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ORIGINAL PETITION FOR REVIEW AND
REQUEST FOR INTERIM RATES

The City of Dallas ("Dallas") files this petition for review of a water rate for Lake Fork water for

Dallas purportedly set by the Sabine River Authority of Texas ("SRA") on October 9, 2014. In

support of its petition for review and request for interim rates, Dallas respectfully shows as

follows:

1. INTRODUCTION

This is not a run-of-the-mill water rate case between a supplier and a customer due to the

terms of the contract between Dallas and SRA. In 1981, Dallas and SRA entered into the first of

a series of agreements related to the assignment and conveyance of water from the Lake Fork

Reservoir for use by Dallas for municipal and resale purposes. See Water Supply Contract and

Conveyance ("Agreement"), a copy of which is attached to this petition as Exhibit "A" and

incorporated herein for all purposes. The Agreement's initial term ended would also expired on

November 1, 2014, with 40-year automatic renewals unless Dallas elected not to renew the

Agreement. The Agreement required Dallas to pay 100% of the construction cost for the Lake

Fork Reservoir by retiring all bonds issued for the financing of the Lake Fork Dam and Reservoir

Project and by reimbursing the bond principal and trustee's fees paid by some corporations prior

to the execution of that agreement. The Agreement further required Dallas to pay 74% of the

"Service Charge" (the reasonable and necessary costs and expenses directly associated with the

operation and maintenance of the Lake Fork facilities) each year since the execution of the
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Agreement in 1981. Dallas has fully performed its obligations under the Agreement and has

elected to renew the Agreement.

In exchange for Dallas paying for all the cost of constructing the reservoir and also

paying annually 74% of the cost to operate and maintain the reservoir, the Agreement required

SRA to supply up to 74% of the available water to Dallas. In addition, the Agreement provided

that "[t]he amount of compensation that [SRA] shall be entitled to receive during any renewal

term (exclusive of the City's pro rata share of the Service Charge) shall be determined by mutual

agreement between the City and [SRA], taking into account such price as is prevailing in the

general area at the time for like contract sales of water of similar quality, quantity, and contract

period."

For years, the parties cooperated and worked together on the agreements described

below. Starting in 2008, Dallas and SRA began negotiations regarding the rate that Dallas would

pay when it renewed the contract. From the start, the parties were far apart and were not able to

make much headway during the last six years. On October 9, 2014, the Board of Directors of the

SRA took precipitous, drastic, and unilateral action to purportedly set a rate for the next 40 years

of the Agreement.

II. PARTIES

Dallas is a Texas municipal corporation located in Dallas and other counties, with its

principal offices located at City Hall, 1500 Marilla Street, Dallas, Texas 75201, in Dallas

County, Texas. The City is incorpor4ed by virtue of a Special Act of the Texas Legislature. See

Act of April 13, 1907, 30th Leg., R.S., ch. 71, 1907 Tex. Special Laws 568, as amended. Dallas

exercises the functions of a home-rule municipal corporation under that Act, which Act and its

amendments constitute the City's charter. The Dallas City Manager is A.C. Gonzalez.
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The representative of the City is:

Jo M. (Jody) Puckett, P.E., Director
City of Dallas Water Utilities
1500 Marilla Street, 4AN
Dallas City Hall
Dallas, Texas 75201

The attorneys for the City of Dallas are:

Christopher D. Bowers
First Assistant City Attorney
Ileana N. Fernandez
Executive Assistant City Attorney

Office of the City Attorney
City of Dallas
1500 Marilla Street, 7BN
Dallas, Texas, 75201
214-670-3519
214-670-0622 (fax)
Chris Bowersgdallascityhall.com
Ileana Fernandezgdallascityhall.com

Gwendolyn Hill Webb
Webb & Webb, Attorneys At Law
211 East Seventh Street, Suite 712
Austin, Texas 78701
512-472-9990
512-472-3183 (fax)
gLhill webbkwebbwebblaw.com

Norman J. Gordon
Merwan N. Bhatti
Mounce, Green, Myers, Safi, Paxson & Galatzan, a Professional Corporation

100 N. Stanton, Suite 1000
El Paso, Texas 79901
915-532-2000
915-541-1548 (fax)
Gordon@mgms .g com
Bhattigmgms .g com

The Sabine River Authority of Texas ("SRA") is a state agency and political subdivision.

Specifically, the SRA is a conservation and reclamation district created by the Legislature in
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accordance with Article XIV, Section 59 of the Texas Constitution. See Act of April 27, 1949,

51st Leg., R.S., ch. 110, 1949 Tex. Gen. Laws 193, as amended. The general office of the SRA

is at P.O. Box 579, Orange, Texas 77631. The Executive Vice President and General Manager

of SRA is David Montagne who can be notified at that address. SRA provides water service to

Dallas as defined in Tex. Water Code § 13.002(21).

III. JURISDICTION TO HEAR CASE AND SET INTERIM RATES

This is an appeal of a wrongful decision of the board of directors of SRA purporting to

set rates pursuant to a contract between the City and SRA. This Commission has jurisdiction

over the dispute pursuant to Tex. Water Code §12.013. This case involves the setting of

reasonable rates for the furnishing of raw water for municipal and other purposes. Texas Water

Code §12.013(e) provides that the Commission may set interim rates and compel continuing

service during the pendency of any rate proceeding. Texas Water Code §12.013(f) provides that

the Commission may order a refund or assess additional charges between the date a petition for

review is received by the Commission and the date the rate is fixed.

In the alternative to and in addition to jurisdiction under Texas Water Code §12.013, this

Commission has jurisdiction over this petition pursuant to Tex. Water Code §13.043(f) as

appellate jurisdiction. The Dallas Department of Water Utilities is a retail water utility as

defined in Tex. Water Code § 13.002(20). SRA is a political subdivision of the State of Texas,

providing service to Dallas as defined in Tex. Water Code § 13.002(21) and the SRA action of

October 9, 2014 is a decision affecting the amount paid for water or sewer service. This petition

for review is filed within 90 days after the date of notice of decision of SRA was received by

Dallas.
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IV. HISTORY OF THE DISPUTE

Effective October 1, 1981, Dallas, the SRA, and Dallas Power & Light Company, Texas

Electric Service Company, and Texas Power & Light Company (collectively "Corporations")

acting through Texas Utilities Generating Company ("TUGCO") entered into the Agreement.

Under the terms of the Agreement, the Corporations, TUGCO and SRA conveyed water

rights to Dallas up to 74% of the dependable yield of the Lake Fork Reservoir to Dallas for its

use as a water supply agency and the right to sell and convey the water as permitted by law. The

yield at that time was not to exceed 120,000 acre-feet of water per year. By virtue of the

Agreement, SRA conveyed all rights for the use of 74% of the dependable yield of water from

the Lake Fork Reservoir, including consumptive use of such water as is withdrawn from the

facilities. (Article II, Sec. 2.01, 2.02, 2.03) Dallas agreed to acquire, construct and provide all

necessary works to provide for water intake and withdrawal. (Article II, Sec. 2.04, 2.05)

Under the terms of the Agreement, Dallas also agreed to pay to SRA, beginning October

1, 1981, the semi-annual payments for facilities charges (charges undertaken by the Corporations

prior to the Agreement) to amortize the bonds pursuant to the Bond Amortization contract dated

February 18, 1974, and payments of the Service Charge (the payment to enable the SRA to pay

the reasonable costs and expenses directly associated with the operation and maintenance of the

Facilities). In addition, the Agreement required Dallas to pay the Corporations $1,440,998.11 (the

total of all bond principal and trustees fees paid by the Corporations prior to the execution of the

Agreement).

A. Renewal Term and Payment.

Under the terms of the Agreement, the term would be automatically renewed for a 40-

year term effective November 1, 2014 unless Dallas gave written notice of termination at least
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one year before November 1, 2014. Dallas did not give such notice, and in fact notified the SRA

of its intent to continue the Agreement before November 1, 2013. The compensation to be

received by SRA, in addition to 74% of the Service Charge, for the 40-year renewal term is

defined in Section 6.02 to be accomplished by mutual agreement between SRA and Dallas,

"taking into account such price as is prevailing in the general area at the time for like contract

sales of water of similar quality, quantity and contract period." The Agreement further

contemplates that, if Dallas and SRA are unable to agree on the amount of compensation prior to

the expiration of the term, the Texas Water Commission may establish interim compensation,

until the amount of compensation is finally determined.

B. First Supplemental Agreement.

Effective July 30, 1986, the First Supplement to the Water Supply Contract and

Conveyance was executed between Dallas, SRA and Texas Utilities Electric Company ("First

Supplement). The First Supplement removed certain restrictions on amounts that could be

withdrawn but did not change the term, renewal term, or provisions for the determination of

compensation. It also recognized the approval of the operation of the Lake Fork Reservoir and

the Lake Tawakoni Reservoir on a joint-use basis. As a result of the First Supplement changes,

Dallas has rights to and the ability to withdraw 131,860 acre-feet of water per year. The First

Supplement is attached as Exhibit "B" and is incorporated herein for all purposes. Permit No.

05-4669, as amended is attached as Exhibit "C" and is incorporated herein for all purposes.

C. Certificate of Adjudication No. 05-4669.

SRA is the owner of a water rights permit, Certificate of Adjudication No. 05-4669,

issued by a predecessor agency to the Texas Commission on Environmental Quality, which

authorizes SRA to operate and maintain Lake Fork Reservoir, and to divert and use water in
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accordance with the terms and conditions of the Agreement, as amended, which include the right

to operate Lake Fork and Lake Tawakoni on a Joint Use Basis. Under Permit No. 05-4669, as

amended, SRA has the right to impound 675,819 acre-feet of water in Lake Fork, and to divert

and use 188,660 acre-feet of water per year for municipal, industrial, and agricultural (irrigation)

purposes. Additionally, under the Lake Fork Permit No. 05-4669, Dallas has the right to divert

and use 131,680 acre-feet of water, of which 120,000 may be used in the Trinity River Basin.

V. CURRENT DISPUTE

More than six years prior to November 1, 2014, Dallas attempted to negotiate with SRA

for the rate for a renewal term. However, SRA did not act appropriately to arrive at a renewal

rate for the contract term. Instead, on October 9, 2014, the Board of Directors of SRA, in

violation of the terms of Section 6.02 of the Agreement, adopted a rate in addition to the Service

Charge described above of $0.5613 per 1000 gallons, payable on a "take or pay" basis for

131,860 acre-feet of water per year, with a price escalator based on the Consumer Price Index.

The Executive Vice President and General Manager sent a letter to the Director of Dallas Water

Utilities dated October 13, 2014 announcing the decision of the Board of Directors. A copy of

the letter is attached to this Petition as Exhibit "D" and is incorporated herein for all purposes.

The rate adopted by the SRA Board of Directors on October 9, 2014 violates the contract terms

in the following particulars:

A. The Board of Directors unilaterally adopted a rate in violation of the Agreement.

B. The Board of Directors adopted a rate that was not a negotiated rate in violation of the

Agreement.

C. The Board of Directors adopted a rate that violates the descriptive terms of the

Agreement.

D. The Board of Directors adopted a rate that does not take into account like contract
sales of water of similar quality, quantity and contract period.
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E. The Board of Directors adopted a rate that is contrary to the public interest.

