- - v P

b onil o trwt Mt Che mon

R B Ralph Marqu z €3 1mus ¢ = _

L ryR S vard Ommison 7 \ \‘,4 { t PWS‘?D #015%54 co

ClennSh kle £ e utte Dir tor \\_/ 0?5 U’P ,ﬁ
TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by R duc ngud Pr nt ng Pollution

March 14 2006

Mr Thomas P Pardue PE

Bexar Metropolitan Water District
2047 W Malone

San Antonio Texas 78225

Re  BMWD Hill Country Public Water System I D #0150054
Proposed Nawer Well No 3 Wik ACHADS O
Engineer Contact Telephone (210) 354 6593
Plan Review Log Number 200601 153
Bexar County Texas

CN600652739 RN101236321

Dear Mr Pardue

The planmng matenal recerved on January 27 2006 wath your letter dated January 26 2006 for the
proposed water well has been reviewed The project generally meets the mummum requirements of
the TCEQ s Chapter §290 Rules and Regulations for Publhic Water Svstems (Rules) and 15
conditionally approved for construction i1f the project plans and specifications meet the following
requirements

) Neat cement shall consist of a mixture of API Spec 10 Class A and water in the ratio of not
more than 6 0 gallons of water per 94 pound sack of cement A maximum of 6 percent by
weight bentonite may be added [§290 41(c)(3)(C)]

2 The space between the casing and dnll hole shall be sealed by using enough cement under
pressure to completely fill and seal the annular space between the casing and the dnll hole
The well casing shall be cemented 1n this manner from the top of the shallowest formation
to be developed to the earth s surface The driller will utilize a pressure cementation method
i accordance with the AWWA Standard for Water Wells (A100 97) Appendix C Section
C 3 (Positive Displacement — Extenior Method) Section C 4 (Interior Methad ~ Without
Plug) Section C5 (Positive Placement Intenor Method Dnillable Plug) Section C 6
(Placement Through Float Shoe Attached to Bottom of Casing) Cementation methods other
than those hsted 1n this subparagraph must be approved by the executive director prior to the
construction of the well A cement bonding log as well as any other documentation deemed
necessary may be required by the executive director to assure complete sealing of the
annular space as required 1n §290 41(c)(3)(C) of the rules

Foext «7 v\ i T 11 ! pEoD { t Jt

BMWD

116



Mr Thomas P Pardue PE
Page 2
March 14 2006

An appointed engineer must notify the TCEQs Region 13 Office at (210) 490 3096 when
construction will start

The design engineer or water system representative 1s required to notify the Utility Technical
Review Team at (512) 239 6960 at least 48 hours before the well casing pressure cementing
begins If pressure cementing 1s to begin on a Monday then they must give notification on the
preceding Thursday If pressure cementing is to begin on Tuesday then they must give notfication
on the preceding Fnday

The TCEQ does not apprave this well for use as a public water supply at this tme We have
enclosed a copy of the Pubhic Well Completion Data Checklist for Interim Approval We provide
this checklist to help you mn obtaiming mtenm approval to use this well before we can give final
approval

The submuttal consisted of three sheets of engineering drawings technical specifications and an
engineering summary The proposed project consists of

One public water supply open hole well dniled to 860 feet with 420 hinear feet (1f) of
16 ich 1d pressure cemented steel casing The design capacity of the submersible well
pump 1s 750 g pm at 360 feet of rated total head
Related yard piping valves fittings and miscellaneous ‘appurtenances
The proposed water well 1s approximately 200 feet southwest of well No 2
This approval 1s for above hsted items only
Please keep i mind that within 60 days of project completion the engineer must attest in wrnting that
the project was constructed as described m the approved plans specifications and any change orders
filed with the TCEQ as required 1n §290 39(h)(3) of the Rules ‘
Please refer to the Utihities Technical Review Team s Log No 200601 153 1 all comrespondence
for this project This will help complete our review and prevent it from being considered a new
project
Please complete a copy of the most current Public Water System Plan Review Submuttal form for
future submuttal to TCEQ for review of improvements to a Public Water System Every blank on

the form must be completed to mimmize any delays in review of your project The document is
avaifable on our WEB site at the address shown below

hitp //www tnrce state tx us/permitting/waterperm/ud/sf pdf
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Mr Thomas P Pardue PE
Page 3
March 14 2006

For future reference you can review part of the Utiliies Technical Review Team s database to see
1f we have received your project Thus 1s available on the TCEQ s homepage on the Internet at the
following address

http //www tceq state tx us/assets/public/permittimg/watersupply/ud/planrev_list html

You can downlioad most of the well construction checklists and the latest revision of Chapter 290
Rules and Regulations for Public Water Systems from this site

If you have any questions please contact me at 512/239 0881 or the Internet address
PBASNET@tceq state tx us  or if by correspondence include MC 153 in the letterhead address
below

Sincerely

Fhk,/"
Prabin Basnet EIT
Utilities Technical Review Team

Water Supply Elwszzn MZIZB

Jerry Salgado PE
Utihities Technical Review Team
Water Supply Division MC 153

PB/JAS/ac
cc Scott Oakland 2047 W Malone San Antomio Texas 78225

TCEQ Central Records PWS File 0150054
TCEQ Region No 13 Office San Antonto (w/approved matenals)
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BEXARMET WATER DISTRICT

DEPARTMENT OF ENGINEERING
NOTICE TO PROCEED

B exarM et Wild Turkey W¥5 Facility 095

The Halss Raiosscn Lerple

March 23 2006

To  ALSAY Incorporated
3359 SE Loop 410
San Antonio Texas 78222

I You are hereby notified that you are to begm work on the project as described herem
within seven (7) days from the date of this letter m accordance with the Special Condition,
Tmne of Completion, mn the amount of $314,900 00

I Please notify Leonard D Martm @ (210) 354-6537 of the date on which you plan to
commence work. '

i1 Your attention 1s called to the fact that you bave a period of nmety (90) working days
within which to complete this project as specified m the aforementioned Section of your
contract

IV Your contract properly executed by officials of the BexarMet Water District is attached
for your files

Smcerely

s

Thomas P Pardue Jr PE
District Area Engineer
cc Contract File

Construction Inspector

Engneermng Department

Warehouse Department

Surveymg Department

Plans & Records

AN EQUAL OPPORTUNITY EMPLOYER

- ~ - NTP 1
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WATER SUPPLY AGREEMENT

This Agreement 1s made and entered into effective as of the ; _ day of s ¢°/ 2005
( Effective Date ) by and between BEXAR METROPOLITAN WATER DISTRICT a pohitical
subdivision of the State of Texas (the District ) and WATER EXPLORATION CO LTD a

Texas himited partnershup ( WEC )
RECITALS
A WEC bolds groundwater leases for each of the Borgfeld Tract, described m

Exiubit A 1, the Rogers Tract, descnibed m Extibit A 2, and the Stemn Tract, described on
Extubit A 3

B The District desires to produce the groundwater associated with the Tracts and to
transport the groundwater produced to the District s existing public water system, so that it can
be used to supply water to the District s customers and WEC desires to lease 1ts night, title and
nterest m the Lease and other property to the District, so that the District may accomphish its
purpose 1n accordance with the terms and conditions of this Agreement

