required or permitted hereunder with the same effect as if The Corporations had so done, and
the Authority may completely rely on such procedure and understanding. The Agent covenants
and represents that it is fully authorized by law and corporate action by The Corporations, and
the Agent to act as agent for, and to bind and obligate, The Corporations as provided herein,

In WiTnESs WHERROP, the parties hereto have caused this Agreement to be dated as of the
12th day of February, 1574, and to be executed on the date stated below, in multiple counterparts,
each of which shall be considered an original for all purposes; and counsel to each of the parties
has signed this Agreement sclely for the purpose of evidencing the fact that this Agreement was
concluded upon the advice of said counset.

Exzcuren the 18t!i day of Fegruary, 1974.

Sasmvz Rives AuTHORITY OF TEXAS

Executive Vice President and
General Manager

Smeap, RoserTs, HARROUR, SMiTH,
Harris & FreNcH
Longview, Texas

for Sabi FER) Authorfty of Texas

'TILITI ENERATIN IMPANY
............ A M_.‘.--._

Executive Vice-Presid
for and on behalf of, and as agent for; °

DavLras Power & Licur CoMpany
Texas Erecrric Service CoMPANY
Texas Power & Licut CoMmpany

WorsHaM, ForsyTur & Samreers

By

unsel for Texas Utilities Genarating Company
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TRUST INDENTURE

THE STATE 0P TEXas :
SasINg Riven AUTHORITY 0F TExag

THis Trusy InventuRe, dated as of Dcerpen 3, 1974, executed by and between Sabins
River Authority of Texas {the “Authority”), an agency and political subdivision of the State
of Texas, being a conservation and reclamation district created and gaverned hy Vernon’s Ann,
Civ. St. Article 8280-133, pursuant to Article- 168, Section 59 of the Texas Constitution, and
Rervmiic Namonar, Bawe OF Dartas, Dartas, TEXAs, & nationg] banking association duly
omuni:odandeu:isﬁn;tmdert&olaws of the United States of America and having its principal
office ire the City of Dalas, Dallas Comgty, Texas, as Trustse (hereinafber called the “Trustee”):

WITNESSETH THAT:

Wi 8 Amortization Contract™, dated as of February 12, 1874, (the “Con-
tract”) has been duly executed between the Authority and Dallas Power & Light Company, Texas
Electric Sexvice Yy, and Texas Power & Light Company {collectivaly “The Corporations)

WHEREAS, pursuant to the Contract ths Board of Directors of the Authority has duly adopted
a “ResoLurion AUTHORIZING THR Issuance o7 Revenue Bonps anp THE Exzcurion or A Taust
InvEnTURS” (Laxe Forx Prosecr), (the “Resolution™); and :

WaTeER Surpry Facrieres Revenue Bonps, Serirs 1974 (Laxs Fork Project), in the principal
amount of $30,000,000, (which, together with any additional parity revenue bonds authorized
to be issued by the Resolution, are hereinafter called the “Bonds”); and

WHEREAS, a certified copy of the Resolution has been duly filed with the Trustee; and

© WHEREAS, the Bonds, the redemption premium thereon, if any, and the interest coupons
appertaining thereto, are and shalt be payable from and secured by an jrrevocable first lien on and
pledge of the payments designated ag “Semi-Annual Facilities Charges” to be made by The
Corporations to the Trustes in amounts sufficient to pay and redeem, and provide for the pay-
ment and redemption of, the principal of, redemption premium, if any, and interest on the

WHEREAS, the Trusies has accepted the trusts created by this Trust Indenture, and in
evidence thereof has joined in the execution hereof,

Now, ‘THEREPORE, THIs Trust INDENTURE WrrnESSETH:

. That the Authority, in consideration of the premises and the acceptance by the Trustes
of the trusts hereby created, and of the purchase and acceptance of the Bonds by the holders
thereof, and for other good and valuable consideration, the receipt of which is hereby acknowl-
edged, and for the Purpose of securing the payment of the principal of, redemption premiium, if
any, and interest on the Boends at any tirne issued and outstanding, has assigned, transferred,
pledged, set over, and confirmed, and by these presents does grant, assign, pledge, set over, and
confirrn unts the Trustee, and to its successor or successors in the said trust, and to its or thejr
assigns, all and.singular the “Semi-Agnual Facilities Charges” as defined, required, and provided
in the Resolution, upon, and subject to the terms, conditions, stipulations, covenants, agreements,
trusts, uses, and purposes hereinafter expressed; and the Authority and the Trustes have agreed,
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and they hércby_agree and covenant with the respectiva holders from time to time of the Bonds,
and the interest coupons appertaining thereto, as follows, to-wit:

Articls 1. Acceprance op Trusr., The Trustee hereby accepts the trusts, duties, obligations,

- and requirements imposed on it by the Resslution and this Trust Indenture, and agrees to carry

out and perform, punctually and effectively, such duties, obligations, and requirements, for the

benefit of tha Authority, The Corporations; and the holdars of the Bonds and the interest
coupons appertaining thereto, - .