F. The Board of Directors adopted a rate that is not based on any appropriate cost
considerations.

G. The Board of Directors adopted a rate that is not based on any cost-of-service
analysis.

H. The Board of Directors adopted a rate that exceeds the rates charged by the SRA for
sales to other customers for raw water supplied from Lake Fork and Lake Tawakoni,
and in fact is 9 times the amount currently paid and more than 2.2 times charged by
SRA for sales of raw water.'

1. The Board of Directors adopted a rate that impairs the purchaser's ability to continue

to provide service to its customers based on the purchaser's financial integrity and
operational capability.

J. The Board of Directors adopted a rate that is an abuse of its monopoly power.

K. The Board of Directors improperly adopted a "take or pay" rate rather than a rate
based on usage.

L. The Board of Directors adopted a rate that is unreasonably preferential, prejudicial
and discriminatory compared to the wholesale rates the seller charges other wholesale
customers.

Each of the above violations of law, contract and/or Commission rules provides a basis

for setting a new rate, and a rate based on cost-of-service principles.

VI. NATURE OF RELIEF SOUGHT

The plain terms of the Agreement call for the rates to be set for the 40-year period

beginning November 1, 2014 by agreement of the parties, not unilateral action by either party.

Accordingly, the attempt by SRA to set a rate unilaterally is in violation of the contract,

consequently the action of October 9, 2014 does not constitute "a rate set pursuant to a contract"

within the meaning of PUC Subst. R. Sec. 24.131(c). If SRA does not agree that the rate is not

set pursuant to a contract, the Administrative Law Judge in the case, after interim rates are set,

1 The Water Rate schedule for 2015 $0.282 per 1000 gallons for out of basin sales (take or pay).
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should abate the case until the dispute over the question whether the rate is part of the contract

has been resolved by a court of proper jurisdiction in accordance with PUC Subst. R. Sec.

24.131(d). In the alternative, should the determination be made that the rate was set pursuant to

a written contract, the Commission should determine that the rate is not in the public interest and

set an evidentiary hearing on the rate in accordance with PUC Subst. R. Sec. 24.13 1 (c).
The

Commission should set rates which are just, fair, reasonable and non-discriminatory.

VII. REQUEST FOR INTERIM RATES

Pursuant to TEX. WATER CODE §12.013(e) and §13.043(h), and Section 2.06 of the

Agreement, the Commission has authority to set interim rates pending the determination of final

rates in this proceeding. Because of the draconian amounts sought to be charged by SRA, Dallas

requests that the rate in effect prior to November 1, 2014 (i.e. 74% of the Service Charge) be set

as the interim rate, subject to adjustment at the time a final order is effective in this case. The

proposed rate increases the amount to be paid by Dallas for the water by 450%. Upon referral to

the State Office of Administrative Hearings, the Commission should direct a hearing on interim

rates to be set forthwith and that the effective date of interim rates be November 1, 2014.

VIII. COMPLIANCE WITH PUC RULES

The allegations in this Original petition comply with PUC Rule Subst. Rule §24.130.

IX. PRAYER FOR RELIEF

WHEREFORE, PREMISES CONSIDERED, Dallas prays that the Commission:

(1) take jurisdiction of this controversy;

(2) determine that this Petition meets the requirements of PUC Subst. R. Sec. 24.130;

(3) immediately set an interim rate effective November 1, 2014, at the rate in effect prior to
November 1, 2014, subject to refund or surcharge, as provided in the Agreement and/or
pursuant to Tex. Water Code. §12.013(e) and/or Tex. Water Code §13.043(h);
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(4) after the interim rate is set, direct that the controversy be decided as a rate not set
pursuant to a contract;

(5) if SRA does not agree that the rate is a rate not set pursuant to a contract, abate the
proceedings until the question of whether the rate is a rate set pursuant to a contract has
been resolved by a court of proper jurisdiction; and,

(6) in the alternative, if the determination is made that the rate is set pursuant to a written
contract, determine that the rate set on October 9, 2014 is not in the public interest,
conduct a hearing, and set a final rate that is just, fair, reasonable and non-discriminatory;
and

(7) such other and further relief to which Dallas may be entitled.
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Respectfully submitted,

Ileana N. Fernandez
Executive Assistant City Attorney
Christopher D. Bowers
First Assistant City Attorney
Office of the City Attorney
City of Dallas
1500 Marilla Street, 7BN
Dallas, Texas, 75201
214-670-3519
214-670-0622 (fax)
Chris.Bowersgdallascitvhall com
fleana.Femandez@dallascityhall.com

Gwendolyn Hill Webb
Webb & Webb, Attorneys At Law
211 East Seventh Street, Suite 712
Austin, Texas 78701
512-472-9990
512-472-3183 (fax)
a.hill.webb(cr^webbwebblaw com

Norman J. Gordon
Merwan N. Bhatti
Mounce, Green, Myers, Safi, Paxson &
Galatzan, A Professional Corporation
100 N. Stanton, Suite 1000
El Paso, Texas 79901
915-532-2000
915-541-1548 (fax)
Gordonna,m ms com
Bhattina,m ms .com

By:

Norman J. Gordon
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document has been served

via hand delivery, facsimile, electronic mail, overnight mail, US mail and/or Certified Mail

Return Receipt Requested on all parties whose names appear on the mailing list below on this
04Lday of ^kloe''" , 2014.

FOR THE PUBLIC UTILITY COMMISSION:
1701 N. Congress Avenue, 7th Floor
PO Box 13326

Austin, Texas 78711-3326
Via Electronic Upload & Hand Delivery

FOR RESPONDENT , SABINE RIVER AUTHORITY:
Sabine River Authority of Texas

Mr. David Montagne, Exec. Vice President
PO Box 579
Orange, Texas 77631
Via Certified Mail, Return Receipt Requested

S

P

WENDOLYN HI WE BA
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WATER SUPPLY- COfi1TRACr AqFk- CCI*VEYANCL

THE STATE OP' TEXAS

COUNTIES OF W0014 RAINS, AND
KNOW ALL MEN BY THESE PRESENTS:

HOPKINS

This WATER SUPPLY CONTRACT AND CONVEYANCE is made as of the day

and year hereinafter set forth by and between the CITY OF DALLAS,

TEXAS (hereinafter sometimes called the "City") on the one hand, and

the SABINE RIVER AUTHORITY OF TEXAS (hereinafter called the
"Authority"),

and DALLAS POWER & LIGHT COMPANY, TEXAS ELECTRIC

SERVICE COMPANY, and TEXAS POWER & LIGHT COMPANY (hereinafter

collectively called the "Corporations"), said Corporations acting

herein by and, through TEXAS UTILITIES GENERATING COMPANY

(hereinafter called "TUGCO"), as their-agent, on the other hand.

W I T N E S S E T H:

RECITALS

i.
The City of Dallas is a Texas home rule city located in the

County of Dallas, Texas, acting herein by and through its City

Manager, duly authorized to execute this instrument by authority of

Resolution No. 81-1936, approved by the City Council of the City of

Dallas on ,Iuly:. 8-, 1981.

2. The-Authorit-y° is an agency and political subdivision of the

State of, Texaw,,- being a conservation and reclamation district

created and governed by an Act of the 51st Legislature, p.193,

ch. 110, and thereafter amended in 1955, Acts 54th Legislature,

p.379, ch. 101, 51, and in 1973, Acts 63rd Legislature, p.557, ch.

238 (the "Act"), pursuant to Article 16, Section 59, of the Texas

Constitution,
acting herein by and through the duly authorized

President of its Board of Directors and its Executive Vice President

and General Manager.

3. The Corporations and TUGCO are Texas corporations.

0 I
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4. The Authority has. acquired, constructed and owns the water

supply facilities- hereinafter defined, consisting of a dam,

Reservoir, lands and related facilities on Lake Fork Creek in Wood,

Rains, and Hopkins Counties, Texas.
The location of Station 103 +

80 on the centerline of the dam which impounds the Water creating

Lake Fork Creek Reservoir is N 81°45' W, 3700 feet from the NE

corner of the J. M. Stedman Survey, Abstract No. 559, Wood County,

Texas, approximately 5 miles west of Quitman, Texas. Attached

hereto and made a part hereof is a certified copy of the Project

Boundary Map, dated July, 1974, prepared by the Consulting Engineers

for the Authority, and approved by the Authority on July 31-, 1974.

5. The Corporations have heretofore entered into a Water

Supply Facilities Agreement with the Authority, dated February 12,

1974, by the terms of which the Corporations were granted the right

to withdraw and have consumptive use of certain Water from the Lake

Fork Reservoir, not to exceed 120,000 acre feet per calendar year,

in exchange for the agreement by the Corporations to pay all

Semi-Annual Facilities Charges to retire all bonds issued for the

financing of the Lake Fork Dam and Reservoir Project, and the

payment to the Authority of the Service Charge, enabling the

Authority to pay the reasonable and necessary costs and expenses

directly associated with the operation and maintenance of the

Facilities.

6.
Upon completion of impoundment, the Reservoir will have a

normal pool level at elevation 403.0 feet above mean sea level, with

a surface area of approximately 27,690 acres. The Reservoir storage

capacity at the normal pool level will amount to approximately

675,819 acre feet of Water. The dependable yield of the Reservoir,

with drawdown limited to an elevation of 372.0 feet above mean sea

level, such limited drawdown restriction being based upon use of the

Reservoir as a cooling pond for electric power generation, is

approximately 164,940 acre feet annually (1980 conditions). The

dependable yield is expected to decrease by the year 2030 to
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approximately 163`,02g acre feet annually.

7.
The City of Dallas desires to acquire certain Municipal and

other water use rights in Lake Fork Reservoir, for its own use as a

water supply agency, with rights to use, sell and convey same in any

manner permitted by law; and the Authority, the Corporations and

TUGCO desire to convey such rights to the City of Dallas, in

accordance with the terms and conditions hereinbelow set out, so

that the City shall have such water use rights to 74% of the

dependable yield of Water from the Reservoir annually, not to exceed

120,000 acre feet per calendar year, based on estimated year 2030

yield and the constraints on Reservoir drawdowns as outlined in

paragraph 6 above. Actual yield shall be adjusted from time to time

based on Reservoir surveys by consulting engineers.

NOW, THEREFORE, in consideration of the premises and of the

respective agreements and the conveyance hereinafter set forth, the

parties hereto contract as follows:

0

1. DEFINITIONS AND EXHIBITS

1.01. Agreement: This Water Supply Contract and Conveyance,

including the attached Exhibits.

1.02. Annual Operating Budget: Estimates of all direct

costs and expenses the Authority expects to incur in operating and

maintaining the Facilities during the next succeeding Authority

fiscal year following the period covered by the Initial Operating

Budget, and which are properly includable in the Service Charge,

such estimates to be itemized on an annual basis.

1.03. Article: Any subdivision of this Agreement designated

with a roman numeral.

1.04. Bond Amortization Contract: The contract dat4fd

February 18, 1974, providing for payments of Semi-Annual Facilities
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Charges by' tIie^;_C&rpOrat'icsnsF to- ama,et; fad` thW Bond. s. A true copy is

attached--hereto- ana,.incorporated herein by= reference as Exhibit

1•05• Ak; Bond- - Resolution: Any of the resolutions of the

Authority's Hoard of Directors authorizing the issuance of Bonds in

conjunction with the Lake Fork Reservoir Project.
True copies of

the existing six resolutions are attached hereto and incorporated

herein by reference as Exhibits "B" " " " " " " "F ", C, D, E, and "G",
respectively, with the consolidated schedule of Debt Service

Requirements attached as Exhibit "H."