AGREEMENT

For and in consideration of the mutual promuses covenants obhgations and benefits
described 1n this Agreement the District and WEC agree as follows

ARTICLE X
DEFINITIONS

Section 1 01 Definitions As used m this Agreement each of the followmng terms has the
meanmng given to 1t as set out below

Agreement means this Water Supply Agreement entered mto by and between the District and
WEC together with any and all amendments renewals and extensions thereto

Borgfeld Tract means the property described Exhibit A 1

Borgfeld Tract Lease Agreement means that Amended and Restated Groundwater Lease
dated December 27 2001 but effective for all purposes as of February 9 2000 by and between
Norfolk Properties Ltd Dymson Ltd and Dickson Famly Investments Ltd as Lessors and
WEC as Lessee as evidenced by a Memorandum of Groundwater Lease recorded mn Volume
8331 Page 63 of the Property Records of Bexar County Texas as amended by that First
Amendment to Amended and Restated Groundwater Lease by and between Borgfeld Partners
Litd as Lessor and WEC as Lessee dated Apnl 15 2005 but effective for all purposes as of
February 9 2000 recorded at Volume 11387 Page 2308 of the Property Records of Bexar
County Texas together with any amendments modifications and addendum relating thereto
which are authonzed 1n accordance with the terms of this Agreement



Borgfeld Tract Lessor means Borgfeld Partners Ltd

Delivery System means the groundwater collection, dehivery and transportation system
(including all pipelines pumping storage and transportation equipment) necessary to deliver the
Maximum Sustainable Yield (or such greater volume of groundwater as the District shall
determune to be necessary in connection with the operation of that system in connection with
those Wells) from the Wells situated on a Tract to the Point of Delivery relating to that Tract

District means the Bexar Metropolitan Water District and its successors and assigns approved
m accordance with Section 8 02

Easement Property means the property on a Tract shown as easement property on Extubit B
or any other property that the Parties mutually agree will be the easement property for a Tract

Effective Date will mean the date first set out above

Facilties means (1) the Wells (1) the Wellhead Equipment, (111) the Delivery System, (1v) the
Meters and (v) any other facilities on the Leased Property

Facihities Delivery Date means the date on which the District has completed the mstallaton
or construction of the Well Production Equipment and the Deltvery System for a Tract under
Section 2 04

Flex Space means the property on a Tract shown as flex space on Exhibit B or any other
property that the Parhies mutually agree will be the flex space for a Tract

Groundwater District means a groundwater conservation district created under the general
laws of this State or by special law mcluding but not limited to the Trimty Glen Rose
Groundwater Conservation District and the Edwards Aquifer Authonty

Historic Groundwater Benefits will have the meaning set forth m Section 9 01

Imtial Maxumum Sustainable ‘Yleld means the Maximum Sustainable Yield for a Welil
determined within 180 days of the Effective Date but 1n no event later than March 15 2006 m
accordance with Section 2 01 subject to Section 5 03(d)

Lease Agreement will refer to each of the Borgfeld Tract Lease Agreement the Rogers Tract
Lease Agreement, or the Stem Tract Lease Agreement so long as a Tract has not been
termunated 1n accordance with Section2 01 202 701 or7 02

Leased Property will have the meanng set out in Section 3 02

Lessor will refer to each of the Borgfeld Tract Lessor the Rogers Tract Lessor and the Stemn
Tract Lessor



Maximum Sustamable Yield means for each Tract the maximum amount of water that can
be withdrawn from that Tract in any year without matenally mmpairmg the long term viability of
the aquifer out of which the water 1s to be withdrawn, as determined under Section 2 01 and
Section 701 subject to Section 5 03(d)

Meter means the totalizing flow meter to be mstailed by the District at the wellhead of each
of the Wells and at each Pomt of Delivery

Middle Trimty Aquifer means that groundwater aquifer situated n South Central Texas
consisting of those groundwater formanions including but not imuted to the Cow Creek, Lower
Glen Rose and all other hydrological formations which are commonly known as the Middle
Trimty aquifer or relate to the Middle Trimity groundwater formation

Mmmum Average Well Production for a Tract” means an average production of 1 00 acre
feet per day per Well per tract, based on a production rate of 226 gpm per Well Mimimum
Average Well Production for a Tract is to be determimed through a thurty s1x (36) hour pump test
for each Well conducted at the time of the District s testing to determne Maximum Sustamable
Yield as described mn Section 2 01 (a) of this Agreement

“Mimmum Water Production for a Well” means a production of 0 50 acre feet per day for
each Well based on a production rate of 113 gpm per Well Mimmum Water Production for a
Well 1s to be determined through a thirty six (36) hour pump test, conducted at the time of the
District s testing to determine Maximum Sustamable Yield as described m Section 2 01 (@) of
this Agreement

Mmmum Water Quality Standards means all applicable Federal state and local laws
regulations and quality standards mcluding but not himted to the TCEQ Primary and Secondary
Dnnking Water Standards and the Federal Safe Drinking Water Act, excluding (1) any
regulations or and quality standards adopted by the Distnct, unless such relate to all public
drinking water supply wells owned or operated by the District and (1) quality issues which are
addressed or may be addressed by (A) any standard chlormnation or fluoridation treatment or ®B)
such other treatment which 1s standard operating treatment prescribed by the District m the
ordinary course of busmess for all other Middle Trmty Aquifer groundwater or (C) blending
water produced by a Well with water produced by other Wells on a Tract

Monthly Mmimum Payment will have the meaning set forth i Section 5 03

Party means erther the District or WEC or their respective successors and assigns approved
i accordance with Section 8 02 as the case may be and as the context may require

Pernmt means any approval registration, permut, authorization license consent and contract
or certificate 1ssued or provided or to be provided by a governmental body including a
Groundwater District and the TCEQ that 1s required mn connection with the use operation or
ownership of a Well



Pomnt of Delvery means for each Tract, that pomt on the boundary of that Tract where the
Delivery System constructed upon that Tract 1s to be comnnected to the Districts public water
system, as determmed by the Distrct and approved by WEC which approval will not be
unrcasonably withheld or delayed

Prime Rate means the prume rate of mnterest payable quoted i the Wall Street Journal or a
sumlar financial periodical of natiopal circulation as the base rate on corporate loans at large
US Money Center Commercial Banks on the due date per annum

Production Year means a year between the Well Delwvery Date and the first anniversary of
the Well Delivery Date and between one anmversary of the Well Delivery Date and the next

Rogers Tract means the property described on Exhibit A 2

Rogers Tract Lease Agreement means that certan Groundwater Lease between Shavano
Rogers Ranch North No 2 Ltd and Water Exploration Co Ltd dated as of Apnl 15 2002 and
that certan Groundwater Lease between Shavano Rogers Ranch North No 3 Ltd and Water
Exploraton Co Ltd dated as of August 30 2002 together with any amendments
modifications and addendum relating thereto winch are authonized m accordance with the terms
of this Agreement ‘

Rogers Tract Lessor means collectively Shavano Rogers Ranch North No 2 Ltd and
Shavano Rogers Ranch North No 3 Ltd