Article 2. Dzer Seaviez Fuxo. The Debt Service Fun created by the Resslution ig hereby
confirmed and established, sin trust, with the Trustee, 2nd the Trustes agrees to hold, administer,
deposit, secure, invest, and use said Fund in aff respects as provided and required by the Reso..
tutionandtlﬂs’rmtlndenm. . T . L

Article 4, Accoum.s mn REecorps. (a) The Trustee shall keep proper books of records and
2ccounts, separate from all other records and accounts, in which complets and correct entries
shall be made of all transactions relating to the Semi-Annual Facilities Charges and the Debt

(b} Within ninety days after the close of each fiscal year of the Trustee, the Trustes will
furnish to the Anthority, The Corporations, and any holder of any oulstanding Bonds who may
So request, a copy of & report by the Trustes covering the next preceding fiscal year, showing the

A 5 .

-(1):a deiaﬂed:stétemenf:;concem.{ng the receipt and. disposition. of ‘all Semi-Annual
“Facilities’ Charges; .

(c) The Authority, The Corporations, and the holder or holders of any Bonds shall have .

the right at all reasonable times to inspect all records, accounts, and data of the Trustee relating
to the Debt Servics Fund,

-Article. 5.-Exmgcmm-W'Bzcm'm£m oF Deraurr, (2} The-rights of action with
respect to this Trust Indenturg, shall be exercised by the Teustes and, except as otherwise




glected, to institute such suit, action, or proceeding; and it is hereby declared that the making
of such request and the furnishing of such indemnity are in each case conditions precedent

demupodimtinthtfntgrstofthehold’enofthom;... .
(b) Any ons or more of the following events shalt censtitute and hereinafter shal] be called
“Evants of Default”: . - )
(1) Iailure of any of The Corporations to déposit or pay any i-Annual Facilities
Charge when and to-the extent due and required by the Resolution;

(2) any of The Corporations being adjudicated insolvent, or heing adjudicated
ts. .o )

3y any of The Corporations filing a petition affecting the Bonds or the Semi-Annual
Facilitiss Cherges in any court for relief under the provisions of the Bankruptcy Act or any
applicable law affecting creditors rights;

long as the Semi-Annual Facilities Charges are paid when due, no Event of Default shall
be declared under this clause (5} without the consent of all of The Corporations.

Corporations and the Authority, the Trustee may in jts discretion, or, upon the written request
of the holder or holders of at least 259 in principal amount of the Bonds then outstanding, and
upon being indemnified to the satisfaction of the Trustee, shall, declare the principal of all
outstanding Bonds and the 2ggregate of all unpaid Semi-Annual Facilities Charges then or there-
after required to be deposited or paid under the Resolution by The Corporations to be due and
payable immediately, and upon any such declaration the principal of all outstanding Bonds and
the aggregate of all of the &fnma.’gi unpaid Semi-Annual Facilities Charges shall become and he
due and payable irmediately, anything in the Bonds, the Contract, the Resolution, or this Trust
.. Indenture to the contrary notwithstanding. .

WSCRE EXHIBIT “N*-3
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(d) Upon the happening of. any Event of Default, the Trustes may, in its discretion, or,
it duly requested in writing by the holder or holders. of st Jeast 25% of the outstanding Bonds,
and upon being furnished indemnity satisfactory to the Trustee against its expected expenses,
charges, and potential Hability, the Trustoe shall, take such appropriate action by judicial pro-
ceedings or otherwise to cure the default and/or tg require The Corporations or tha Authority to

- - s 1
Directors, and thajr officery, anployaeu,‘mdam and to obtain judgments against The Cor-
pomﬁmyﬁur any S’e@iAnM Faciliting Chxrgu&ztbutmpad into the Debt Service Fund,

es, and potential linbility, to dirsct and control the Trustee in connection with the enforce-
ment of any of the Pprovisions of this Trust Indenture and the Resolution, and any other proceed-
ings taken by virtue of any provisions of this Trust Indenture, including the right to have with-
drawn and discontinusd at aay stage theregf any procesdings taken hereunder by the Trustee,
provided thiat the default upon which such proceedings wars based and all other defaults here-
underabarth;u’bmnmedied and made good.