1.06. Bonds: Any revenue bonds of the Authority authorized,

issued, and delivered to finance the acquisition and construction of

any portion of the Facilities pursuant to the terms of the Bond

Amortization Contract, the Facilities Agreement and this Agreement,

including initial- issues or series of bonds and completion bonds,

and any bonds issued to repair, enlarge, extend, or otherwise

improve the Facilities, together with any bonds issued to refund any

of the foregoing bonds.

1.07. Consulting Engineers: Any engineering firm or company

as may be agreed upon between the City and the Authority.

1.08. Facilities: The water supply facilities consisting of

the lands, easements, rights-of-way, dam, reservoir, and related

facilities to. be- or presently acquired, constructed, and owned by

the Authority cttts or adjacent to Lake Fork Creek, a tributary of the

Sabine River, in Wood, Rains, and Hopkins Counties, Texas, such

facilities constructed substantially in accordance with the plan and

report prepared for presentation at public hearing before the Texas

Water Rights Commission, entitled "Lake Fork Dam and Reservoir on

Lake Fork Creek, Sabine River Basin," dated June, 1974, by URS,

Inc.,
Consulting Engineers, Dallas, Texas, and any amendments or

supplements thereto.

1•09. Facilitie`s Agreement: The Water Supply Facilities
Agreement

entered into by and between the Authority and the
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Corporations. and` TETGCt3,: dated` February 19, I974.
A true copy is

attached heretoz ancl,^ incorporated herein by reference as Exhibit

1.10. Permits: Any and all necessary permits, licenses,

orders, and'other governmental approvals from any local, state, or

federal
agency that may now or hereafter have jurisdiction to

authorize the Authority to acquire, construct, provide, operate, and

maintain the Facilities, and those required to trarisfer Water

outside of the Sabine River Basin, to transfer Water and store same

in Lake Tawakoni, to change the use of the Water to Municipal and

other
purposes and to approve any aspect of this water Supply

Contract and Conveyance, including those required under the Rules of

the Texas Water Development Board and specifically Rules No. 156.02,

50.003-- .006.

1.10(a). Permit No. 2948: The "Permit to Appropriate State

Water" heretofore obtained by the Authority from the Texas Water

Rights Commission, dated August 1, 1974.
A true copy is attached

hereto and incorporated herein by reference as Exhibit "J."
Upon

approval of an application by the Sabine River Authority of Texas to

the Texas Water Commission for an amended or revised Permit, other

than for Water to which the Authority is entitled under the terms of

this Agreement,;
as required by this Agreement, same shall be

attached hereto and marked as Exhibit "R". The amended or revised

Permit shal3r-, then, be recor.ded, provided, however, that should same

not be in a recordable form, a memorandum of this Agreement shall be

recorded in lieu thereof.

1.11. Phillips Contract: The Water Purchase Contract

between the Authority, the Corporations (acting through TUGCp as
agent) and Phillips Coal Company ( "Phillips"), dated December 14,

1979, whereby Phillips may purchase up to and including 30,000 acre

feet of
Lake Fork Water annually, subject to the terms stated

therein.
A true copy of the Phillips Water Purchase Contract is

attached hereto and incorporated herein by reference as Exhibit "L."
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O^'^ iivery-'t
,
-- Tltt-po.iStMoft the Reservoir where

the City or=. trier^,cotpn^rations, as- the casiw- may be, will withdraw

Water, to b*, agreed-` upon between the City -or the Corporations and

the Authority,:k-. The- City or the Corporations, as the case may be,

shall
provide- all works and structures at each such Point of

Delivery for withdrawing Water from the Facilities, and shall be

entitled to withdraw such Water in the amounts conveyed in this

Agreement.
The location of the Points of Delivery will be furnished

to the Texas Department of Water Resources, after they are

determined in accordance with this Agreement.

1.13. Reservoir: The- Lake Fork Reservoir, including all

lands and flowage and floodage easements acquired in connection

therewith.

1.14. Section: Any subdivision of this Agreement designated

by arabic numerals:

1.15. Semi-Annual Facilities Charge: Any payment which the

Corporations by virtue of the Facilities Agreement and the City by

virtue of this Agreement are obligated to make to amortize the Bonds

pursuant to the Bond Amortization Contract.

1.16. Service Charge: The payment to be made by the

Corporations' by- virtue of the Facilities Agreement and the City by

virtue of thiS:Agreement to the Authority to enable the Authority to

pay the '-r4Laeena-ls3e:'• and necessary costs and expenses directly

associated with the operation and maintenance of the Facilities.

1.17. Tenneco Option: The option granted in the agreement

between the Authority and Tenneco Coal Company ( "Tenneco"), dated

December 19, 1979, whereby Tenneco may purchase up to and including

20,000 acre feet of Lake Fork Water annually, subject to the terms

stated therein.
A true copy of the Tenneco agreement is attached

hereto and incorporated herein by reference as Exhibit "M."

1.18. Trust Indenture: The contract between the Authority

and Republic National Bank of Dallas, Dallas, Texas, as Trustee,

0- 6



dated December 1,- 1974, whereby the Authority assured and pledged to

the Trustee the Semi-Annual Facilities Charges, to be deposited in

the Debt Service Fund, created by the Bond Resolution and established

in trust witb- the Trustee, to secure the payment of the principal

of, redemption premiums, if any, and interest on the Bonds. A true

copy of the Trust Indenture is attached hereto and incorporated

herein by reference as Exhibit »t1."

1.19. Water: Untreated water from the Facilities. The

Authority shall have no duty or responsibility with respect to the

treatment,
quality or suitability of the Water for the City's

purposes; however, the Authority- agrees to use its best efforts to

maintain the quality and suitability of the Water for municipal use

to the extent that it has the authority and capacity to do so under

the laws of the State of Texas as they presently exist or may

hereafter be enacted, and in this connection, the Authority agrees

that it will promulgate and enforce rules and regulations for the

prevention of pollution of the Reservoir.

II. CONVEYANCE OF RIGHTS

2.01. The Sabine River Authority of Texas and the
Corporations, the latter acting herein through Texas Utilities

Generating Company as agent, and each acting by and through their

respective authorized officials, for good and sufficient

consideration, hereinafter set out in detail, the acceptance and

sufficiency of which is hereby acknowledged, have GRANTED and

CONVEYED, and by these presents do GRANT and CONVEY unto the City of

Dallas, its successors and assigns, all rights to the use of

seventy-four (74%) percent of the dependable yield of Water from

Lake Fork Reservoir, not to exceed 120,000 acre feet per calendar

year, for Municipal use purposes, or any other lawful use, including

the right to withdraw all or any portion of said Water, and to have

the consumptive use of such as is withdrawn from the Facilities. It

0 7



is intended that : the water rights'~ conveye,;V- herein shall include all

rights of the Corporations to Water under- the Acilities Aareemant -

said Corporations having effectively exercised .their option

contained under Section 3.02(b) of the Facilities Agreement on

November 19, 1980.
However, it is expressly agreed and understood

that this conveyance is -subject to the terms and conditions- set out

in this Agreement, binding upon all parties hereto. Further

provided, however, nothing herein shall prejudice the rights of any

party to assert its claim with respect to any Water not covered by

this Agreement.

2.02.
The quantity of Water which the City shall have the

right to take in accordance with the conveyance under this Article

II, hereinafter also referred to as the "City's Water," shall be

subject to purchases as follows, except during periods of shortages

when, in order to give priority to Municipal use, (a) the Authority

may, subject to approval, if necessary, of the Texas Water

Commission, restrict withdrawals of Water to Phillips and Tenneco,

and (b) the City may restrict withdrawals of Water to the

Corporations under Section 5.15 hereinbelow:

( ) ha t e quantity of Water actually purchased byPhillips Coal Company not t, o exceed 30,000 acre feet
of Water per year, in accordance with the terms and
provisions of the Phillips Contract;

(b) the quantity of Water actually purchased by
TennecqV Coal Company, not to exceed 20,000 acre feet
of Water per year, in accordance with the terms and
provisions of the Tenneco Option; and

(c) the quantity of Water actually purchased by the
Corporations from the City in accordance with the
terms of Article V of this Agreement, not to exceed
17,000 acre feet of Water per year.

2.03. It is specifically agreed that until November 1, 2014,

or such earlier date as may be mutually agreed upon, in no event

will any party hereto withdraw any Water from the Facilities if such

withdrawal would cause the surface level of water in the Facilities

to be lower than 372 feet above mean sea level.

• .
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Z.Q4• TIY^ City-' shaIEr at' ite oww_ expense, acquire,

construct, and` provide all necessary works. to provide for water

intake and withdrawal at the City's Points of Delivery to enable the

City to utilize Water taken by it under this Agreement. The

Authority agrees to convey at no cost to the City any necessary

easements and rights-of-way over or under the Authority's lands to

enable the City to withdraw, transfer and utilize such Water for its

intended purposes.

2.05.
The City, at its own cost and expense, shall furnish,

install, operate, and maintain at the City's Points of Delivery,

measuring equipment properly equipped with meters and devices of

standard types for measuring- accurately the quantity of Water

diverted under this Agreement, with a capacity to measure, within

generally accepted industry standards of accuracy, or as established

by the American. Water Works Association, the quantity of Water

diverted. Such meters shall be calibrated annually. The City shall

notify the Authority in advance of the annual meter calibration, and

the Authority shall have the right to be present and witness such

calibration.
Such measuring equipment shall be approved by the

Authority and the City, but shall remain the property of the City.

During any reasonable hours, the Authority shall have access to such

measuring equipment so installed. The Authority may, upon

reasonable ncat3;ce, at its option and non-reimbursable expense,

install and maintain such measuring equipment as it deems proper to

check and determine the accuracy of the City's measuring equipment.

III. EXISTING INSTRUMENTS; ASSUMPTION OF
OBLIGATIONS, RIGHTS, PRIVILEGES AND BENEFITS

3.01. This Agreement and the conveyance to the City under

Article II shall not be construed as a termination' or rescission of

any existing contract qz agreement relating to Lake Fork Facilities

and attached hereto as an Exhibit; and except as expressly modified

• 9
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by the terms and provisions of this. Agreement, relating to the

obligations, rights, privileges and benefits between and among the

parties hereto, the terms and provisions of the Facilities

Agreement, Bond Amortization Contract, Trust Indenture and the Bond

Resolutions shall remain in full force and effect.
The Authority

and TUGCO state, to the best of their knowledge, that with the

exception of those contracts and agreements heretofore^ referenced

and attached as Exhibits to this Agreement, and the following, there

exist no other agreements affecting the right of use of Lake Fork

Water in which either or both are a party:

(a) "Water Purchase Agreement" between the Authority and
the Corporations (acting through TUGCO), of even date
herewith, providing for the purchase of 20,000 acre feet of
Water annually, and providing for payment of a proportionate
share of the Service Charge, in the ratio of 20/163, such
agreement attached hereto and incorporated herein by
reference as Exhibit "0."

(b) "Easements Exchange Agreement" between Phillips Coal
Company, on the one hand, and the Authority and the
Corporations (acting through TUGCO), on the other hand,
dated December 14, 1979, providing for the exchange of.
certain easements, including a flowage and floodage
easement in and over Phillips' interests in property, and a
construction and diversion easement on and across the
Reservoir property, said agreement, with its attachments,
attached hereto and incorporated herein by reference as
Exhibit "P."