Stem Tract means the property described on Exhubit A 3

Stemn Tract Lease Agreement means that certan Groundwater Lease between Arthur Stemn
and Dennis Stem, as Lessors and WEC as Lessee dated March 6 2000 as amended by that
Amendment to Groundwater Lease dated June 26 2000 but effective for all purposes as of
March 6 2000 as evidenced by a Memorandum of Groundwater Lease recorded 1 Volume
8473 Page 1929 of the Property Records of Bexar County Texas as confirmed and ratified by
that Ratification and Adoption of Groundwater Lease dated September 28 2001 but effective .
for all purposes as of March 6 2000 recorded m Volume 9221 Page 86 of the Property Records
of Bexar County Texas together with any amendments modificattons and addendum relating
thereto which are authorized m accordance with the terms of this Agreement

Stem Tract Lessor means Arthur Stein Denms Stein, and Steinreal Corporation
TCEQ will mean the Texas Commission on Environmental Quality or any successor entity

Tract will refer to each of the Borgfeld Tract, the Rogers Tract, and the Stem Tract so long
as that Tract has not been terminated mn accordance with Section2 01 202 701 or 702




Water Conservation Months will mean those months during the term of thus Agreement
which (1) the nght to use or withdraw groundwater from the Wells situated upon a Tract has been
limited by a Groundwater District or any other governmental body to production levels that are
less than the amount that what would be necessary for the Wells on that Tract to meet the
applicable Minnmum Well Production for a Tract (1) Systemuc hmitations upon the nghts of
some or all of BexarMet s retail customers situated within the service area authonzed by the
Distnets Certificate of Convenience and Necessity to use water pumped from the Trimty
Aquifer or (1) as to any Tract groundwater 1s not available from the Wells situated on that
Tract in an amount sufficient to meet the applicable Minimum Well Production for a Tract due
to hydrological conditions

“Water Credts” shall mean that quantity of water m excess of Monthly Mimmum Payment
provided to the District by WEC as retmbursement for the District s costs associated with testing
and acidization of a well which fals to meet Mmumum Water Production for a Well Such
water shall be credated to the Distnict at a rate of $1 25 per 1 000 gallons

WEC means Water Exploration Co Ltd and its successors and assigns approved mn
accordance with Section 8 02

Well means a groundwater well shown on Exhibit B that as not been terminated m accordance
with Section2 01 202 701 or702

Well Delivery Date means the date on which WEC has delivered to the District under Section
3 01 all of the Wells on a Tract that have not been termunated 1n accordance with Section 2 01 or
202 together with each of the items hsted m Section 3 02 @f)

Wellhead Equipment means all pumps utihties Meters and other faciities necessary to
produce groundwater from a Well and to measure the amount of water produced

Well Sites  means the well site for each of the Wells shown on Exhibit B or any other property
that the Parties mutually agree wall be the well site for a Well

Section 102 Other Defined Terms Other defined terms used 1n this Agreement are described .
below and will have the meaning given to them as set out heremn

ARTICLE I
INITIAL WELL TESTING AND CONSTRUCTION

Section 2 01 Imitial Water Production Testing

(@  Within 180 days following the Effective Date but 1 no event later than March
15 2006 the District wall at 1ts sole expense (1) Will complete thirty six (36) hour pump tests
of each Well so as to determme the Mimmum Water Production of that well the Mmumum
Average Well Production for each Tract and the Imitial Maximum Sustainable Yield of each
Tract (u) determuine whether each well meets the Mimmum Water Production for a well as




defined mn Section 101 of thuis Agreement (1) deterrmne whether each Tract meets the
Minimum Average Well Production for a Tract as defined m Section 1 01 of this Agreement (1v)
determine the Imitial Maxymum Sustainable Yield of each Tract and (v) provide WEC with
written notice of the results of the 36 hour pump testing of each Well and the amount of the
Imtial Maximum Sustamnable Yield for each Tract Prior to conducting any test of a Well the
District will treat that Well with at least 15 000 gallons of a twenty eight percent (28 /4) acid
solution Dean Davenport of Davenport Drilling Inc wall supervise the acidization of each Well
before testing on behalf of WEC

(b)  WEC will have the nght but not the obligattion at 1ts sole expense to conduct
tests of each Well at the same time the District conducts 1its test of each Well for the purpose of
determining the Mmmum Water Production for a well the Minimum Average Well Production
of each Tract and the Imtial Maxamum Sustainable Yield of each Tract provided, however that
WEC s testing may not unreasonably wterfere with the testing being conducted by the District

(¢)  Inthe event WEC disagrees with the results of the District s tests of a Well or the
District s determunation of [nitial Maximum Sustanable Yield for a Tract, then WEC will give
the District written notice specifymng the disagreement and appownting a registered professional
engineer or a certified groundwater professional with expertise m hydrology hydraulics and
hydrogeology of 1ts own selection (the WEC Expert ) within thurty (30) days of WEC s receipt
of the written notice described 1n Section 2 01(a) Withun thirty (30) days of 1ts recetpt of WECs
notice the District will appomnt a registered professional engineer or a certified groundwater
professional with expertise in hydrology hydraulics and hydrogeology of 1ts own selection (the

District Expert ) The WEC Expert and the District Expert will then promptiy select a third
registered professional engineer or a certified groundwater professional with expertise m
hydrology hydraulics and hydrogeology (the Third Party Expert ) The WEC Expert, the
District Expert, and the Third Party Expert wiil each conduct any tests that the Expert considers
necessary to determine the Imtial Maximum Sustamnable Yield of the Tract and will determine
the Inthal Maximum Sustamnable Yield of the Tract, not later than 300 days after the Effective
Date The Initial Maximum Sustainable Yield for the Tract will then be deemed to be the
average of the results of the Initial Maximum Sustainable Yields determned by the WEC Expert,
the District Expert, and the Thurd Party Expert that are closest to one another WEC will bear all
costs of the WEC Expert, the District wiil bear all costs of the Distrct Expert, and the cost of the .
Thurd Party Expert will be shared equally between the Parties

(d)  If the testing of a Well demonstrates that the Well 1s not capable of producing at
least 0 50 acre feet per day the District may at its electon termunate this Agreement with
respect to that Well by providing WEC with written notice of that elechon within 360 days
following the Effective Date In the event of such termnation of a well for failure to meet the

Mmimum Water Production for a Well of 0 50 acre feet per day then WEC shall retmburse
the Distnict for all reasonable costs associated with testing the well, to mnclude costs of
acidization by way of Water Credits to the Distrct applied to the Tract in which the
unproductive Well 1s located Water credits will apply for any calendar month for amounts m
excess of the Monthly Mimmum Payment as deternuned m Section 5 03



(e)  If the testing of a Well demonstrates that the Well 1s not capable of producing
more than 0 50 acre feet per day then WEC may at its election remove that Well from the
calculation of the Initial Maximum Sustamnable Yield of a Tract by providing the District with
written notice of that election within 300 days following the Effective Date

63 If the Mmmmum Average Well Production for a Tract during testing for mital
Maximum Sustainable Yield fails to meet or exceed an average production of 1 00 acre foot
per Well per day for that Tract and WEC fails at 1ts sole expense to cure that farlure within 330
days following the Effective Date then the District may at its election, termunate this Agreement
with respect to that Tract by providing WEC with written notice of that election withun 360 days
following the Effective Date  Such termmation and remmbursement for testing as described m
Section 2 01(d) are the District s sole and exclusive remedy for the failure of that Tract to meet
the Mimmum Average Well Production