(2) The Trastse, upan the written request of the holder or holders of a majority in principal
amount of the Bonds then outstanding, shall waive any default hersunder and its consequences,
except that a default in the Payment of the Semi-Anriua] Facilities Charges, or the principal or

Sinterest.an the Bonds when and as the same shall become due-and payable by lapse of time,
may be waived only if the default therein shall have been remedied and made good. In case of
any such waiver, the Authority, The Corporations, the Trustee, and the holders of the Bonds

i) All meney.collectad by the Trustes pursvant o thevexercize of the.-remedies and powers
in this Artide"pmﬁde'd,‘togelher with all other sums which then may be Beld by the Trustee
under any provision of this Trose Indenture ag security for the bonds, shall be epplied as follows:

Fiasr: To the bayment of the costs ang expenses of the proceedings whersunder such
money was collacted, including a re ble comp. tion to the Trustee, its agents,
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attomeys, and counsel, and all other Lecessary or proper expenses, liabilities, and advances
incurred or made by the Trugtes under this Trust Indenture, and to the payment of all
taxes, assessments, and liens superior to the lien of this Trust Indenture.

Fourta: To be deposited i thnDethem'caFmﬂbobﬁngthis Fund to the amount
then required to be on deposit therein. . ' o

Firrn: To;ﬂmpaymentofthosm-plus,ifany,towhwermaybehwﬁMy entitled to
recainthenma,oruammofcompeuntjuﬁsdicﬁonmydiroct.

It in making distribution pursuant to the ordsr above statad, the amount gvailable for distri-
buﬁoninapaxﬁcdar i 'onbeinsufﬁdmttopayinfuﬂaﬂoftheiteminmdxchsiﬁ-
cation, the amount available for distribution to- items in such classification shall be proratsd
amongsndxitemshthapmporﬁon ﬁmt.tbcamountmcbitembearsto the total of all such
itemsg..

LD Al rights of action or other rights under this Trust Indenturs or otherwise may be
enforced by the Trustes without the possession of any of the Bonds or interest coupons appertain-
ing thereto, or the production thereof an the trial or other proceedings relative thereto, ’

(k) It is expressly provided, however, that the holder or holders of 519 or.more of the
Bonds then outstanding, or a committee representing the holder or holders of 51% or more of
the Bonds then outstanding, shall have the right to file any suit or action for the enforcement of
their rights and remedies under the Contract, the Resolution, and this Tyust Indenture, without
the consent of or joinder by the Trustee, and may exercise any right or perform any action
hereunder with the same effect as the Trustes under this Trust Yndenture.

(a) The Trustee shall not be respansible for any recitals herein, in the Bonds, the
interest coupons appertaining thereto, or the Resolution, or for the sufficiency of the securit

(b} The Trustee shall not be accountable for the use of any of the proceeds of such
Bonds except the portion thereof deposited with the Trustes, :

{c) The Trusiee shall be protected in acting in accordance with the provisions of this
Trost Indenture and tha Resolution upen any notice, requisition, request, consent, certifi-
cate, order, affidavit, letter, telegram, or other papér or document believed by it to he

any action at his request, unle$s such Bond shall be deposited with the Trustee, or sub-
mitted to it for inspection. Any action taken by the Trustee pursuant to this Trust Indenture
upon the request or authority or consent of any person who, at the time of making such




- 2ll securities ang maney held by it to jis Successor; provided, howaver, that before any such

SRS g

Article 7. Strccessox Trusree. (a) The Trustee g the time acting hereunder may ab any
time resign and be discharged from the trust hereby created by giving not less than sixty days
writtenr notice tg the Authority, and such resignation shall taka effect upon the day specified
in such notice, unless g Successor Trustee shalf have been sooner appointed by the holders of
Bonds or by the Authority g9 hereinafter Provided, in which event such resignation shall take
effect immediately upon the appointment of & successyr Trustee, o . .

in writing; delivered to the Trustee, and to the Authority and signed by the holders of g majority
in principal amount of the oubstanding Bonds,

(¢} In case the Trustee hereundar shajt resign or be removed, or ba dissolved, or shall he in
course of dissolution or Equidation, o otherwise becoma incapable of acting hereunder, or in
case the Trustee shall be taken under the control of any public officer or officers, or of g receiver
appointed by g court, a successor may be appointed by the holders of a majority in prncipal
amount of the then outstanding Bonds, by an instrument or concarrent instruments jn writing,
signed by such holders, or by their aitorneys in fact duly authorized in writing; provided, never.

