Prasident

Marvin W. Sueltenfuss
Secretary

Jim Lopez
Treasurer

Arturo Siller
Diractor

Robert “Tinker” Garza
Director

Ysidro Solis
Director

Executive Offices
2047 W. Malone
San Antonio, Texas 78225
Phone: (210) 354-6500
Fax (210) 922-5152

Northwest Branch
9823 Marbach
San Antonio, Texas 78245
Phone: (210) 670-3100
Fax (210) 673-3404

South San Branch
2706 W. Southcross
San Antonio, Texas 78211
P.0. Box 243544
an Antonio, Texas 78224-5994
Phone: (210) 922-1221
Fax (210) 522-1894

May 21, 2002

Mr. Mike Howell

Texas Natural Resources Conservation Commission
Water Utilities Division

Utility Rates and Services Section, MC — 153

P.O. Box 13087

Austin, TX 78711-3087

Re: Application of the Bexar Metropolitan Water District to amend water
CCN po 10675 in Bexar County, application No. 33862-C.

Dear Mr. Howell:

Enclosed you will find an original and three (3) copies of a publisher’s
affidavit and original tear sheet regarding the public notification of the above-
referenced application.

Also enclosed you will find an original and three (3) copies of an Affidavit of
Notice to Neighboring Utilities and Affected Parties related to this application
plus four (4) copies of each Notice to Neighboring Systems and Cities.

Representatives of the Bexar Metropolitan Water District and the BSR. water
Company have met and have preliminarily agreed to a process that will
eliminate the current overlap in CCN applications. BexarMet believes that
providing service to the requested area is in the public’s best interest as we
have developed water rights and infrastructure near the area and that the
additional customer base will further develop those efficiencies.

I look forward to hearing from you at the close of the public comment period
to finalize this CCN. '

If you have any questions regarding this matter, please call me at 210-357-
5710.

Sincerel

Charles E. Ahrens ’
Deputy General Manager, Production
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2529 Mossrock » Sulie 204

" San Antonlo, Texss 78230
Tslephone (210) 340-2200 .
Fax {210) 340-2577

FAYX TRANSMITTAL COVER SHEET

Date: ~ September 15, 2000
To: Mark Zeppa . (512) 346-6847.
From: . North O. West-

Number of Pages £o follow (including cover page) 4

IN RE: CCN Division Agreement between BexarMet and SAWS

vDear Mark:

There follows. cépy of a document worked out between key

- BexarMet staff and key SAWS staff (namely Chris Powers) whereby

-

each party will withdraw certain objections in certain pending
cases and agree not to object to the other party’s Ifuture CON

apnllcutlons for certaln areas.

You can see that this document is more like a memo than an
agreement, and probably needs a lot of formalizing and lawyering to
make it into a good binding document. It probably also needs
something akin to a nclosing” where the parties exchange “withdraw
letters” and maybe even exchange “no opposition letters” for the
receiving party to use with their future app11catlons, however, I
have basically been instructed as Ifollows: :

1. BexarMet is thrllled and shocked that SAWS is indicating

P T - = e

a willingness to sign this document;

2. BexarMet does not want to do anything to derail this
' apparent spirit of cooperation;

3. BexarMet wants Lo get something signed as soon as
possible before somebody {1.2., a SAWS board member, SAWS
staffer, City Councilperson, influential developer, stc.) -
says they don't like some aspect of the agrecment; '

DEPOSITION
EXHIBIT
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4. While BexarMet wants your advise and wants me to do my
duty as general counsel in this regard, they want it done
in keeping with items 1. through 3. above. '

Accordingly, my thought is to put togecther something which
says what formal, interlocal agreements normally say on the first
page (parties, authorities, recitals, etc.) and attach and refer to
the enclosed as an exhibit or attachment thereto setting forth the
body of the agreement and maybe attaching a couple of exhibils
depicting the form of the “withdrawal’” and “no objecction” letters
that each party would be required to give to the other.

Please give me a call with your thoughts.

Yours very truly,

A
T
&

//
7~ NORTH

NOW/sv

TER TNFORMATION CONTAINZD IN TOIS FACSIMILE MESSAGE IF PRIVILIGED OR CONTIDENTIAL INFORMATION INTRNDRED ONLY FOl
THE DYE OF THE IXNDIVIDUAL OR ENTITY NAMED ABOVE. IX THE READER DOF TEIS MEJSAZE IS ROT TUY AMNTENDED RECIDIDNT,.
OR THY WMFLDOYREL OR AGENT RISPONJSIBLE T0 DELIVER IT TO TdZ INTINDED RECIPIENT, YOU ARI MERILY NUTIFIRD THRAT ANY

PISEDNINATION, DISTRIBUTION OR COPYING OF TXIS COMMUNICATION IS PROMIDITIED. IFP ¥OU UAVE RECRIVHD THLZ
COMXURICATION IN ERROR, PLEASE IMMEDIATILY NOTIFY US BY TELEPHONE AT TIE ADOVE NUMBER.
TEANE YOU

BMWDGO00030
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INTERLOCAL OPERATIONAL AGREEMENT
CCN SERVICE AREAS
SAN ANTONIO WATER SYSTEM
& L
BEXAR METROPOLITAN WATER DISTRICT

Between June 1838 and January .1999 the San Antonio Water System
(SAWS) filed muliiple applications to amend fits Certificate of Convenience
and Necessity for potable water service with the Texas Natural Resource
Conservation Comnmission (TRRCC). Some of these applications rasuited in
conﬁxchng areas of interest for both utilities,

Recognizing that prolonged legal procesdings are in nejther u'cxlity’s best

- interests, SAWS and Bexar Met initiated a series of negotiations to try and

resolve their differences without legal action.

This agreement recognizes those efforts and delineates the agreement
reached by the respective staffs of SAWS and Bexar Met. The prindples
underlying this agreement were endorsed by executive management at.
bath utilities and by the Water Resources Committee of the SAWS Board
of Trustees.

 Application No. 32243-C (arez along IH 10 W). SAWS will amend its

existing application to exclude everything east of IH 10 as depicted in the
attached map (Map 1). Bexar Met will then be free to file 2 CCN
applicaion for that area. SAWS .agrees not to oppose Bexar Met
application. Bexar Met agrees to withdraw s oppositon to SAWS
Application No. 32243-C, as amended, and to Application No. 32244.

4 Appﬁtaﬁon Na. 32248-C (area along U.S. 281 N). SAWS agrees to amend

its existing appfication to exclude the currently uncertificated areas west
of U.S. 281. SAWS further agrees to rescind its Application No. 32249-C.
SAWS further agrees to decertify that portion of its exdsting cerfificated
service area that is bounded by the westermn preperty line of the Mountein
Lodge subdivision and south of Wilderness Oaks Drive (Map 2). Bexar
Met will then be free to filke an application with TNRCC to include thosa
properties in its CCN. In return, Bexar Met will rescind fts protest pending
at TNRCC for SAWS Application No. 32248-C, as amended, and to
Application Numbers 32251-C,32295-C, 32250-C, 32252-C, 32253-C.

Application No. 32246-C (area along FM 471 and State Highway 211 In

western Bexar County). SAWS agrees to amend ifs existing application to
inciude the area In Map 3. SAWS will not oppose any applicotion that

BMWDO00031
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