Section 2 02 Imtial Water Quahty Testing

(@) Within 180 days following the Effective Date but m no event later than March
15 2006 the District will at 1ts sole cost and expense (1) conduct all tests of each Well
necessary to determmne whether the water produced by each Well meets the Mimmum Water
Quality Standards and (1) provide WEC with wnitten notice of the results of the testing of each
Well

) WEC will have the right, but not the obhigation, to conduct tests of each Well at
its sole cost and expense at the same time the District conducts its test of each Well for the
purpose of determiming whether the water produced by each Well meets the Minimum Water
Quality Standards provided, however that WECs testing may not unreasonably mterfere with
the testing being conducted by the District

(c)  If the water produced by a Well fails to meet the Mimmum Water Quality
Standards and WEC fas at its sole expense to cure that faiture within 330 days of the
Effective Date then the District may at 1ts election, termmate this Agreement with respect to
that Well by providing WEC with notice of that election within 360 days followng the Effective
Date Such termunation 1s the Districts sole and exclusive remedy for the fatlure of the water -
produced by that Well to meet the Minumum Water Quality Standards If the District termunates
this Agreement with respect to all Wells on a Tract for failure to meet Mintmum Water Quality
Standards then the Agreement shall be considered terminated with respect to that Tract

Sectton2 03 Use of Surface Rights For the purpose of conducting the tests provided for m
Sections 2 01 and 2 02 WEC hereby grants to the District all of WECs nghts to mgress and
egress and use of the surface of the Tracts under the terms of the Lease Agreements The
District will conduct the testing of the Wells on the Borgfeld Tract first, the Wells on the Rogers
Tract second and the Wells on the Stemn Tract last.

Section 2 04 Production and Transportation Construction The District will at its sole
expense cause the installation or construction of the Well Production Equipment and all



Delivery Systems for each Tract that has not been terminated 1n accordance with Section 2 01 or
202 to be completed not later than March 1 2008 The date on which the Well Production
Equipment and all Delivery System for such Tract are completed will be the Facilities Delivery
Date for that Tract

ARTICLE 1
LEASE

Section 301 Well Dehvery WEC will deliver the Wells that have not been termmated
accordance with Section 2 01 or 2 02 to the District within 180 days following the Fffective
Date In addition, WEC will at that time deliver each of the 1tems listed 1n Section 3 02(a f) to
the District  The date on which all Wells on a Tract and the items listed 1n Section 3 02(a f) with
respect to each tract are delivered to the District will be the Well Delivery Date for that Tract

Section3 02 Lease Effective as of the Well Delivery Date for a Tract, WEC hereby leases
and grants to the District on an exclusive basis for the District s exclusive use during the term of
this Agreement the real and personal property descnibed below (the Leased Property )

(@  All of WEC s nght, title and interest m the groundwater relating to the Tract
(b) The Wells on the Tract that have been delivered under Section 3 01

()  All of WECs nght title and nterest m the Well Sites as described n Section
3 05 for the Tract

(d) All of WECs nght, title and nterest m the Easement Property as described m
Section 3 06 for the Tract

(e)  All of WECs nght, title and interest m the Flex Space as described m Section
307 for the Tract

(¢3] The Permits for each Well as described 1n Section 3 08 on the Tract

Section 3 03 Lease Agreements

(@)  WEC represents to the District that (a) WEC has delivered to the District a full
and complete copy of each Lease Agreement (b) to WEC s current actual knowledge and behef
the Lease Agreements are as of Effective Date m full force and effect and (c) to WEC s current
actual knowledge and belief no event of default has occurred under the Lease Agreement and no
event has occurred and 1s contimung which would constitute an event of defauit but for the
requirement of the giving of notice and/or the exprration of the peniod of time to cure

(b)  WEC will keep the Lease Agreements n full force and effect during the term of
this Agreement and will not modify the Lease Agreements without the written consent of the
District, which consent will not be unreasonably withheld or delayed



()  In the event of any act or omussion by WEC that causes a default under the terms
of a Lease Agreement that would give Lessor the nght, either immediately or after the lapse of
tume to termunate the Lease m whole or in part, the District will have the night but not the
obligation to cure such default Any sums that the District pays to a Lessor under this Section
shall be credited agamnst the amounts next due to WEC by the District under the terms of this
Agreement

Section 3 04 Sanitary Control Easements On or before the Well Delivery Date for a Tract,
WEC will deliver to the District a copy of a recorded sanitary control easement for each Well on
that Tract m the form provided in Section 290 47 of the TCEQ rules 30 TEx ApmiN CODE §
290 47

Section 305 Well Sites On or before the Well Dehivery Date for a Tract, WEC will deliver to
the District a copy of a recorded deed or other mstrument 1 a form approved by the Distret,
which approval shall not be unreasonably withheld or delayed granting WEC the nght to use the
Well Sites on that Tract The District agrees that the deed or other instrument may provide that
no equipment or facilities (except for electric lines and antennas) that exceed twenty (20) feet m
height may be constructed upon the Well Sites without the approval of the grantor which
approval shall not be unreasonably withheld

Section 306 Easements On or before the Well Delivery Date for a Tract, WEC wail delver
to the District a copy of a recorded easement, m a form approved by the District which approval
shall not be unreasonably withheld or delayed, granting WEC an easement and nght-of way on
the Easement Property for that Tract The District agrees that the easement may provide that no
equipment or faciliies (except for electric hines and antennas) that exceed twenty (20) feet m
height may be constructed upon the Easement Property without the approval of the grantor
which approval shall not be unreasonably withheld

Section 307 Flex Space On or before the Well Delivery Date for a Tract, WEC wall deltver
to the District a copy of a recorded deed or other mstrument, m a form approved by the Distrct
winch approval shall not be unreasonably wathheld or delayed granting WEC the nght to use the
Flex Space on that Tract. The District agrees that the deed or mstrument may provide that no
equipment or faciliies (except for electric hnes and antennas) that exceed twenty (20) feet in
height may be constructed upon the Flex Space without the approval of the grantor which
approval shall not be unreasonably withheld

Section 3 08 Permuts

(@  Withim 90 days following the Facilities Dehivery Date for a Tract, WEC wall
obtam all Permuts for that Tract and deliver copies of the Permuts for that Tract to the District
The District shall cooperate in the conducting of tests or other operations mvolving the Wells or
the Facilitres that are necessary to obtamn a Permut for a Well



(b)  WEC represents to the District that each Well was exther (1) m exastence on
September 1 2001 or (u) the TCEQ had approved plans submitted for the mstallation of the
Well before September 1 2001 and the mstallation of the Well was completed mn accordance
with the approved plans and the TCEQ s techmcal requirements before September 1 2002

Section 309 Failure to Deliver If WEC fails to provide the mstruments described 1 Sections
304 305 306 or 307 for a Tract within 180 days followmng the Effective Date then the
Distnict may at its election termunate this Agreement with respect to that Tract by providing
WEC with notice of that election not later than March 1 2008 and WEC will remburse the
District for the costs of the acidization and testing provided for 1n Sections 2 01 and 2 02 for that
Tract Such termmation and reimbursement are the District s sole and exclusive remedies for
WEC s fatlure to deliver such instruments for that Tract