(d) Every Successor Trustes appointed hermunder shall exacute, acknowledge and deliver to
its predscessor and to the Authority, an instrument in wiiting accepting such appointment here-
under, and thereupmkmchsuce&oﬂmm without anyfortheract, deed;crcomeyance, shal}
becoms Tally vested with all thg estates, rights, powers, trusts, duties, 5 obligations hereunder
of ity Predecessor; but such predecessor shall bevertheless, on the written Tequest of the-Authon’far.
execute and deliver apn instrument transferring to sych successor Trostes al the estates, rights,
Powers, and trusts of such predecessor hereunder; and every predecessor Trustee shajy deliver
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delivery is required or made, all reasonable, customary, and legailly accrued fees, advances, and
expenses of the retiring or removed Trustes shall be paid in full, Should any deed, assignment, or
instrument in writing from the Authority be required by any successor Trustee for more fully
and certainly vesting in such Trustes the estates, rights, powers, duties hereby vested or intended
to be vested in the predecessor Trustee, any and all such deeds, ussignments, and instruments in
writing shall, on request, be executed, acknowledged, and delivered by the Authority.

or any other act on the part of any of the parties hereto, anything herein to the contrary
(1) 'The Trustes may, in relation o this Trust Indenture, act upon the professionat opinion

. oradviwo!myattomey,legalmm&enginw,awo;mfant,orothuaxpat,belie-vedbythe
Trustee to be qualified in relation to the subject matier, whethsr retained by the Trustes or the
Authority or otherwise, and shall not ba responsible for anything suffered or done or not done by
it in good faith in accordance with any such opinion or advica, . |

Article 8. Rxtzass oF INpENTURR. If, when the Bonds shall have becoms dug and payable

in accordance with their terms or otherwise as provided in this Trust Indenture or shall have
beex duly called’ for redemption, and the whole amount of the principal, redemption premium, if
any, and the interest so due and payable upon all of the Bonds, and inferest coupons appertaining
thereto, then outstanding shali be paid, or sufficient money shall be held by the Trustee for such
purpose, and provision shall also be made for paying all other sums payable hersunder by The
Corporations, then and in that case all right, title, and interest of the Trustes in the Semi-Annual
Facilities Charges shall thereupon cease, determine, and become void, and the Trustee in such
case; on demand of the Authority shall release this Trust Indenture and shall exeente such docu-
ments to evidence such release as may be reasonably required by the Authority and shali turn
over to the Aathority or to such officer, board, or body as may then be entitled by law to receive’

, the same, any surplus in the Funds held by it; otherwise this Trust Indenture shall be, continue,

: and remain in full force and effect.

' Article 9. Misextraneous Provisions. Any request, direction, consent, or other instrument

required by this Trust Indenture to be signed or executed by bondholders may be in any number

of concurrent writings of similar tenor and may be signed or executed by such bondholders in

person or by agent appointed in writing. Proof of the execution of any such instrument, or of the

writing appointing such agent, and of the ownership of the Bonds, if made in the following

manner, shall be sufficient for any purposs of this Trust Indenture and shall be conclusive in -

favor of the Trustee with Tegard to any action taken by it under such instrument: .

(a) The fact and date of the execution by any persen of any such instrument may be
proved by the certificate of any officer in any jurisdiction, who, by the laws thereof, has
power to take acknowledgments within such jurisdiction, to the effect that the person
signing such instrument acknowledged before him the execution thereof, or by an affidavit
of a witness to such execution,

(b) The fact of the holding of the Bonds by any bondholder and the amount and
numbers of such Bonds, and the date of his holding same may be proved by the affidavit of
the person claiming to be such holder, if such afidavit shall be deemed by the Trustee to be
satisfactory, or by a certificate executed by any trust company, bank, banker, or eny other
depositary, wherever situated, if such certificate shall be desmed by the Trustee to be sat-
isfactory, showing that at the date therein mentioned such person had on deposit with such
trust company, bank, banker, or other depositary, the Bonds deseribed in such certificate,
The Trustee may conclusively assume that such ownership continued until writlen notice to
the contrary is served upon the Trustee,
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NATER PURCHASE AGREEMENT"

-

STATE OF TEXAS™™

ENOW ALL MEN BY THESE PRESENTS:

s se oo

COUNTIB OF WOOD, RAINS

AND HOPKINS
This Water Purchase Agreement is made as of the day and year hereinafter
set forth by and between the SABINE RIVER AUTHORITY OF TEXAS (hereinafter
called the "Authority™, and DALLAS POWER & LIGHT COMPANY, TEXAS
: ELECTRIC SERVICE COMPANY, and TEXAS POWER & LIGHT COMPANY (here—
inafter eonectively, called the "Corporations™), acting herein by and through TEXAS
UTILITIES GENERATING COMPANY as their. agent (hereinafter called the

WITNESSETHs -

- RECITALS
L ' The Authority is an agency and political sui:division of the State of
Texas, being-a conservation and reclamation distriet created and governed by
Vernon's Article 8280-133, as amended (the "Act"), pursuant to Afficle 18, Section
§9, of the Texas Constitution.