(c) "Water Supply Agreement" between the Authority and the
City of Longview, Texas, dated March 5, 1975, providing for
the purchase: of up to 20,000 acre feet of Water annually,
attached;-=.heret:a€, and incorporated herein by reference as
Exhibit- "^.'"..

3.02. The Corporations specifically authorize the Authority

to enter into this Agreement and to join in the conveyance of the

City's Water herein, and agree that such conveyance to the City is

not in violation of any of the terms and provisions of the

Facilities Agreement, Bond Amortization Contract or any other

agreements by and between the Corporations and the Authority.

However, nothing contained herein shall be deemed to relieve the

Corporations of any duty or obligation undertaken by the

Corporations to the Authority in any of such documents, in the event

0
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s:ucCv duty oJ0::'otsHgatian:r i^^ not discharged as required to be

discharged byi.tWCity'=.

3•03. _^- Iststhing contained in this Agreement shall be construed

to relieve ttto Corporations of any duty or limitation imposed upon

them by the terms of the Facilities Agreement, the Bond Amortization

Contract, or other documents affecting the Bonds or the right of the

holders of the Bonds, including without limitation, payment of the

Semi-Annual Facilities Charges and Service Charge, in the event the

same are not paid or discharged by the city to the extent provided

hereinbelow.

3.04. As. between the parties hereto,- TUGCO and the

Corporations, in addition to the conveyance of the Corporations'

water use rights under Article II above, hereby grant and assign,

and the City hereby takes and assumes, all other rights, privileges,

benefits and obligations of TUGCO and the Corporations under the

Facilities Agreement and the Bond Amortization Contract, Exhibits

"I" and "A" hereto, and the existing Phillips Water Purchase

Contract, Exhibit "L' hereto, the existing Tenneco agreement,

Exhibit "M" hereto, and the Easements Exchange Agreement, Exhibit

"P" hereto, subject to the terms and provisions of this Agreement.

3.05. Among the obligations, rights, privileges and benefits

hereby grante&, to:, and- assumed by the City, subject to Article IV

hereof, speEtfi,c^ceger.ence is made to the following:

(a) Payment of the Semi-Annual Facilities Charges,
commencing October 1, 1981, in the appropriate amount and
manner required by the Bond Resolution and the Bond
Amortization Contract, subject to the provisions of this
Agreement.

(b) Payment of the Service Charge, commencing October 1,
1981, in the appropriate amount and manner as required by
the Facilities Agreement; subject, however, to the
Corporations absorbing such payments as may accrue through
September 30, 1981, and subject to the provisions of this
Agreement. In the event the Authority sells Water(including any agreement obligating the Authority to
deliver Water) during any of its fiscal years, with the
exception of the sale of Water to Tenneco Coal Company
under the Tenneco Option, the Authority shall pay from the
proceeds of such sale, a proportionate part of the Service
Charge for that fiscal year in the ratio that the volume of
such Water so sold bears to 163,000 acre feet. Provided,

Is'. 11



however, that as to the- sale-, of., wa^ej- to the City of
Longview under its Contract, Exhibit "Q" hereto, the amount
of the Service Charge to be paid shall be determined on the
basis of j.ongview's minimum take or pay obligation, or the
amount of-Water actually taken, whichever is greater.

(c) All
participation, htsauthorization

inspection,
consent,

review,
enforceenforcement

consultation,

approval previously held by TUGCO or the Corporations under
any and all instruments referenced in this Agreement and/or
attached hereto as Exhibits, except as provided in Section
9.04 hereof.

(d) All rights of priority formerly held by the
Corporations with regard to their rights to Water as set
out in Section 3.10 of the Facilities Agreement. In this
regard, and in the same fashion, all future sales of the
Authority's Water shall be made subject to the City's
rights to Water conveyed under this Agreement.

(e) All rights of the Corporations and TUGCO to receive
notices, reports, budgets, audits and any other documents,
and the right to review and approve same, as specified in
all instruments referenced in this Agreement and attached
hereto as Exhibits.

(f) All covenants of the Authority to TUGCO and the
Corporations, including those contained under Section 6.03
of the Facilities Agreement. All such covenants shall
hereafter inure to the benefit of the City.

3.06.
The City's assumption of the Corporations' obligations

to pay the Semi-Annual Facilities Charges and Service Charge, in

accordance with the requirements of the Facilities Agreement, Bond

Resolution and the Bond Amortization Contract, shall entitle the

City to receive the proper credits and reductions applicable to such

payments as specified under the Facilities Agreement, Bond

Amortization Contract and this Agreement, as well as compliance by

the Authority with their obligations under such instruments, and

compliance by TUGCO and the Corporations with their obligations

under this Agreement.

3.07.
No provision of this Contract shall ever impose, or be

construed as imposing, any liability or obligation on,the part of

the
City to make any payments hereunder, including Facilities

Charges,
Service Charges, or any other charges, fees or costs

0 12



whatsoever, out of any- City funds.. derfvec't. fromi. taxation or funds

raised or to be raised by taxation. All payments the City is

obligated hereunder to make shall be payable and collectible solely

from revenues derived from the City's water system, and shall

constitute an- operating expense thereof as provided by State law

authorizing municipalities to execute water supply contracts with

other public entities. Specifically, payments made by the City

toward the Semi-Annual Facilities Charges and Service Charges shall

be regarded as an operation and maintenance expense for purposes of

computing the City's water system revenue bond coverage.

3.08.
In addition to the other obligations undertaken herein

by the City, the City agrees to repay to the Corporations

$1,440,998.11, representing the total of all Bond principal and

Trustee's fees paid by the corporations before execution of this

Agreement.
Repayment of such amount, together with simple interest

at the rate of ten percent (10%) per annum from October 1, 1981,

until paid, shall be made by the City to the Corporations within two

(2) years from the effective date of this Agreement or within ninety

(90) days
from the date of issuance of the revised or amended Permit

satisfactory to the parties hereto in accordance with Article IV of

this Agreement, whichever occurs later.

3.09. ' Notwithstanding the foregoing, any Semi-Annual

Facilities Charges and Service Charge falling due between October 1,

1981, and the date of issuance of the revised or amended Permit

satisfactory to the parties hereto in accordance with Article IV

below (hereafter called "Date of issuance"), shall continue to be

paid by the Corporations. However, for purposes of reimbursement in

accordance with Article IV following said Date of Issuance, the City

shall escrow in a separate account an amount equal to such payments

as made by the Corporations, less the amounts falling due the City

from the Corporations under the provisions of Article V of this

Agreement, and will repay the Corporations the proceeds of said

13



account r witw.- erese a^= t rate, within ninety,

(90) days- folldefnw.- said Date or- Issuasfce;
In the event this

Agreement terminates in accordance with Article IV, all such

escrowed amounts and accrued interest shall remain the property of

the City.

IV. EFFECTIVE DATE; COMMENCEMENT OF PAYMENTS BY THE CITY

4.01.
The effective date of this Water Supply Contract and

Conveyance, following execution by all parties hereto, shall be

October 1, 1981. However, the City's obligations to make any

payments whatsoever under this Agreement, other than to its escrow

account under Section 3.09 above, shall not commence until approval

of this Agreement', to the extent necessary and to the satisfaction

of all parties hereto, by the Texas Water Commission, including

issuance of a revised Permit to the- Authority, or suitable amendment

to its existing Permit No. 2948, relating to the change of use of

the Water for Municipal and other purposes and its interbasin

transfer.
Only upon. issuance of the necessary Permits, complete and

satisfactory to all parties hereto, shall the City's payment

obligations under Article III and the Corporations' payment

obligation under Article V commence in accordance with this

Agreement.

4.02. Tho_ Authority shall be responsible for making and

supporting the appropriate Permit application and obtaining all

-necessary Texas Water Commission authorizations, including that

required for interbasin transfer of up to 120,000 acre feet of Water

annually from Lake Fork, transfer and storage of Water in Lake

Tawakoni (Dallas to absorb any transmission or evaporation losses

associated with Tawakoni storage, and provided that, except to the

extent allowed by State and/or Federal permits, such Water has not

been additionally polluted or contaminated), and change in

authorized Water use from Industrial to Municipal for that part of

14
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the C3.ty'w^ Water-= not intendecf• for- Industrial use (approximately

53,000 acre feet: anmuallyl. In making-and supporting such request

for change La- authorized use, the Authority will endeavor to have

the uses so-approved that will allow interbasin Municipal use of all

or part of the Water eventually intended for Industrial use. TUGCO,

the Corporations and the City agree to cooperate with and assist the

Authority in this regard.

4.03.
Should the necessary Texas Water Commission approval

and the revised or amended Permit not be obtained to the

satisfaction of all parties hereto within four years of the date of

this Agreement, with the City acquiring firm rights to the annual

use of the City's Water for the life of the Reservoir, then this

Agreement may be terminated at the option of either T[IGCO or the

City; and if so terminated, same shall become null and void, and of

no force and effect. Provided, however, the parties hereto

convenant to pursue such Permit with all due diligence, and further

agree to discuss and exhaust reasonable alternatives prior to

exercising any right of termination.

4.04.
The Authority shall have a continuing obligation to

make and support additional applications for Permit changes, at the

City's request, as options for Industrial use of the City's Water

are released. ia-the;. future.

V. THE CORPORATIONS' OPTION

5.01.
The City grants to the corporations the option to

purchase up to and including 17,000 acre feet of Water per annum

from the City's Water conveyed under Article II hereinabove, to be

withdrawn by the Corporations from the Reservoir on the terms and

under the conditions hereinafter stated.

5.02.
The Corporations shall have the right to exercise this

option until September `1, 1994.
The Corporations may exercise the

option as to all or any part of such 17,000 acre feet of Water by

0
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^^ thereof to the, City, which

not ice shall state` t-8a. number of acre- feeie of Water annually as to

which the-Cotposations are exercising their option to purchase. The

Corporations may exercise such option one time only, at which time

the number of- acre feet of water annually which the
Corporations

agree to purchase becomes fixed.

5.03.
If the Corporations fail to exercise this option as to

all or any part of such 17,00G acre feet of Water on or before

September 1, 1994, or if the Corporations shall give written notice

to the City of their intention to relinquish the option herein

granted, them this option- grant shall terminate effective as of

September 1, 1994,. or the date of such written notice, as the case

may be.

5.04-. 2 ►r.' cons iderat iow „- of= this.. option, the Corporations

agree to pay to the City annually. 17/12a of the Service Charges the

City is obligated' to pay. the Authority, until the option is

exercised:.

5.05.
If the Corporations exercise their option, the sale of

such Water as provided below may continue until January 1, 2014, at

which time such sales shall terminate unless the Corporations

negotiate with the City a renewal of their right to purchase Water

for a periocl` q^, time, not to exceed 40 years under reasonable terms

Rl^'.'^:.'.-and conditfo , p^^#;ce^ of Water after the initial term shall be the

City's charge for- untreated raw water, established from time to time

by the Dallas City Council, based upon periodic cost of service

studies, unless a different price structure is agreed upon by the

City and the Corporations at the time of renewal.

5.06. Except as hereinafter provided in Section 5.15, the

Water sold by the City hereunder to the Corporations is sold on a

"take or pay" basis.
The Corporations agree to pay in advance,

semi-annually on the first day of January, and July, one-half of the

annual purchase price for all acre feet of Water on which they may

\' 16



have exercised- their optiort-,. whether* or no-t- they actually take such

Water during such period. During this option's initial term, the

annual purchas-e° price the Corporations will pay the City shall be

the City's charge for untreated raw water, established from time to

time by the Dallas City Council, based upon periodic cost of service

studies.