Section309 Liens WEC will not grant suffer or permit any contractual or non-contractual
lien on or secunty interest m Leased Property other than (1) a lten or secunity interests for
financing that 1s expressly subordinated to the District s nghts hereunder or subject to a non
disturbance agreement in a form approved by the District which approval shall not be
unreasonably withheld or delayed and (i) any hens i existence on the Effectrve Date

Section 310 Comphance The District shall abide by the provisions of the mstruments
conveying the nght to use the Well Sites the Easement Property and the Flex Space to WEC
(the Instruments ) and will not breach any of the terms or provisions of the Instruments In
addition the District will abide by the provisions of the Permuts and will not breach any term or
provision of the Permuts If the District breaches any term or provision of the Instruments or the
Permuts that breach will constitute an event of default under this Agreement, and 1n addition to
any remedies set forth in the Instruments or Permits WEC may pursue the remedies set forth m
Section 8 03

ARTICLE IV
OPERATION AND MAINTENANCE

Section 401 Operation of the Facihties Following the Well Delivery Date for a Tract, the
District will be responsibie for operating mamtaming repairmg and replacing the Facilhities for-
that Tract, at its sole cost and expense as follows

(@)  The Distict will mantawn the Facilittes in good working order

()  The District wall promptly repair any Facihties that are not 1n good working order
and wll take all steps reasonably necessary to promptly remedy any mterruptions m the
production of water from the Wells and the delivery of water to the Delivery Pomnts

(© The District will mamtain and operate the Facilites m accordance with all
regulatory requirements and accepted utility operating practices
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(d  The District will provide property/casuaity msurance for the Faciliies on the
same or similar terms and condstions as 1t carnies for other comparable facilities

Section 4 02 Ownership of the Facibties All of the Facibities constructed or operated by the
District pursuant to this Agreement, except the Wells shall be the property of the District The
Wells are the property of WEC but are leased to the District under Section 3 02 for the term of
this Agreement

Section 403 Well Production The District may not produce more than 17 585 acre feet per
year from the Wells unless the District gives WEC wnitten notice that 1t 18 mcreasing the amount
of the combmned Maximum Sustamable Yield of the Tracts under Section 5 03(d) i which case
the maximum amount of water that may be produced from the Wells per year will be mcreased
to the new combmed Maximum Sustamable Yield of the Tracts provided however that i no
event will the District produce more than the combined Maxmmum Sustanable Yield of the
Tracts as determned under Section 2 01 or Section 701 In no event will this Section be
construed as providing a mimumum amount of water that the District must produce under this
Agreement

Section 4 04 Indemmty

(@)  The Dustrict hereby agrees that, to the extent permutted by law 1t will mdemmfy
protect, defend and hold harmless WEC (which, for purposes of thus Section ncludes WEC s
directors officers agenis and employees) from and agamnst all habiliies clams losses lens
penalties expenses imjuries to person, and damages to property of any nature kind or description
directly or indirectly ansing out of caused by or resulting from the Districts acts omissions or
neghgence on or about the Leased Property or the construction, operation or condition of the
Facihties

(b)  WEC hereby agrees that it will ndemmfy protect, defend and hold harmless the
Dstrict (which, for purposes of this Section includes the District s directors officers agents and
employees) from and aganst afl habilities, claims losses liens penalties expenses injuries to
person, and damages to property of any nature kind or description directly or indirectly anising out
of caused by or resulting from WECSs acts, omissions, or neghgence on or about the Leased )
Property or the activities conducted by WEC mn connection with Section 3 01 of this Agreement

ARTICLE YV
PAYMENT

Sechon 501 Payment

(@) The District shall pay WEC for ail water produced from a Tract or shall make the
Minimum Monthly Payments described m Section 5 03 beginmng on Well Delivery Date for
that Tract Payment for a calendar month 1s due on or before the end of the next calendar month
Each payment will be accompamed by a statement of the amount of water produced by the Wells
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on that Tract in the calendar month and a summary of the manner i which the amount paid was
calculated

(b)  All amounts due to WEC under the terms of this Agreement will be deemed paid
when the District (1) deposits the full payment 1n the Umted States mail certified with return
receipt requested addressed to WEC at the address set out in Section 9 05 (11) deposits the full
payment with Federal Express or another service guaranteemng next day delivery addressed to
WEC at the address set out 1n Section 9 05 or (1n1) personally delivers the full payment to WEC
at the address set out tn Section 9 05 For each day after the tenth day following the due date that
the amounts due remam unpaid the District wall pay nterest at a rate equal to the greater of two
percent (2%) above the Prime Rate or ten percent (104) per annum on the unpaid amounts
provided however that the mterest rate shall never exceed the maximum allowed by law Ths
obhigation will survive the termmation of this Agreement

Section 502 Price

(@  Dunng the first seven Production Years the following prices shail apply

1:; & 2 “ Production Years $1 25 per 1000 gallons
37 & 4™ Production Years $1 35 per 1000 gallons
5™ & 6™ Production Years $1 50 per 1000 gallons
7% Production Year $1 75 per 1000 gallons

(b)  Begnmng at the end of the seventh Production Year the price will be increased
annually at the end of each Production Year by the greater of

® four percent (4%) or

(u)  the percentage difference between the CPI computed by the Bureau for the next to
the last month of the preceding Production Year and for the next to the last month of that
Production Year where (A) CPl means the Consumer Price Index for All Urban
Consumers (CPI U) for the US City Average as computed by the Bureau for a given
month and (B) Bureau means the United States Department of Labor Bureau of Labor -
Statistics or any other agency succeeding to the Bureau s function of computing the CPI

Section 503 Mmmmum Payment

(@) Without regard to the amount of water produced from the Wells on a Tract, the District s
payments to WEC for a Tract for each calendar month will never be less than the Monthly
Minimum Payment for that Tract provided sufficient water 1s available to meet one twelfth
(1/12) of the percentage of Maximum Sustamable Yield (for a grven production year) set forth
in section 5 03 (b) In the event that any Tract 1s unable m any month to produce water in a
quantity sufficient to meet the apphicable (percentage) muitiplhier for Maximum Sustamable
Yield (1e 025 for 1% and 2™ production years etc ) then the District s minimum payment for
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that month shall be calculated solely on the amount of water actually produced from the Tract at
the rate set forth m Section 5 02 (a) of this Agreement

(b) The Monthly Mimmum Payment will be one twelfth (1/12) of an amount
calculated by multiplying the price for that Production Year set out in Section 5 02 times each
1000 galions of the Maximum Sustamnable Yield for a Tract times the following

[1¥and 2 ¥ Production Years 025
397 & 4¥ Production Years 045
5% & 6% Production Years 065
7th & 8th Production Years 075
Remaiming Production Year 090

()  In the event the District fails to complete the mstallation or construction of the
Well Production Equipment and all Delivery Systems for a Tract that has not been termmated m
accordance with Section 2 01 or 2 02 on or before March 1 2008 then the Moathly Minimum
Payment for March 2008 and every calendar month up to and including the month of the
Faciliies Delivery Date will be one twelfth of an amount calcutated by multiplymng the price for
that Production Year set out m Section 5 02(a) times each 1000 gallons of Maximum Sustamable
Yield for that Tract tunes 0 90