2. Thé Corporations and the Agent are Texas corporations.

3. Pursuant to the Water Supply Pacilities Agreement between the
Authorrty and the Corporations dated February 18, 1974, the Authority has acquired

- and constructed certain water supply facilities hereinafter defined consisting of a

dam, reservoir, and related facilities on Leke Fork Creek in Wood, Rains and
Hopkins County, Texas.

NOW, THEREFORE, in consideration of the premises and of the respective
egreement hereinafter set forth, the parties hereto agree as follows:

L DEFINITIONS

LOL  Agresment: This Water Purchase Agreement.

L02. Article: Any subdivision of this Agreement designated with a roman
numeral. v

L03. Bond Amortization Contract: A contract executed and dated
February 18, 1974, which agreement provideé for payments of Semi-Annual Facili-
ties Charges by the Corporations to amortize the Bonds.

L04. Bond Resolution: Any resolution of the Authority's Board of Direc--

tors authorizing the issuance of Bonds.




, issued, and

dehveméé tu ﬂnancs the acqmsmon end constructlott of any portion of the

. Facxhtiss pursuant to the terms of the Bond Amortization Contraet and this
Agreeément, including initial jssues or serles of bends and completion bonds, and any -

‘bonds issued te repair, enlarge, extend, or otherwise improve the Facilities,
together-with any bonds issued to refund any of the foregoing bonds.

LOS. Facilities: The water supply facilities consisting of the lands,
easements, rights-of~way; dam, reservolr; and related facilities to be or presently
sequired; constructed;’ and" oined by the Authority o or adjacent to Lake Fork
Creek; & tributary.of the- Sabine Rivar, - Wood; Hains, and Hopkins Counties,

- Texas, suoh tadilitle constiacti suﬁstanﬁany i sccordance with the plan and
report prepared for presentation at publia heanng before the Texas Water Rights
Commission, entitled "Lake Forli Dam and Reservo!r on Lake Fork Creek, Sabine
River Basin,” dated June, 1974, by URS, Ine, Consu.mng Engmeers, Dallss, Texas, .
and any amendments ar supplements theretoa.

PO >

}.o"z'. Pacﬂitxs Agreement. ' The W&ter Suppiy Facilities Agreement
entereq into by and between the Authority, the Corporations, and the Agent dated
Pebruary 18, 1574, ' '

Los. Poirm of Delivery: The points on the Reservoir to be agreed upon
between the parnes where the Corporations will withdraw Water. The Corpora~
tions shal¥ grovxde- an works and structures at the Points of Delivery for
withdrawing: vm::- from the Reservoir, and shall be entitled to withdraw such
Water- mtn: amounts specified in this Agreement, and in the Water Supply

+Centract and Conveyance.

L09. Reservoir: The Lake Fork Reservoir, ineluding all lands and flowage
and floodage easements acquired in connection therewith.

LI0.  Section: Any subdivision of this Agreement designated by arabic
numerals,

LI  Water: Untreated-water from the Reservoir. The ‘Authority hes.no
duty or responsibility with respect to the treatment, quality, or suitability of the
water for the Corpccations' purposes.

L12. Water Supply Contract and Conveyance: Tﬁe agreement entered into
by and between the Authority, the Corporations, and the City of Dallas as of
Oectoier 1, 1981

Pege 2
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Corporatxons strxctly for cooling will not be considered "sold" for purposes of this
Article to the extent such Water is returned to the Reservoir. The amount of

Water consumed by forced evaporation by generating facilities located on the

Reservoir shall be caleulated as follows, or in such other fashion a3 may be
mutually acceptables

Water consumed.

{in gallons/KWH) = 0.56 @ /RWH x rate (BTU/KWH) - 0.23 gal/KWH
?

. ' The Corporations shall furnish to the Authonty annually the calculated forced
evaporation figures and will make avs.x]nble to the Authority such related data as
may be reasonably requested to verify such calculatzons.