5.07. If the Corporations elect to exercise their option for

all or any part of such 17,000 acre feet of Water annually, measured

at the Corporations' Point of Delivery or as provided in Section

5.11 hereof, effective on any day other than the first day of the

calendar year, then the Corporations shall pay as the purchase price

for Water in such year the amount determined in accordance with

section 5.06 above multiplied by a fraction the numerator of which

is the number of days remaining in the calendar year after the

effective date of the Corporations' exercise of their option and the

denominator of which is 365.

5.08. The Corporations shall have the right to construct,

operate and maintain electric generating facilities located on the

Reservoir, and to use the Water purchased for the operation of such

facilities, or such water, measured at the Reservoir, may be

released or withdrawn from the Reservoir for their use in connection

with the operation of electric generating facilities located

elsewhere. However, the Water purchased under this option shall not

be resold. Other than to a subsidiary corporation substantially

owned by Texas Utilities Company, the Corporations may not assign or

sell this option and their right to purchase Water hereunder without

the consent of the City. No assignment, sale or transfer shall in

any way' change or affect the obligations of the Corporations under

the terms of this Agreement. Where consent for a proposed

assignment or sale of this option or the Water purchased pursuant to

same has been denied b`y the City-, the Corporations may release back

to the City their option and right to purchase the Water, and

thereby be relieved of any further payment obligation to the City

with respect to same.

17



5.04. Tli& Corporations may designate,. subject to the City's

and Authority'a approval, which approval shall not be unreasonably

withheld, the point or points on the Reservoir at which the

Corporations. wish to withdraw water. The Corporations shall also

have the right to discharge Water withdrawn from the Reservoir, back

into the Reservoir at a point or points designated by them, also

subject to City's and Authority's approval, which approval shall not

be unreasonably withheld, provided that, except to the extent

allowed by State and/or Federal permits, such Water has not been

additionally polluted or contaminated.

5.10. The Corporations shall, at their own expense, acquire,

construct, and provide all necessary facilities for withdrawal and

discharge of Water, pursuant to this option. The City, TUGC© and

the Corporations each agree to provide easements to each other, at

no cost, over and across each of their lands for the construction of

each other's" facilities, including pumping, discharging, dikes and

canals, power lines, roads, pipelines and appurtenances, but no such

facilities shall interfere with facilities constructed by the party

granting the easements.

5.11. The amount of Water sold to the Corporations will include

Water deemed lost to the Reservoir through forced evaporation, if

the Corporations.- use the Reservoir for cooling, and for which the

Corporations w.ill pay in the same manner as for other Water actually

withdrawn and used. Water utilized by the Corporations strictly for

cooling will not be considered a "use" thereof for purposes of this

Article to the extent such Water is returned to the Reservoir.

Therefore, the amount of Water the Corporations may be entitled to

annually will be reduced by the amount of Water calculated to have

been lost to the Reservoir through such forced evaporation. The

amount of Water consumed by forced evaporation by generating

facilities located on Che Reservoir shall be calculated as follows,

or in such other fashion as may be mutually acceptable:

Water consumed

(in gallons/RWE) = 0.56 a1. ifWH x rate (BTU/RWH) - 0.23 gal./KWH
10,00 BTU RWH
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The^-- Cor a^f-^ shal^ fu^nis^:- to the City and to t he

Authority- annually- the- calculated force&- evaporation figures and

will make avaiflabl.e° to the City and to the Authority such related

data as may be reasonably requested to verify such calculations.

5.12. The Corporations, at their own cost and expense, shall

furnish, install, operate and maintain at the point or points of

delivery, measuring equipment, properly equipped with meters and

devices of standard types for measuring accurately the quantity of

Water withdrawn under this option for any use other than by forced

evaporation, with a capacity to measure, within generally accepted

industry standards for accuracy, or as established by the American

Water Works Association, the quantity of Water diverted. Such

meters shall be calibrated annually. The Corporations shall notify

the City and the Authority in advance of, the annual meter

calibration, and the City and the Authority shall have the right to

be present and witness such calibration. Such measuring equipment

shall be approved by the City and the Authority and the

Corporations, but shall remain the property of the Corporations.

5.13. During any reasonable hours, the City and the

Authority shall have access to. such measuring equipment so
installed. Either the City or the Authority may, at its option and

expense, install and maintain such measuring equipment as it deems

proper to cheoX. and, determine the accuracy of the Corporations'

measuring equipment.

5.14. It is specifically agreed that in no event until

January 1, 2014, will the Corporations withdraw water from the

Reservoir if such withdrawal would cause the surface level of Water

in the Reservoir to be lower than 372 feet above mean sea level,

unless this restriction is released as to all parties to this

Agreement.

5.15. During F3eriods of shortages, the City may, upon

approval by the Texas Water Commission, reasonably restrict the

0
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Corporations'* aritlidfaKal& of., Water pursuarst_ t*-- this Article V, where

the availabls:W^ar. is needed for the CityF-s municipal use. No such

restrictions:-4hall be. imposed by the City upon withdrawals of Water

from the Reservoir with respect to any user unless the City has

imposed restrictions upon withdrawals as to all users similarly

situated, and if any such restrictions are imposed, Water shall be

allocated pro rata. In such event; the amount to be paid to the

City under Section 5.06 hereof shall be reduced in proportion to the

reduction in the number of acre feet of Water annually to which the

Corporations were entitled.

5.16. The City shall have no duty or responsibility with

respect to the treatment, quality or suitability of the Water for

the Corporationgi' purposes, and such Water shall be taken- "as is,"

with no warranties, express or implied. Upon withdrawal of same by

the Corporations at the points of delivery, they shall be in

exclusive control and possession thereof and solely responsible for

any injuries or damages caused by their use of such Water.

5.17. The City and the Corporations will review periodically

the
need for Water resources and will cooperate in long range

planning.

5.18.
The Corporations agree and covenant that, in the event

they exercisa-> their- option to purchase Water herein, the
Corporations vill 'aia].a•te no law, state or federal, relating to

pollution or contamination of the Lake Fork environs, and especially

the Water impounded in Lake Fork Reservoir. In the event of any

final judgment finding such violation or violations, the

Corporations shall be strictly liable for any damages caused thereby

to the property or estate of the City, including the City's interest

in the Water.

5.19. All payments of the Corporations falling due the City

under this Article V, tetween the effective date of this Agreement

until the Date of Issuance of the revised or amended Permit set out

0
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under to City: *deducting same from the

amounts, City-ttsk.r,eg(ulred- to escrow under Section 3.09 above.

VI. INITIAL TERM AND RENEWALS; COMPENSATION
- DURING RENEWAL TERMS; TERMINATION

6.01. Subject to the provisions of Article IV hereinabove,

the initial term of this Agreement shall commence on October 1,

1981, and, unless this Agreement is sooner terminated as herein

provided, such term shall continue up to and including November 1,

2014. Unless written notice terminating this Agreement shall have

been given to the Authority by the City not less than one year prior

to November 1, 2014,, or not less than one year prior to the

expiration of each successive: forty ( 40) year term, this Agreement

shall be renewed for additional periods of forty (40) years upon the

same terms and conditions, with the exception of Section 2.03, and

subject to Section 6.02, throughout the useful life of the Reservoir.

6.02. The amount of compensation that the Authority shall be

entitled to receive during any renewal term (exclusive of the City's

pro rata share of the Service Charge) shall be determined by mutual

agreement between the City and theAuthority, takiny into account

such price as is prevailing in the general area at the time for like

contract water of similar quality, quantity and contract

period-. ThsotC^'ftj^--`and; the Authority agree to commence negotiations....^....,^...,^..

to determine ttie= axiouiit of such compensation at least one year prior

to the expiration of the initial period and each successive forty

(40) year term thereafter. In the event that the City and the

Authority are unable to agree upon the amount of such compensation

prior to the expiration of each such term, the Texas Water

Commission may establish interim compensation to be paid by the City

to the Authority. It is understood and agreed by the city and the

Authority that the amZunt of compensation finally determined for

each renewal term shall be applicable from and after the

0
21



commencement of the then- current term;.. if'- the- interim compensat ion

is greater than the amount of compensation finally determined, the

Authority agrees- to pay the City such overage within ninety (90)

da s afte such d t i tiy r e erm na on, and if the interim compensation is

less than the amount of compensation finally determined, the City

agrees to pay to the Authority such underage within ninety (90) days

after such determination.

6.03. The rights conveyed to the City of Dallas under this

Agreement may only be defeated by the City terminating this

Agreement at the end of the initial term or any subsequent forty

(40) year renewal term, or upon the expiration of the useful life of

the Reservoir, but such rights shall be subject to pro-rata

(120/163) adjustments for diminution in yield over the Reservoir

life as from time to time determined by the Consulting Engineer.

6.04. In the event the Water in the Reservoir becomes

polluted, contaminated or otherwise unusable or unavailable for the

City's use for municipal and domestic purposes to the extent of and

in accordance with its rights under this Agreement, as a result of

any act, omission or negligence on the part of the Corporations, or

any one of the th im, e r contractors, subcontractors, subsidiaries,

successors, assigns, officers, agents or employees, then and in that

event, the City shall be entitled to the following relief, in

addition to any other remedies available under this Agreement or at

law or in equity: _

(a) immediate undertaking by the Corporations to remedy,
at their cost, the pollution, contamination or damage so
caused;

(b) cessation, after 2 years, of the City's obligation to
Vay Semi-Annual Facilities Charges and Service Charges, and
immediate resumption of the payment of such charges by the
Corporations until such time as the Water is again rendered
suitable and available to the City for municipal, domestic
use in accordance with this Agreement;

(c) termination of. this Agreement, at the City's option,
if, after a period of at least two (2) years from the date
the Water was so rendered unusable or unavailable to the
City for municipal and domestic purposes, such remains the
situation. In the event of termination for such reason,
the Corporations will reassume all of their original
obligations under the Facilities Agreement and Bond
Amortization Contract, including payment of all Charges
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therein, and. 'Will equitably reimburse the City for all its
capital costs and expenditures for City facilities in
connection w€tb. Lake Fork, including, but not limited to,
pipel€nesr easements, pumping and intake facilities, as
well as--reimbursment- of all past Service Charges and
Semi-Annual Facilities Charges paid by the City during
those years prior to completion of the City's intake and
pipeline facilities to Lake Tawakoni- facilities,
reimbursement of the payment made by the City pursuant to
Section 3.08 hereinabove, and reimbursement of Service
Charges and Semi-Annual Facilities Charges paid by the Cityduring those years the Water became so polluted,
contaminated or otherwise unusable or unavailable for the
City's use as set out hereinabove.

6.05. This Agreement may be terminated under terms and

conditions mutually agreeable to all parties hereto.