(d)  For purposes of this Section the Maximum Sustainable Yield for the Tracts will
not exceed 17 585 acre feet per year unless the District gives WEC written notice that 1t has
ncreased the combmed Maximum Sustamnable Yield for the Tracts by a specified amount
provided however that the combmned Maximum Sustainable Yield for the Tracts may never
exceed the Maximum Sustainable Yield for the Tracts determuned under Section 2 01 or Section
701

(e) In the event that any given Tract fails to meet the Mimmum Average Well
Production of a Tract after 330 days followmg the Effective date WEC wall be given sixty (60)
days to cure the Tract failure by using all reasonable measures to redevelop the effected Well(s)
to mclude but not limited to lowering the pump and fracturing the Well(s) The District at its
sole expense will bear the cost of lowermng the pump and/or mcreasmng the pump size iIf
determined pecessary by the District and WEC will at 1ts sole expense will pay for the fracturing -
of the Well WEC agrees that 1t will assume habihity for any and all claxms demands damages
losses and expenses arising out of lowering the pump(s) beneath the Well casing

Section 504 Credits During the first four years following the Effective Date the amounts
that the District pays to WEC before the Facilities Delivery Date for a Tract will be credited
against any amounts due to WEC for any calendar month that are m excess of the Mimmum
Monthly Payment for that calendar month for that Tract

Section 505 Other Charges In the event that any governmental entity charges any fee

assessment, or charge of any kand relating to the production or transportation of water from the
Wells under this Agreement (including but not limited to Groundwater District withdrawal fees
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or substitute groundwater withdrawal taxes) then the District will be responsible for payment of
those fees assessments or charges

ARTICLE VI
MEASUREMENT

Section 6 01 Installation of Meters The water produced by the Wells will be measured by
Meters mstalled at the weilhead of each Well The District, at its sole expense will provide and
wnstall Meters at the wellhead of each Well and at the Delivery Point for each Tract The District
will be responsible for operating mamtaiming repamng and replacing the Meters at its sole
expense

Section 6 02 Cahbration of Meters The District wall calibrate the Meters at least annually If
requested 1n writing by WEC but not more than once wn each calendar year the District wall
calibrate one or more Meters 1n the presence of a WEC representative The District wll give
WEC at least five (5) days notice of the time that the requested calibration will take place

Section 6 03 Estimated Production If any Meter 1s out of service or out of repair so that the
amount of water produced from a Well cannot be ascertamned or computed from reading the
Meter the water dehivered through the period such Meter 1s out of service or out of repair will be
estimated and agreed upon by WEC and the District upon the basis of the best data available If
WEC and the District fail to agree on the amount of groundwater delivered during such period

the District may estimate the amount of water produced by a Well by

(8  companson of the quantity of water produced by other Wells on the Tract and the
quantity of water measured at the Delivery Pont for that Tract or

(b)  1fthat data 1s not avaslable estimating the quantity of water produced by the water
produced during the preceding periods under similar condrtions when the Meter or Meters were
registering accurately :

ARTICLE VII
RETESTING OF WATER QUALITY

Section 7 01 Water Quality Testing

(2)  Following the Well Delivery Date the Distnct may at its sole expense conduct
any tests necessary to determune whether the water produced by a Well meets the Minmum
Water Quahty Standards at any time provided that unless both Parties agree there will be no
such testing during Water Conservation Months The District wall provide WEC with wntten
notice of the resuits of such testing withun thirty (30) days of receipt of the results

(b)  If the water produced by a Well fals to meet the Mimmum Water Quality

Standards and WEC fails at 1its sole expense to cure that failure within 150 days following
receipt of the written notice of the results of the testmg of that Well then the District may at its

14



election terminate this Agreement with respect to that Well by providing WEC with notice of
that election within 180 days followmg WEC s receipt of the written notice of the results of the
testing of each Well Such termination 1s the District s sole and exclusive remedy for the failure
of the water produced by that Well to meet the Minmmum Water Quality Standards If the
District termunates this Agreement with respect to all Wells on a Tract for fulure to meet
Mmimum Water Quality Standards then the Agreement shall be considered termmated with
respect to that Tract

ARTICLE viII
TERM ASSIGNMENT AND REMEDIES

Section 801 Term The primary term of this Agreement will commence on the Effective Date
and continue for twenty five (25) years thereafter unless termnated on an earher date under
other provisions of this Agreement or by wriiten agreement of the District and WEC Upon the
expiration of twenty five (25) years the District, at 1ts election may extend this Agreement for
up to three successive five year pertods by giving WEC written notice of 1ts election before the
termunation of the Agreement If the District elects to extend this Agreement for all three
successive five year periods then upon expiration of the last five year period the District, at its
election may extend this Agreement for an additional forty (40) years provided that, during this
40 year period the District may termunate this agreement upon two (2) years prior written notice
to WEC

Section 8 02 Assignment This Agreement will not be assignable n whole or mn part by
erther Party except without the prior written consent of the other Party which consent will not be
unreasonably withheld or delayed Any assignment of nghts or delegation of duties under this
Agreement 1s void without the written consent descnibed above

Section 8 03 Remedies In the event of default by any Party a non defaulting Party may give
the defaulting Party wntten notice specifying the default (the ‘Notice ) If the defaulting Party
fails to fully cure any default that can be cured by the payment of money ( Monetary Default )
within sixty (60) days after receipt of the Notice or fails to commence the cure of any default
spectfied 1 the Notice that 1s not a Monetary Default within sixty (60) days after receipt of the
Notice and thereafter to diligently pursue such cure to completion, then, except as provided -
Sections 201 202 309 701 and 702 the other Party will be entitled (1) to a proper writ
1ssued by a court of competent jurisdiction compelling and requiring the defauitmg Party to
observe and perform the covenants obligations and conditions described mn this Agreement (1)
to termate this Agreement without hability of any kind to the defaulting Party and (m) to
pursue all other legal or equitable remedies The prevailing Party will be entitled to recover all
expenses wcurred by the prevailing Party mcluding reasonable attorneys fees

Section 8 04 Alternative Dispute Resolution In the event the Parties agree that 1t would be
mutually beneficial to attempt to resolve any dispute between the Parties by a non binding
alternattve dispute resolution process they may do so and nothing m this Agreement will be
construed as prohibiting such an effort
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Section 8 05 Cooperation Each of the Parties will execute and dehver to the other Party any
other document or instrument as may be reasonably necessary to fully carry out the transactions
evidenced by this Agreement

ARTICLE IX
MISCELLANEOUS PROVISIONS

Section 9 01 Historic Groundwater Benefits All water produced from the Wells under the
tertus of this Agreement will be deemed to have been withdrawn for the benefit of WEC and any
and all nghts or privileges that may accrue as result of the Wells historic groundwater
production (the Historic Groundwater Benefits ) will mure to the benefit of WEC and the
Wells regardless of whether this Agreement 1s terminated provided however all of WECs
nghts relating to the Historic Groundwater Benefits for a Tract will be a part of the groundwater
leased to the District for that Tract under Section 3 02 The District agrees to take such actions
as may m the future be legally required to confirm such Historic Groundwater Benefiis to WEC

mcludmg executing deltvering and recording any documents necessary or appropriate under any
laws or regulations that may be enacted or promulgated by any authority having junsdiction