2.08. In no event shall Corporations withdraw any Water from the Reser—
voir if such withdrawal would cause the surface level of the Water in the Reservoir
to be lower than 372 feet above mean sea level. )

2.07. The Auihority mekes no warranty, express or implied, es to the
su.itabxnty or quality of the Water.
II. RATES AND COMPENSATION
3.0L. The Corporatiéns agree to pay to the Authority, at the times and in

the manner prescribed, the sum of Pive Hundred Fifty Thousand Dollars
{$550,000.00) during each contract year, beginning on the ;iate of this Agreement,
whether Water is sctuaily taken by the Corporatmns or not. The said sum of
$550,000 per contract yesr shall be payable in twelve (12) equal monthly install-
ments of Forty-Five Thousand Eight Hundred Thirty-Three and 33/100 Dollars
*{$45,833.33); -thetfirst installment being -due- and:payable-on-the first day-of the
month following the date of this Agreement, and g like installment being due anad
payasble on the first day of each month thereafter (except that the monthly
installment due on the first day of the last month of each contract yesr shall be
Forty-Five Thousand Eight Hundred Thirty~Three and 37/100 Dollars ($45,833.37).
3.02. Not'wmist&ndmg the laneg'omg'”any,sueh peyments otherwise falling
due between October 1,+1981 and the date of issuance of the revised or amended
Permits, as provided in the Water Supply Contract and Cenveyance, shall be made
by the Corporations when due to Republic National Ba.nk in Dalles to be held by it
as Eserow Agent on the terms and conditions hereinafter set forth. All monies paid

to said Escrow Agent by the Corporations shall be invested in interest-bearing

Page 4




2.6& T!w Authorxty bgrees to sell to the Corparations; and the Corpora-
tions agree to purchase from the Authority, 20,006 acre feet of water during each

contract year in accordance with the terms ang conditions of this Agreement.

2.02. The Corporations shall have the right to construct, operate and
maintain electrie 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 relessed or withidrawn from the Reservoir for their use in
connection with the operation of electric generaﬁng facﬂities located elsewhere.

2.03. Tﬁe Corporations may duignate, subjeet to the Authonty‘s approval,
wtnchapmovalshanmtbemeasonabiy mtlﬂmid,thepomtorpomts on the
Reservoir at which the Corpaatiom vnsh to withdraw Watert The Corporations

. shall slso have the right to dLscharge Water withdravm trom the Reservoir back

into the Reservoir at a point or pomts dwgnated bg them, also subject to the
Authority's approval, which approval shan not be um-easonably withheld, provided
that, a:cept to the extent allowed by State and/or Federal permits, such Water has
not been additionally polluted or contaminated, and further provided that any such
discharge shall not cause the water in the Reservoir to exceed the standards of
water quality established for the Reservoir from time to time by the Texas
Department of Water Resources.

2.04. The Corporations shall, at their own expense, acquire, construct, and
provide alf neeeesary facilities for withdrawal and discharge of Water, pursuant to
this Agreement. Tha Authority 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 esch other's facilities, ineluding pumping, discharging, dikes and
canals, power lines, roads, pipelines and appurtenances, but no such facilities shall
interfere with facilities construeted by the party granting the easements. The
location of all facilities for withdrawal of Water, the easements and other
facilities described in this paragraph shall be subjeet to the approval of the party
granting such essements. »

2.05. The amount of Water sold to the Corporations will inelude Water
deemed lost to the Reservoir through forced evaporation, if the Corporations use
the Reservoir for cocling, and for which the Corporations will pay in the same

manner as for other Water actually withdrawn and used. Water utilized by the
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Fé
injuries caused therebiv until the same shall have been delivered to the Corpora—-
tions at the point or points of delivery, a'.;. which point the Corporations shall be in

exclusive control and possession thereof and solely responsib‘le for any injuries or

damages caused thereby;
V.I. TERM

6.0L. The term of this Agreement s;hall commence on the date of this
Agreement, and, unless sconer terminated as hereinafter provided, shall continue
until January 1, 2014.

‘ V. FORCE MAJEURE

7.0L I, by reason of force majeure, any party hereto ‘shall be rendered
uneble- wholly or partially to carry out any obligations it may have under this
Agreement, other than the obligation of the Corporatit;m to mai.ce the payments
required to be made under the provisions of this Agreeinent, then if such party
shall give notice as soon as practicable end full details thereafter in writing of such
force maj’eum to.each affected party within a reasonable time after the occur-
rence of the event or cause relied on, the obligations of the party giving such
notice, so far as it is affected by such force majgure shail be suspended during the
continuance of the inability then claimed, but for no longer period, and such party

shall endeavor to remove or overcome such inability with all reasonable dispatch.