VZI. REVENUE FROM CERTAIN OPTIONS AND SALES;
COMPLETION OF PROJECT

7.01. The Authority and the City agree as follows,

notwithstanding any existing provisions of the Facilities Agreement

and Bond Amortization Contract:

(a) With regard to the existing agreements with - Tenneco.
Coal Company and Phillips Coal Company, Exhibits "M" and
"L" respectively, ninety-five percent ( 95%) of the revenuereceived by the Authority shall be deposited by the
Authority to the credit of the Debt Service Fund," and any
such actual deposit shall reduce, to the extent thereof,
the amount of Semi-Annual Facilities Charges that the City
otherwise would be requ ired to deposit therein. TheAuthority shall retain five percent ( 5%) of the price so
received and may use it in any manner deemed advisable by
the Authority. In the event no Bonds are outstanding at
the time of the receipt of revenues from the agreements
with Phillips Coal Company or Tenneco Coal Company, all of
the revenues so received shall be retained by the Authorityand

may be used in any manner deemed advisable by the
Authori.ty, e:rctil expiration of the agreements on or before
December 31, 2013; provided, however, that with the
exception of those revenues received in accordance with the
Tenneco Option, the Authority shall pay from such revenues
so received while no Bonds are outstanding the
proportionate part of the Service Charge in the ratio that
the volumes of Water then being sold under such agreements
bear to 163,000 acre feet. If the Phillips and Tenneco
agreements are renewed, then, notwithstanding theprovisions of this. Section 7.01(a), ninety-five percent
(95%) of the revenues received by the Authority from sales
of Water to Phillips Coal Company or Tenneco Coal Company
following such renewal shall be paid to the City by theAuthority. The Authority shall retain five percent (5%) of
such revenues so received as its commission and may use it
in any manner deemeo advisable by the Authority.

(b) Other than the sale of Water under the initial or
renewed Phillips and Tenneco agreements, and as provided in
Section 7.01(c) and 7.01(e) hereof, any disposition of the
City's Water will be considered use of Water ( not a sale)
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by Dallas^, notwithstanding- any- contrary provisions of the
existing Facilities Agreement, including Section 3.09thereof.

(c) The- City may use its share of the dependable yield of
the Reservoir annually for any lawful purpose, which
includes wholesale sales to municipalities hor ot er water
supply agencies for resale. If the City wishes to sell any
part of the Water for delivery within the Sabine River
Basin (other than occasional retail sales for domestic
use), the City shall so advise the Authority in writing ,
and the Authority agrees to use its reasonable best efforts
to sell such Water at the then prevailing rate for Water in
the general area. All such sales shall be subject to the
prior written approval of the City. The Authority also
agrees to sell such Water until November 1, 2014 to any
purchaser at any price suggested or approved by the City.

(d) Subject to the provisions of the Bond Resolutions, one
hundred percent (I001) of the revenue from the sale of the
Water referred to in Section 3.07 of the Facilities
Agreement shall be retained by the Authority to use in any
manner, subject to Section 3.05(b) of this Agreement,
wherein the Authority a rees tg o pay from the proceeds of
sales of, or rights to take, such Water a proportionate
part of the Service Charge in the ratio that the volume of
such Water so sold bears to 163,000 acre feet.Notwithstanding the foregoing in the, event the Authority,
TUGCO or the Corporations sell any portion of the 20 000,
acre feet of water designated for sale under the Water
Purchase Agreement between the Authority and the
Corporations (Exhibit "O" hereto) to any entity other than
TUGCO, the Corporations, or a successor corporationresulting from mer erg or consolidation, by direct sale,
resale, assignment or otherwise, during the term of said
Water Purchase Agreement or thereafter th h, en t e provisions
of Section 3.07 of the Facilities Agreement shall apply to
the Authority's proceeds derived from such portion of the
Water, and the Authority, in addition to paying from its
proceeds the proportionate part of the Service Charge ,
shall also pay 75% of the remaining proceeds in excess of
$27.50 per acre foot in the case of sales to municipalities
(which sales shall not exceed 3,500 acre feet per annum)
and 75% of the remaining proceeds in the case of all other
sales from said 20,000 acre feet, after deducting therefrom
the portion- of the Service Charge paid t h, o t e credit of
the Debt Service Fund, to reduce, to the extent thereof,
the amount of Semi-Annual Facilities Charges that the City
otherwise would be required to deposit therein.

(e) In the event of the termination for any reason of the
right of Phillips Coal Company to purchase all or any
portion of the Water to which it is entitled under the
terms of the Phillips Contract or the failure of Tenneco
Coal Company to exercise its option to purchase all or any
portion of the Water to which it is entitled under the
terms of the Tenneco Option, the City will offer to the
Authority for sale by the Authority for municipal use
within the Sabine River Basin up to 10,000 acre feet
annually of the Water so relinquished. Not later thantwelve ( 12) months following the City's offer, the
Authority shall give notice to the City of its intention to
sell such amount of Water, which notice must state the
number of acre feet of Water annually the Authority intends
to sell, the period of such sale, and the price to be
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`..
charged- therefor, whicFr> pr{c,g,. per acre foot shall not be
less than th 'e City s cost per acre foot for Water. If theAuthority:- falls- to give such noti ce to, the City andconsummate`- theo-"sale within such twelve (12) month period,such offer.-shall terminat e as to such Water.

I (f) The Authority shall deposit in the Debt Service Fund
if n nety-five percent ( 95%) of the price -so received by theAuthority- for an

y sale of Water pursuant to Sections
7.01(c) and 7.01(e), and any such deposit hs all reduce, to
the extent thereof, the amount of Semi-Annual Facilities
Charges that the City otherwise would be required to
deposit therein. The Authority shall retain five percent(5%) of the price so received and may use it i

n any manner
deemed advisable by the Authority. In the event no Bond

s
are outstanding at the time of the receipt of revenues from
such sales, ninety-five percent ( 95%) of the price so
received by the Authority from any such sales shall be paid

^
promptly by the Authority to the City, and five percent
(Sib) shall be retained by the A tu hority and used by it in
any manner deemed advisable.

(g) It is
understood that under the terms of Tenneco's

Option, Tenneco Coal
Company is presently paying to theAuthority the sum of $20 000, annually, representing.consideration, at the rate of $1 00. per acre foot, for theoption to purchase 20,000 acre •feet of Water per year. Theparties a

gree that the Authority shall retain the said sum,.not to exceed $20 OOG-, annually, subject to pro rata
reduction to the extent Tenneco exercises its option

andma ,y use it in any manner deemed advisable by the Authority.

7.02.
The Authority will complete the Lake Fork Project

expeditiously and at the lowest reasonable cost, to the extent

proceeds from the sale of Bonds are available for such purpose.

VIII. ADMINISTRATION AND NOTICES

8.01.
Thia. Agreement shall be administered on behalf of the

City of Da11a^ by its Director of Water Utilities, or his authorized

designee,•-who.-shall be responsible for carrying out its terms and

provisions.
All activities under this Agreement involving the City

shall be coordinated with said Director, or his designee, and all

notices, correspondence, and other documents relating hereto shall

be mailed or delivered as follows:

Director of Water Utilities
City of Dallas
City Hall, 4/A/North
1500 Marfl3.a Street.
Dallas, Texas 75201

8.02. For purposes of coordination and carrying out the

terms of this Agreement, the Corporations have designated TUGCO as

their Agent; TUGCO and the Authority shall be represented by the
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•• "s^. =^;^^^.; - ,^;,:,;^: _ - • - .

fal2a^ring - re-r. ` or their designees-t. and all not ices,

correspondeno*,an& other documents relating hereto shall be mailed

or deliveredz:â'-w- shown: -

TUGCO:

Executive Vice President and General Manager
Texas Utilities Generating Company
2001 Bryan Tower
Dallas, Texas 75207.

AUTHORITY:

Executive Vice President and General Manager
Sabine River Authority of Texas
P.O. Box 579•
Orange, Texas 77630

8.03. The parties agree to provide information from time to

time concerning any changes in assigned or designated personnel

required for project coordination.

8.04. The City's Director of Water Utilities shall be
responsible ,for developing with the Authority the necessary

administrative and operational procedures in connection with the

transfer and storage of the City's Water in Lake Tawakoni.

8.05.
Any notice under this Agreement shall be given in

writing and shall be deemed to have been given by any party to the

other parties upon either of the following dates:

(a) The. date of the mailing thereof, as shown by the post
offiee- receipt, if mailed to the other parties hereto by
registerli&:=-ow- certified mail at the latest addressspecif-i44-•bf such ether party in writing; or

(b) - The -datw of the receipt thereof by such other party if
not so mailed by registered or certified mail.

IX. MISCELLANEOUS

9.01.
All headings of the Articles and particular Sections

of this Agreement have been inserted
for convenience of reference

only and are not to be considered a part of this Agreement, and in

no way shall they affect the interpretation of any of the provisions

of this Agreement.

9.02. The rights and remedies of the parties set forth in

this Agreement shall not be exclusive, and are in addition to all
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other rights and remedies of the Parties, hereto,. including the right

to appear and participate in all proceedings affecting the interests

of any party-hereto.

9 03 h. . T e validity, interpretation and performance of this

Agreement shall be governed by the laws and Court Decisions of the

State of Texas.

9.04. The parties hereto recognize that it may become

necessary or advisable to issue additional Bonds to complete,

repair, replace, extend or otherwise improve the Facilities, or to

refund any of the Bonds. In the event such Bonds are issued by the

Authority at the request of the City, subject, however, to the

approval of the Corporations in the manner provided in the Bond

Amortization Contract, the City shall be liable for Semi-Annual

Facilities Charges as specified in the Bond Amortization Contract

and the Bond Resolutions authorizing such Bonds, to the extent that

the Corporations would be so liable. It is understood that the

approval of TUGCO, on behalf of the Corporations, is required for

the issuance of additional Bonds under the existing Bond documents,

and that the Corporations must be primarily liable for all

Semi-Annual Facilities Charges required to amortize such additional

Bonds.
if such approval cannot be obtained, additional Bonds may be

issued pursuant to other arrangements mutually agreeable to the

Authority and the City..

9.05. This ,Agreement may be amended or supplemented by

mutual agreement of the parties hereto, but in no event shall any

such amendment or supplement change or affect the Bond Amortization

Contract.

9.06.
The payments by the City of Semi-Annual Facilities

Charges and Service Charges, to the extent required herein, and the

City's performance of other obligations expressly imposed hereunder,

constitute full consideration for all rights, privileges and

benefits accruing to the City under this Agreement, as well as for

the conveyance herein contained.
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9.07. The Authority agrees to• operate and maintain the

Facilities in a prudent, efficient, and economical manner and to

take such steps as may be reasonable from time to time to reduce

both fixed and variable costs of operation and maintenance of the

Facilities, consistent with the proper operation and maintenance of

the Facilities.

9.08.
The parties hereto agree to discharge their respective

obligations under this Agreement in compliance with all applicable

laws, ordinances, and governmental rules and regulations, and

subject thereto.

9.09. This Agreement shall be subject to the approval and

the
continuing jurisdiction of the Texas Department of Water

Resources, including the Texas Water Commission, or its successor

agency.

9.10.
TUGCO, the Corporations, their subsidiaries, or any

other corporation substantially owned by Texas Utilities Company, or

their successors, and the Authority will not acquire the Phillips or

Tenneco options, or the Water from Phillips or Tenneco in the event

either or both exercise their options, except with the prior written

permission of the City.

9.11. TUGCO covenants and represents that it is fully

authorized by law and corporate action of the Corporations and TUGCO

to act as agent for, and to bind and obligate, the Corporations as

provided herein-.