The District will not be required to incur any expenses m connection with the process of
confirming such Histonc Groundwater Benefits and will be promptly remmbursed by WEC for
any such costs mncurred by the District This obligation wll survive the termnation of this
Agreement

Section 9 02 Development of Adjacent Property Dunng the term of this Agreement, the
District will not dnill or produce water from any well within one (1) mule of the Rogers Tract or
the Stemn Tract, unless the Wells on that Tract are producing less than the mmmum average
production amount This prolibition does not apply to any wells that the District has dnlled and
completed on the Effective Date or to the Borgfeld Tract

Section 903 Improvements Upon Termmnation The Distrct hereby grants WEC a nght of
first refusal to purchase all or any part of the Faciltties upon a Tract upon the termmation of this
Agreement for fair market value WEC must give notice of its intent to exercise 1ts right of first
refusal withm sixty (60) days following the termmnation of this Agreement If WEC fauls to
umely exercise its night of first refusal then the Distnict wall remove all above ground Facilitres -
from the Tract no later than 180 days after the termmation If the District fails to remove the
above ground Faciities from the Tract within 180 days following termination then WEC may
remove the above ground Facilites and the District shall rermburse WEC for the reasonable and
necessary costs of such removal within sixty (60) days of notice of the amounts of the reasonable
and necessary costs Ths rermbursement obligation shall survive the termmation of this
Agreement

Section 904 Confidentialty The District agrees that, to the extent permitted by law it will
mamtam as confidential the payment terms and payment rates for water set out m the Lease
Agreements and this obligation will survive the termination of thus Agreement This hmitation
will not apply to such mformation to the extent that (1) 1t 15 or becomes available to the public
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other than as the result of disclosure by the District i violation of this Agreement or (1)
disclosure of which 1s required by a judicial admimistrative or governmental action

Section 905 Notice Any notice given under this Agreement must be m writing and may be
given (1) by depositing 1t in the United States mail certified with return receipt requested,
addressed to the party to be notified and with all charges prepaid or (1) by depositing 1t with
Federal Express or another service guaranteemg ‘next day delivery addressed to the party to be
notified and with all charges prepaid (1) by personally delivermg 1t to the party or any agent of
the party listed mn this Agreement or (1v) by facsimile with confirming copy sent by one of the
other described methods of notice set forth Notice by United States matl will be effective on the
earher of the date of receipt or three (3) days after the date of mailing Notice given 1n any other
manner will be effective only when recerved For purposed of notice the addresses of the parties
will until changed as provided below be as follows

District Bexar Metropolitan Water District
2047 West Malone
San Antonio Texas 78225
Attn General Manager
Fax (210) 922 5152

WEC Mark Wynne
Water Exploration Co Ltd
19276 Redland Road
San Antomio Texas 78229
Fax 210-697 1500

The parties may change therr respective addresses to any other address within the United States
of America by giving at least five (5) days written notice to the other party The District and the
WEC may by giving at least five (5) days wntten notice to the Party designate additional
persons to receive copies of notices under this Agreement

Section 906 Force Mageure If ether Party hereto 1s rendered unable by Force Majeure to
carry out one or more of its obligations under this Agreement then such obligations shall be -
suspended during the continuance of the mability caused by Force Majeure provided that the
Party clamming such wmability uses reasonable diligence resume performance at the earhest
practical ime The term Force Majeure as used heremn shall mclude without hmutation of the
generality thereof (1) acts of God strikes lockouts or other industrial disturbances acts of the
public enemy orders of any kind of the Government of the Umted States or of the State of Texas
or of a Groundwater Conservation District or of any civil or military authonty insurrections
nots epidemucs landshdes lightming earthquakes fires hurricanes storms floods washouts
arrests restrant of government and people civil disturbances explosions {(un) breakage or
accidents to machmery pipelines or facilittes or contamunation of the water produced by the
Wells so long as such breakage or accidents or contamination could not have been avoided by
the exercise of due diligence and care and (1) any other inabihties whether simlar to those
enumerated or otherwise which are not within the control of the Party clamming such wmability

17



and which such Party could not have avoided by the exercise of due dibigence and care It 1s
understood and agreed that the settlement of strikes and lockouts shail be entirely within the
discretion of the Party having the difficulty and that the above requirement that any Force
Mayeure shall be remedied with all reasonable dispatch shall not requure the settlement of strikes
and lockouts by accedng to the demand of the opposing party or parties when such settlement 1s
unfavorable to 1t in the judgment of the party having the difficuity

Section 9 07 Records Each Party agrees to keep accurate records and documentation of all of
its activiies pursuant to this Agreement Each Party shall have the nght to review such books
and records of the other Party at all times after first providing the other Party with at least five
(5) days prior written notice and at 1ts sole expense to obtamn copies of such records and
documentation

Section 9 08 Severabiity Wariver

(a) If any provision of this Agreement 1s illegal mvahd or unenforceable under
present or future laws 1t 1s the mntention of the parties that the remainder of this Agreement not
be affected and m lieu of each illegal mnvahd or unenforceable provision that a provision be
added to this Agreement which 15 legal valid and enforceable and 1s as similar m terms to the
illegal mnvalid or enforceable provision as is possible

(b)  Any failure by a party to msist upon strict performance by the other party of any
material provision of this Agreement will not be deemed a waiver thereof or of any other
provision and such party may at any time thereafier msist upon strict performance of any and all
of the provisions of this Agreement

Section 909 Applicable Law and Venue The mterpretation, performance enforcement and
vahdity of this Agreement are governed by the laws of the State of Texas Venue will be m a
court of appropnate jurisdiction n Bexar County Texas

Section 9 10 Entire Agreement This Agreement contams the entire agreement of the parties
There are no other agreements or promuses oral or written between the parties regarding the
subject matter of tms Agreement This Agreement can be amended only by written agreement -
signed by the paries This Agreement supersedes all other agreements between the partes
concerning the subject matter This Agreement shall bind and benefit the parties hereto and therr
respective hewrs legal representatives successors and assigns

Section9 11 Exiubits Headmngs Construction and Counterparts All schedules and
extubats referred to in or attached to this Agreement are mcorporated mnto and made a part of this
Agreement for all purposes The paragraph headings contamed m this Agreement are for
convemence only and do not enlarge or it the scope or meamng of the paragraphs Wherever
appropriate words of the masculine gender may mclude the femnine or neuter and the singular
may nclude the plural and vice versa. The parties acknowledge that each of them have been
actively and equally mvolved m the negotiation of this Agreement Accordingly the rule of
construction that any ambiguities are to be resolved agamnst the draftng party will not be
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employed m mterpreting this Agreement or any exhibits hereto  This Agreement may be
executed 1n any number of counterparts each of which will be deemed to be an origmnal and all
of which will together constitute the same nstrument

Section 912 Tume Time 1s of the essence of this Agreement In computing the number of
days for purposes of this Agreement all days will be counted including Saturdays Sundays and
legal holidays however if the final day of any time peniod falls on a Saturday Sunday or legal
holiday then the final day will be deemed to be the pext day that 1s not a Saturday Sunday or
legal holiday

Section 913 Authonity for Execution The District certifies represents and warrants that the
executton of this Agreement 1s duly authorized and adopted m conformuty with 1its statutory
authonty and bylaws WEC hereby certifies represents and warrants that the execution of this
Agreement 1s duly authorized and adopted 1n conformity with the articles of mcorporation and
bylaws or partnership agreement of each entity executing on behalf of WEC