7.02. The term "force majeure" as employed herein, shall mean scts of

God; striks, lockouts, and other indusirial disturbances; acts of the public enemys;
orders of any kind of the government of the Unitéd States or the State of Texas or
any eivil or military authority; Insurrections; riots; epidemies; landslides; lightning;
wearthquakes; fires; hurricanes; storms; floods; washouts; droughts; arrests;
restraints of government and people; civil disturbances; explosions; breskages or
accidents to machinery, pipelines or canals; partiel or entire failure of water
supply; or inability on the part of any party hereto to carry out its obligation under
this Agreement on aceount of any other cause or causes not reasonably within the
control of such party. .It is understood and agreed that the settlement of strikes
and lockouts shall be entirely within the diseretion of the party having the
difficulty, and that th; above requirement that any force majeure shall be
remedied with all ressonable dispatch shall not require the settlement of strikes
and lockouts by acceding to the demands of the ;apposing pearty or parties when such

settlement is unfavorable in the judgment of the party having the difficulty.
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depoﬂu or obﬁgntlms, at the bese obuimbh m( etinterm. andsneh interest
Bz BT AR &W'F s

" shall be a&umulatosi md added to the monies so paid. Upon a?prova.l and issuance

of the p&;ﬁm &mqmsmtwcmmmmmmmyw -
the Authority the amounts paid into escrow by the Corporations, together with all
accumulated interest thereon; provided, however, if this Agreement shall be
terminated pursuant to Section 1.01 below, the Escrow Agent shall repay such
momu, together thh all accumulated interest thereon, to the Corporations.

3.03. The Corporations agree to pay to the Authority a proportionate part
of the Service Charge as determmed in accordance with Article VI of the Facilities

Agreement in the ratio of 20/153. Paymaxts by the Corporations to the Authority

foram:pmporﬁomtaputotthesavicecmmmmma& ‘monthly, in

.’}

additim to, butcn tbe same date as, the paxmeuupmvided fog in Section 3.0L
. Mmsunms EQUIBMENT _ . '

4.01. '_;'he Corporations, at theirowneostandexpme,smnfumxsh,

e 30

mtan, operate and mamtam at the gomg oc points of  delivery, mesasuring

equipment, proper!y equipped with meters and, devices of standard types for

~Measuring accm-ately the quantity of Water diverted under this Agreement, with a
capacity to measure the quantity of water diverted within generally sccepted
industry standards for accuracy, or as established by the American Water Works
Association. Said meter shall be calibrated annually.. The Comoration shall notify
the Authority in aﬂvame of the annual meter calibration, and the Authority shall
have the rw. ta. be present and witness such calibration. Such measurmg
eqmpment'm be._approved by the Authfority and the Corporations, but shall
remain the propa'ty of the Corporations. -

4.02. During any reasonable hours, the Authority shall have aceess to such
measuring equipment so installed. The Authority may, at its option and expense,
install and maintain such measuring equipment as it deems proper to cheeck and
determine the accuracy of the Corporations’ Measuring equipment,

V. TITLE TO AND RESPONSIBILITY FOR WATER

5.0L. Title to, posgession and control of water shall remain in the Authority
to the point or points of delivery, where title to, possession, and eontrol shall pass
to the Corporations,

5.02. As between the parties hereto, the Authority shall be in exclusive

control and possession of the Water and solely responsible for any damages or

Paga 5




P . ~ WSC&C EXHIBIT “p”-8

other remedy availal;de to it, or to continue the delivery of Water to thé
Corporations and to charge interest on t};e unpaid instellments from the date when
due until paid at the highest' rate of interest allowed by applicable law,

: XU. RELEASE OF WATER

12.01. Upon request by a municipality, the Authority shall have the right to
sell, and the Corporations agree to release and relinquish to the Authority for sale,
for municipal use, up to and including 3,500 acre feet of Water annually out of the
quantity agreed to be sold to the Corporations under the terms of Section 2.01
hereof. Such right must be exercised prior to Jarii.zary 1, 1990, and shall be subject
to the terms of Sections 12.02 and 12..03 hereof.

12.02. Any such sale nmay be 'made upon such terms and conditions as may be
determined to be sppropriate by the Authority.