XX. ENFORCEMENT

10.01.
The parties hereto agree to carry out, respect, and

enforce their respective covenants and undertakings as provided in

this Agreement by all legal and equitable means, and in addition the

City shall have the right to enforce its rights by filing mandamus

or injunction proceecii,ggs in any court of competent jurisdiction

against the Authority, its officials and employees, or any

appropriate official of the State of Texas.
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VIP"

I0.02.' The- parties agree that- if' legal action is necessary to

enforce- or interpret any of the- terms and- Provisions of this

Agreement, exctusive venue shall lie in Travis County, Texas.

EXECUTED as of the Zst day of October, 1981.

ATTEST: SABINE RIVER AUTHORITY OF TEXAS

Secr ary, oar o Eirectors

•

0

APPROVED AS TO FORM:.

^--.

EARL IOB TS, JR.
ATTORNEY FOR SABINE RIVER
AUTHORITY

. , ^
.ATTEST:

Secretary

ATTEST;

rz-

ROBERT S. SLOAN,
City Secretary

COUNTERSIGNED:

REBECCA W. TONNE
City Controller

4826K/wp

BY
OLIN V. , Presi ent
Board of rectors

APPROVED•

BY

SAM F. COLLIN , Executive Vice
President and General Manager

TEXAS UTILITIES GENERA ING COMPANY

BY
L. F. FI , Vice President

For and on behalf of, and as Agent
for:

DALLAS POWER & LIGHT COMPANY
TEXAS ELECTRIC SERVICE COMPANY
TEXAS POWER & LIGHT COMPANY

CITY OF DALLAS
CHARLES S. AND , ty Manager

BY

CHARLES S. ON,
City Manager ^

APPROVED AS TO FORM:
LEE E. H , City Attorney

BY

C: MERRILL BIERFEEY^
Assistant City Attorne
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THE STATE OF TEXAS }

COUNTY OF

BEFORE MIr, the undersigned authority, on this day personally
^ appeared OLIN. V. JOFFRION, President of the Board of Directors of

the Sabine River Authority of Texas, known to me to be the person
and officer whose name is subscribed to the foregoing instrument,
and acknowledged to me that he executed the same for the purposes
and consideration therein expressed, in the capacity therein stated
and as the act and deed of said Sabine River Authority of Texas.

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the 29th dayOf April . 1982.

l 1^
. .j,

Lz '- N"[seal]
NOTARY PUBLIC IN AND FOR COUNTY, TEXAS
My commission expires .ij„^ lg^r

Earl RnbPrta 7r

(Printed or stamped name of notary)

THE STATE OF TEXAS

COUNTY OF DALLAS

BEFORE ME, the undersigned authority, on this day personally
appeared L. F. FIKAR Vice Presid t, en of Texas Utilities Generating
Company, known to me to be the person and officer whose name is
subscribed to the foregoing instrument, and acknowledged, to me that
he executed th

e same for the purposes and consideration therein
expressed, in the capacity therein stated dan as the act and deed ofsaid Texas Utilities Generating Company.

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the /5-1l^ dayof 1982.

[ s eal ]
NOTARY PUBLIC IN AND FOR DALLAS COUNTY, TEXAS
My commission expires. C^ _^^ ^ i9d cG

(Printed or stamped name of notary)

THE STATE OF TEXA.%

COUNTY OF DALLAS

BEFORE ME, the undersigned authority, on this day personally
appeared CHARLES S A. NDERSON, City Manager of the City of Dallas,known to me to be the person and officer whose n iame s subscribed to
the foregoing instrument, and acknowledged to me that he executedthe same f

or the purposes and consideration therein expressed, in
the capacity therein stated and as the act and deed of said City ofDallas.

GIVEN UNDER MY BAND AND SEAL OF OFFICE on this the dayof 1982.

[seal ]
NOTARY PUBLIC IN AND FOR DALLAS COUNTY, TEXAS
M co i i 'y mm ss on expires _ 3.6 r lg^,

DEBORAH CAVAUER
(Printed or stamped name of notary)

4826R/wp
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INDE7f

EXHIBITS TO
WATER SUPPLY CONTRACT AND CONVEYANCE
BETWEEN THE CITY OF DALLAS, TEXAS,

THE SABINE RIVER AUTHORITY OF TEXAS,
AND TEXAS UTILITIES GENERATING COMPANY, AGENT

Lake Fork Project Boundary'Map dated July, 1974, ATTACHMENT
prepared by the Consulting, Engineers, and approved
by the Authority on July 31, 1974.

Bond Amortization Cont=act dated February 18, 1974, EXHIBIT "A"
providing for payments of Semi-Annual Facilities
Charges

Bond Resolutions in conjunction with the Lake Fork
Reservoir Project as authorized by the Authority's-
Board of Directors:

Resolution No. 307
EXHIBIT "B"

Resolution No. 322
EXHIBIT "C"

Resolutioa P€6. 365
EXHIBIT "D"

Resolution No. 377
EXHIBIT "E"

Resolution No. 383
EXHIBIT "F"

Resolution No. 403
EXHIBIT "G"

Consolidated Schedule of Debt Service Requirements EXHIBIT "H"
in conjunction with Bond Resolutions set out above

Water Supply Facilities Agreemeri.t between the EXHIBIT "I"
Authority, the Corporations and Texas Utilities
Generating Company dated February 18, 1974

Permit No. 2948^,:- 'Tizinit to Appropriate State Water" EXHIBIT "J"
obtained by the. Authority dated August 1, 1974

Application approved by-thi Texas Water Commission EXHIBIT "K"
for an amended or revised Permit as required by this
Agreement

Phillips Water Purchase Contract dated December 14, 1979 EXHIBIT "L",
between the Authority, the Corporations and Phillips
Coal Company

Tenneco Agreement dated December 19, 1979, between EXHIBIT "M"
the Authority and Tenneco Coal Company

Trust Indenture between the Authority and Republic EXHIBIT "N"
National Bank of Dallas, as Trustee, dated December 1,
1974

^
Water Purchase Agreement between the Authority and EXHIBIT "0"
the Corporations of even date herewith

Easements Exchange Agreement between Phillips Coal EXHIBIT "P"
Company, the Authority and the Corporations dated
December 14, 1979

Water Supply Agreement between the Authority and EXHIBIT
the City of Longview, Texas, dated March 5, 1975
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WSCsC EXHIBIT "A"-2

TFIH STATE OF 'IzXAg
SASU+a Rtvax AurxdatTrosTax AS )YJMw Am. MM Br Tug= Par+sazrrs THAT:

f . ... -
. .

_^ ._. : ^ ; - .3+)--l•..j^.

Section I. -RtcrrAt= AND DMa"MM 4Y,TT& BwWAmortizatron Contract (the "Con-
tract") is hereby Made and eittered into Wand between Sabine River Authority of Texas
(hereinafter called tb*-"AaftriTn)+ a goyernmentst ag%nw, and bad3r politic and corporate
of the State. of Texas; create^€ as a^asa^vat^e and ractamat^ district (pursuant to Article
16, Section 59, of the Ta=w Constitution) by Article 8280,231; Vernon's Tans Civil Statutes,
and. Dallas P"es d ĉ Ligbt. f,^ap^y; Teus;BbdW SemiWCdWpabW; and Tens Power &
Light Company (bereiestber called collectively 'Me Corporatwns"},. acting Fiereiu by and
through Tax-

Utilities Generating Company (her^ called the "Agent"), as their agent,
with each of The Corporations and the Agent being a'!`tiras
and represente^d by the Aga3tt that it is authorized

Corporation. It is hereby covenanted

to execute this Contract ^^,• ^; ^ W and on law each of The Corporationgss,and that the Agent and each of The Corporations is teggtty, and unconditionally bound and
Obligated by and under this Contiark- in aecordaaei, wRg = eg of its terms and conditions.

(b) Concurrently with the execution of this Contract the Authority and. The Corporations,
acting by and through the Agent, have executed a Water Supply Facilities Agreement (here-
inafter called the. "Facilities Agreement") dated as of tTte•saase, data as this Contract, and
the Facilities Agreement is hereby adopted by reference for all purposes, with. the same effect
as if it had been set forth in its entisety; in, this :Contiactr ;;

(c)
As used in this C=h=t' the term "Bonds" shall mean arevenue bonds authorized,

issued. and delivered by the Authority to finance the providing, by acquisition and construction,
of any of the Fscditrey RUWuftA to the Facilities Agreement, and any bonds issued to com-
pie* r*Par• reliUcekkixteM4 or otherwise improve the Factlitiee, together with any bondsissued to refund

Wfongaing bonds; and the team "Bond Resolution" shall mean anyresolution adopfaein
of Directors of the Autirority, and approved by the Agent

as hereinafter requftlik*MMariaiaW the iasuance of Bonds (together with any Trust Indenture
described in sucb- resoriition,artdr gscuted Pursuant thereto), including every amendment to
such resolution also so approved:

Section 2. ISSIIANCt OP BONDB. (a)- In consideration of the covenants and agreements
_set forth in the Facilities Agreement and the mutual benefits to the parties hereto, and to
enable the Authority to issue its Bonds to carry out the intents and purposes of the Facilities
Agresnent, this Contract is executed to assure the issuance of such Bonds, and to provide for
and assure the due and punctual Payment of all principal of and interest, and redemption
Premium, if any> on such Bonds together with all fees and disbursements of trustees and paying
agents, if any. acting pursuant to the respective Bond Resolutions authorizing the same. Each
such payment shall be made semi-annually, and is hereby designated as a"Semi-Annual
Facilities Charger', and collectively such payments are hereby designated as the "Semi Annual
Facilities Charges".

(b) Upon the request of the Agent, and only upon its request, the Authority shall issue
and sell. Bonds in an aggregate priNcipai amount, and otherwise, as provided by each Bond
Resolution- The effectivenees of each Bond Resolution shall be subject to and contingent upon
the prior written approval thereof by the President or any Vice President of the Agent; and

BOPfI# AbfORTIZATid: F CONTRACT
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any holder of such Bonds is entitled to rely on such approval. Notwithatanding any provisions
of this Contract, the Facilitiea Agreement, or any other agreement or contract to the contrary,
if and when the President or any Vice Presidettt of the Agent gives such prior written approval
of any Bond Reeolution, such approval shall constitute the acknowledgment and agreement of
The Corporations that the Bonds to be issued thereunder are to be issued in accordance with and
in compliance with this Contract and the Facilities Agrecment, and all covenants and provisions
in such Bond- Raeolutioa contemplated or provided: to bn obeaved° and performed by The
Corporatnona„ hicludins that obligation- of The. Corporations tar'pa,y tim Semi-Annual Facilities
Charges specified in said Band Reeoiuiden, shall. upon the deliverr at the Bonds authorized by
such Bond Raaabutwa6. arid. =W, Thst. Indentuio.•-eacirdW owner; bewme, the absolute, un-
conditioaat,- val4 and binng oavenants and obligations. of, 11wCorporations, so long as
said Bonds and interest eouyons.app^iag. thsaefq;:sroa•ouhtmuft and unpaid.:

(c) 'P!. Auftdty ybaW&,toe't tM' prceeed"s oi'Ay Boads.^fdy upon its receipt
thereof sub a Constcuetfou. Fund and such other se9e=atad aoaqunts,; ot any. oae or mom of
thent, in each case. as req•nit+ed by ang. Bond Reiobdion .pe^tairi^ng fc►:^cA Soads• _ , ,-. .