Section 9 14 Memorandum of Agreement The Parties shall execute the Memorandum of
Agreement attached as Extubit C, and the District shall record this Memorandum 1n the property
record of Bexar County

Section 915 Exhibits The following exhibits are attached to this Agreement, and made a part
hereof for all purposes

Exhibit A 1 Borgfeld Tract Property Description
Extubit A 2 Rogers Tract Property Description
Exhibit A 3 Stem Tract Property Description
Extubit B 1 Borgfeld Tract Survey

Exhibit B 2 Rogers Tract Survey

Exhibit B 3 Stein Tract Survey

Exhibit C Memorandum of Agreement

IN WITNESS WHEREOF this instrument is executed as of the Effective Date

BEXAR METROPOLITAN WATER
DISTRICT

e a2

Victor V Villarreal
President of the Board of Directors

ATTEST

19




Secz;etary of the Board of Drrectors

20

WATER EXPLORATION CO LTD

By  WAD Inc 1ts general partner

By ‘W MM
ark Wynne President
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prote ¢ ng Tevas by R ducing a1l Pr ntiny Pollut on

March 14 2006

Mr Thomas P Pardue P E
Bexar Metropolitan Water Distnict
2047 W Malone

San Antonio Texas 78225

Re BMWD Hill Country Public Water System I D #0150054
Peoposed. A mer Well w0 S Wald, Turke y hacihity #0935y
Engineer Contact Telephone (210) 354 6593
Plan Review Log Number 200601 153
Bexar County Texas

CN600652739 RN101236321
Dear Mr Pardue

The planning matenal received on January 27 2006 with your letter dated January 26 2006 forthe
proposed water well has been reviewed The project generally meets the minimum requirements of
the TCEQ s Chapter §290 Rules and Regulations for Public Water Systems (Rules) and 1s
conditionally approved for construction if the project plans and specifications meet the following
requirements

1 Neat cement shall consist of a mixture of API Spec 10 Class A and water in the ratio of not
more than 6 0 gallons of water per 94 pound sack of cement A maximum of 6 percent by
weight bentonite may be added [§290 41(c)(3XO)]

2 The space between the casing and dnll hole shall be sealed by using enough cement under
pressure to completely fill and seal the annular space between the casing and the dnll hole
The well casing shall be cemented 1n this manner from the top of the shallowest formation
to be developed to the earth s surface The dnller will utihize a pressure cementation method
in accordance with the AWWA Standard for Water Wells (A100 97) Appendix C Section
C 3 (Positive Displacement ~ Extenor Method) Section C 4 (Interior Method ~ Without
Plug) Section C'5 (Positive Placement Interior Method Dnliable Plug) Section C 6
(Placement Through Float Shoe Attached to Bottom of Casing) Cementation methods other
than those listed 1n this subparagraph must be approved by the executive director prior to the
construction of the well A cement bonding log as well as any other documentation deemed
necessary may be required by the executive director to assure complete sealing of the
annular space as required in §290 41(c)3XC) of the rules

(VI R R LY \ta [ I yil o It t 1 !
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Mr Thomas P Pardue PE
Page 2
March 14 2006

An appointed engineer must notify the TCEQs Region 13 Office at (210) 490 3096 when
construction will start

The design engineer or water system representative is required to notify the Utihty Technical
Review Team at (512) 239 6960 at least 48 hours before the well casing pressure cementing
begins If pressure cementing 1s to begin on a Monday then they must give notification on the
preceding Thursday If pressure cementing 1s to begin on Tuesday then they must give notification
on the preceding Friday

The TCEQ does not approve this well for use as a public water supply at this tme We have
enclosed a copy ofthe Public Well Completion Data Checkhist for Internnm Approval We provide
this checklist to help you in obtaining interim approval to use this well before we can give final
approval

The submuttal consisted of three sheets of engineering drawings technical specifications and an
engineenng summary The proposed project consists of

One public water supply open hole well dnilled to 860 feet with 420 linear feet (1 f) of
16 inch 1d pressure cemented steel casing The design capacity of the submersible well
pump 1s 750 g pm at 360 feet of rated total head
Related yard piping valves fittings and mxscellaneoushappurtenances
The proposed water well 1s approximately 200 feet southwest of well No 2
This approval 1s for above hsted items only
Please keep in mind that within 60 days of project completion the engineer must attest in writing that
the project was constructed as described in the approved plans specifications and any change orders
filed with the TCEQ as required 1n §290 39(h)(3) of the Rules )
Please refer to the Utilities Technical Review Team s Log No 200601 153 1n all correspondence
for this project This will help complete our review and prevent 1t from being considered a new
project
Please complete a copy of the most current Public Water System Plan Review Submuttal form for
future submittal to TCEQ for review of improvements to a Public Water System Every blank on
the form must be completed to minimize any delays in review of your project The document is

available on our WEB site at the address shown below

http //'www tnrcc state tx us/permitting/waterperm/ud/sf pdf

BMWD
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Mr Thomas P Pardue PE
Page 3
March 14 2006

For future reference you can review part of the Utilities Technical Review Team s database to see

1f we have received your project Ths is available on the TCEQ s homepage on the Internet at the
following address

http //www tceq state tx us/assets/pubhc/perrmttmg/watersupply/ud/planrev_llst html

You can download most of the well construction checkhsts and the latest revision of Chapter 290

Rules and Regulations for Public Water Systems from this site

If you have any questions please contact me at 512/239 0881 or the Internet address

PBASNET@tceq state tx us  or 1f by correspondence include MC 153 mn the letterhead address
below

Sincerely

u—””
Prabin Basnet EIT
Utilities Technmical Review Team

\jVOtcr Supply 'léwxslzn M%IT

Jerry Salgado PE
Utihities Technical Review Team
Water Supply Division MC 153

PB/JAS/ac
cC Scott Oakland 2047 W Malone San Antonio Texas 78225

TCEQ Central Records PWS File 0150054
TCEQ Region No 13 Office San Antonio (w/approved matenals)

BMWD
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To

cC

L U ¢ Y

Z/02_ ) 354 ol PAF

BEXARMET WATER DISTRICT
DEPARTMENT OF ENGINEERING
NOTICE TO PROCEED
Wild Turkey W#5 Factlity %095
Tha Walsr Reivusce People
March 23 2006
ALSAY Incorporated

3359 SE Loop 410
San Antonio Texas 78222

I

HI

You are hereby notified that you are to begin work on the project as descrnibed heremn
within seven (7) days from the date of this letter n accordance with the Special Condition,
Tune of Completion, m the amount of $314.900 00

Please notify Leonard D Martm @ (210) 354-6537 of the date on which you plan to
commence work.

Your attention 13 called to the fact that you have a peniod of nnety (90) working days
within which to complete this project as specified 1n the aforementioned Section of your
conmtract )

IV Your contract properly executed by officials of the BexarMet Water District s attached
for your files
Sincerely
Thomas P Pardue Jr PE
District Area Engineer
Contract File
Construction Inspector
Engineering Department
Warehouse Department
Surveying Department
Plans & Records

AN EQUAL OPPORTUNITY EMPLOYER

> NTP 1

BMWD

1163
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