Secttoer L. RaeopMa AND RrmarWttoat. • (':) AfWfisusn6e of shy Boiufe, the Authority
shall not refund any of the Bonds or change or modifg• a* HbmdlF ft- any vray, except as
provided few in the Bond Resolution w3ereander the same shaWhave been issued, without the
prior written appsovat-ol't8e Presi&df'or any We Phisid'eaWo#" fb;!- Agent; nor shalt the
Authority redeem- aay Roo& pdor to their scheduled- msturitfea4 or°t3iange- or modify any
Bond Reaotutioit, without the prim written approvats' of the, Pie6dinror any We President
of the Agent, .unless such redemption is required W a Band- Retafutlon<'-- -

(b) no Autboritg.and:. the proper. Trostes,upon; the - request of the Agent (provided
that any of the Bonds are than subject to redemption), shalt forthwith take all steps that
may be necessary under the appIicable redemption provisions to effect redemption, using funds
then on deposit in the- Debt Servtm Fund- created- pursuant to the Bond Resolution or other
available, tnads which are he extxas of current requirements under the Bond Resolutions, or
other funds made-availabte for such purpose by The Corporations, of all or any part of the
than outstanding Bonds then subject to, redemption, as may be specified by the Agent, on the
earliest practicable redemption date on which such redemption may be made under such
applicable pmvisimiarpmvided that the redemption of any outstanding Bonds prior to maturity
at any time shall no8r'rerwm Ttts Corporations of their unconditional obligation to pay each
remaining Semi-AneQarl Facilities Charge as specfied in any Bond Resolution..

Section 4. Pwzaumi& (sy The Corporations hereby covenant and' agree for the benefit
of the Authority, the boll&m of the Bonds, and the Trustee or Trustees under every Trust
Indenture executed and delivered pursuant to the Bond Resolutions, and their successors or
assigns, to make full and prompt payment when due of (i) amounts equal in each case to an
Semi-Annual Facilities Charges required to be paid by The Corporations pursuant to each
Bond Resolution and (ii) all expenses and, r3targes, legal or otherwise (including court costs
and attorneys' feee), paid or incurred by the Authority and each such Trxstee, their successors
or assigns, in collecting the said payments to be made by The Corporations and in enforcing
the provisions of this Contraat. -

(b) Each payment of such Semi-Annual Facilities Charge immediately shall be made and
deposited as required by the Bond Resolution, and if any funds available for current debt service
requirements on the Bonds are heid on deposit in the- Debt Service Fund pertaining to the
Bonds at the time payment of any such Semi-Annual Facilities Charge is due, such payment may
be reduced by the amount of the funds so hold on deposit. The Corporations shall have the
right to prepay an or a portion of pic$ Semi-Annual Facilities Charge at any time, and shall be
obligated to do so Oui* it and to the extent the redemption of any of the Bonds shall have
been reqnesbed. Each Se=-Annnal Facilities Charge, together with funds. held on deposit in
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the Debt Service Fund and available for the purpose, shall at all times be sufficient to pay
all Principal of, and interest and redemption premiums, if any, then coming due on the Bonds,together with any fees and disbursements of , trustees and paying agents, if any, in connectiontherewith.

(c) The Obligation of The Corporations under this Contract shall become effective upon the
delivery of any Bonds,; ahat[ be. abeolaYe, memididowil, and inevocable, and shall remain in

full force and effect uatik the eatire principad Of and interest ai'td-radeniptioa premium, if any,
on the Bonds together aitb^ any fees and dh6unameaft of Trustaft-or paying agents, if any,
in connection therewith have been paid or psvrided for. The Corporations shall be unconditionally
obligated to pay each Smi-Annizat Fa.cdifSm
actually provides any Facilities or Water under the F^^^ or not the AuthorityAgreement or whether or not The
Corporations actually receive or use any Water Pursuant to the Facilitfes Agreement, or whether
or not the Facilities Agreement shall have been amended; tem(aa{4 or disaffirmed, or whether
or not any party hereto shall be in default under the Facelities Agreemeret; and none of The
Corporstions' paymants uader this Contract shall be• subject. to, any abatement, set•off, or
counter-claim; and the hotdeza of the=Bonds shall be entitled to rely on this Contract and the
representations herein, notwithstanding any otFtev. prav;wr,& of this Contsaet„ the Facilities
Agreemenk or any other agreement or contrsot to the contrary, and regardless of the validity of,
or the performanee of, the, remainder of this Contract, the Facilities Agreemenk or any other
agreement or contract Vtritimnt modi^g or diminishing-the effect; of the foregoing provisions
it is agreed that nothing here- contained shall either impair the rights of The Corporations
against the Authority with respect to the Water being purchased pursuant to the Facilities
Agreement, or release the Authority from its obligations to The Corporations under the Facilities
Agreement.

(d) It is further understood and agreed that each of The Corporations shall be obligatedto pay one-third of each Semi -Annual Faciiitiea" Charge and of. any other expenses and chargespayable hereunder, and that the obligations of The- Corporations hereunder are several, and
not joint, and that no one of The Corporations shall be responsible for or required to pay morethan one-third of each Semi Annual Facilities- Charge and of any other expenses or chargespayable hem-under: Each Bond Resolution shall provide for proportionate payments of Semi-
Annual Facilities Charges by The Corporations in accordance with this subsection.

Section & Raaa3ntss. (a) The rights of the Authority under this Contract may be exer-
cised for the benefit of the Wders of the Bonds, and in accordance with the respective Bond
Resolutions, by one

or more
corporate Trustees nader one or more Trust Indentures securing

the Bonds, and so long as any of the Bonds shad be unpaid in whole or in part, the rights againstThe Corporations arising under this Contract shall be for the benefit of such Trustees, or the
-holders of the Bonds, or any one or more of them, all as may be provided in. the Bond Resolution
and Trust Indenture wheressnder such Bonds were issued, and it or they shall be entitled to bring
any suit, action, or proceeding against The Corporatiorzs for the enforcement of any provision
of this Contract, and it shall not be necessary in any such suit, action, or proceeding to make the
Authority a party thereto.

(b) The terms of this Contract may be enforced as to any one or more breaches either
separately or cumulatively and no remedy oonferred upon or reserved to the Authority or any
Trustee, or the holders of the Bands:, in this Contract is intended to be exclusive of any other
available remedy or remedies, but each and every sur.h remedy shall be cumulative and shall be in
addition-to every otherrernedy now or hereafter-existing at law or in equity or by statute which
is not inconsistent with the provisions of the Bonds, the Bond Resolutions, and this Contract.
No delay or omission to exercise any right or power accruing upon any default, omission, or failure
of performance hereunder shall impair any such right or power or shall be construed to be a waiver
thereof, but any such right and power may be exercised from time to time and as often as may
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be deemed expedient. In the event any provision contained in this Contract should be breached
by The Corporations and thereafter duty waived, such waiver shall be limited to the particular
breach so waived, and shall not be deemed to waive any other or subsequent breach- of this
contract.

Section G. AascaxsrtK'r. If any of The Corporations should merge, consolidate, or transfer
substantially all of its assets, its successor corporation (unless it is the surviving corporation in
a mergeF), or traasi+rree shall succeed to and be substituted for. it under this Contract with the
same effect as if such successor corporation or transferee had been named an a party herein.
However. no uuitmagms;,. qonaotitlatim, or transfer of assets dud be effected unless the
successw corporation or traiamee, (or assignes) shall have irrevocably and unconditionally
assumed in an inatraaomt deRvered to the Authority and the Ttnstees under the Bond Resolu-
tions the due and p^pt pwknmm of its obligations under this Contract Upon the delivery
of such- intmmaA of rasunpdon the original obligor ehaiE have no further obligation, except
for any ob}tgatioct her-the payment of money theretofore aecrtz®d, under this Conttaet.

IN WtrWas W==W, the parties; hereto have caused this Contract to be dated as of the
12th day of Febnrary, 1974, and to be executed on the date stated below, in multiple cocnter-
patta. each of which shalt be considered an original for all purposes, and it is agreed and
anderstood that if any provision of this Coatesst shall be held to be invalid by any court of
competent jutisdutiog, the invalidity of such provision shalt not affect any of the remaining
provision56

F.a:evrafs the 28th day of Februaw. 1974.

^^'

`° ^"^il ^•% -•:9s :.

ATlE9T3.

----------- --------
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(SEAL)

Se=Ns- Rivsx AvTxoarM or Taxis

BT'OA.̂2.2241^f_i ----- ------•--
P mi^

AP V : ^

.__'- '_... . . . ►. . .. -.--
Execatiw Vice Presidaat and

-

General Manager

TEXAS j7LNT

By C..^.-^
------- -----• -- -------..

ti" Vice-President

for ani on If of, and as agent for:
DRI.us Powss & Lrcttz CoMrnur
'r6XA$ Y'rLSCTBIC ftBVIC$ CoMPA1VY '
Texas PPiWl.k & Y.IC74T COMPANY
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THE STATE OF TEXAS
SABINE RIVER AUTHORITY OF TEXAS:

We, the undersigned officers of the Board of Directors of
said Authority, hereby certify as follows:

1. The Board-of-Directors of said Authority convened in
SPECIAL.-MEETING ObL TUB 7TH DAY OF prOVET7I3ER, 1974,

at the designated. meeting place-. and-the: roll was called of the
duly constituted officers and members- of said Board, to-wit:

Guy Cowsers-. &ecretary: -: --"•- E;,: A., M64kri. President ^
Gus Morris, Charles-"T«', Wickersham
D. K. Beasley .. - a: ,W-«M Pefttsorr
C. . C. Rice-::

(vacancy) : " . . . - _ .. , _ . .. _ . .'T _ . . _ ,

and all of said persons were present, except the followingabsenteea; A.,+_. _.,._ .
thus constituting- -a quorum;- W^tereupcruy- among other business, •
the following was transacted at said Meeting: a written

RESOLUTION AUTHORIZING THE ISSUANCg OF REVENUE
BONDS ANW- THE -EMMCFTIOPi- OF: A TRUSZ'INDENTIIRE

(LAIC9 FOR* - PRWECP'I"`v
was duly introduced for the- consideration of'said Board and read
in full. It was then duly moved and seconded.that said Resolution
be adopted; and-,, after due discussion, said motion, carrying with
it the adoption of said Resolution,' prevailed and carried by the
following vote:,

AYES :- AU 'members of said Board shown
present above voted Aye.'

NOES: None.-

2.--- - That. at true, full, and correct copy of the aforesaid
Resolution.- adopted at the Meeting described in the above and fore-
going paragraph is attached to and follows this Certificate; that
said Resolution has been duly recorded in said Board's minutes of
said Meeting; that the above and foregoing paragraph is a true,
full, and correct excerpt from said Board's minutes of said Meet-
ing pertaining to the adoption of said Resolution; that the per-
sons named in the above and foregoing paragraph are the duly
chosen, qualified, and acting officers and members of said Board
as indicated therein; *and that each of the officers and members
of said Board was duly and sufficiently notified officially and
personally, in advance, of the time, place, and purpose of the
aforesaid Meeting, and that said Resolution would be introduced
and considered for adoption at said meeting, and each of said
officers and members consented, in advance, to the holding of
said meeting for such purpose; and that said Meeting was open to
the public, and public notice of the tiute,i,place, and purpose of
said meeting was given, all as required by Vernon's Ann. Civ.
St. Article 6252-17.

i

SIGNED AND SEALED the 7th day Of November, 1974.

^:.. 'A7
Secretary President

(SEAL)
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