_12.03. The Authority may, at any txme, make its written request to the
Corporations to release such Water, specifying the quantity to be released, and the
release shall be effective thirty (30) days after the date of such written request. In
such event, the annual payments for Water under the terms 6f Saction 3.01 of this
Agreement shall be reduced by an ;mount equal to $27.50 times the number of acre
feet which the Authority requests the Corporations to release. If any such release
of Water is effective on eany day other than the anniversary date of this
Agreement, then the reduction in payments shall be made becrmmng vnth the
calendar month following the date on which such releasz becomes effective and
shell be prorated for the month during which such release becomes effective. The
Authority may make more than one request, provided the total amount released

-shall not exceed 3,500 acre feet annually. ‘
XI. RENEWAL

13.0L After the term of this Agreement has expired the Corporations shall
have the option thereafter to purchase Water from the Facilities m the quantities
to which they were entitled during the term of this Agreement upon such terms and
eonditions that are mutuslly sgreed upon and for such priee as is prevailing in the
general area at that time for contract sales of watet: of similar quality, guantity,
and contract period. ‘

XIV. MISCELLANEQUS.
M.0L Al headings of the Articles anci particular Sections of this Agree—

ment have been inserted for convenience of reference cnly and are not to be
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&ﬁf -‘Th& partf&e hereto agree to discharge
under thig’ &greement in compha.nce with all applicable laws, ordmances, govern—

their respeetxve obligations.

mental ruies, and regulations, and sub]ect thereto.
IX. NOTICES ‘

9.0L Any notice, request, or other communication 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 follawmg da,tes:

(2} 'I'he datc oi the maihng meeofuu Shown by the post office receipt
if mailed to the other p&ﬁu !mreto by, reg;stcmd m certified mail at the latest
address specified by such °ﬂmmw N

(b}  The date of the receipt,  thereof, by, such other-party. if not so mailed
byregisterqd:or certified mail WE A gah L menilA T

oo oo X ASSIGNMENT... 7y o - -y -

w.ox. The Corporaﬁm may st any: time;; won. netics: to the Authority,
name & person,. firm or corporation to succeed: to the pasition-of the Agent under
this Agreement, angd ghg:eatter serve in the place and stead of the Agent,

10.02. The. Corporations. may, assign this Agreement and their rights here-
under to any successor in interest, or to any other: subsidiary of. Texas Utilities

Company, without the consent of the Authorltg, but wilk not resell the Water toa
third party witha:t the express written consent of the Authority.

10.0%; Kelssimment or transfer of this Agreement shall in 8ny way change
or a.ffecttlub '. ligaﬂons of the Corporations under the terms of this Agreement or
the Bond Amortlzatxon Contract.

XL TERMINATION

ILOL In the event of the termination of the Water Supply Contract and
Conveyances pursuant to Sectmn 4.03 thereof, this Agreement shall likewise be
terminated without further actxon by the Corporations, and if so terminated, same
shall beeome null and void, and of no force and effect.

1L02. In the event the Corporations shalt fail to make any payment required
to be made under the terms of this Agreement when due, the Authority shall have
the right, but shall not be obligated, if such failure shall contmue for a period of
thirty (30) days after written notice to the Corporations, to suspend delivery of .

Water hereunder, cancel and terminate this Agreement without pbrejudice to any

Pege 7
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TEXAS UTILITIES GENERATING COMPANY

By

for and on behalf of, and as agent for:
DALLAS POWER & LIGHT COMPANY
TEXAS ELECTRIC SERVICE COMPANY
TEXAS POWER & LIGHT COMPANY

ATTEST:

Secrefary
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cmidered a part’ ot this Agreement an@ Iu ‘e’ way shall they affect the
intargremthm at any of the provisions of this Agraement.

14,02. The:rights and remedies of the parties set forth in this Agreement
shall not be exclusive and are in addition to ajl other rights and remedies of the
parties hereto, except that nothing contained in this Agreement shall impair or in
any manner alter the obligations and responsibilities imposed upon the Corpocations
by the terms o! thaﬁ W&ter Supply Contract and Conveyance; the Facilities
Agreement; tha Bond Amortizatlon Contract; the Bond Resolutions; and all Trust
Indentures entered into by and between the Authority and the Republic National
BuﬂcotDanns,ofDal}as,Texas,asTm:tec,witktespect to Bonds issued in
accordance with the Bond Amm‘tkation Con;tcT T )

14.03. This Agreement may be amended or supplemented by mutual agree-
ment of the parties herets, but in no event shall any such amendment or-
supplement change or affeet the Bond Amortization Contract,

EXBCUTKD asof the Ist day of October, 1931

SABINE RIVER AUTHORITY OF TEXAS

President, Board of Directors
APP;LOVBD:

Executive Vice President and
General Mansger

ATTEST:

Secretary, Board of Directors
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PERMIT TO
APPROPRIATE STATE WATER
APPLICATION NO. 3234 PERMIT NO. 2948 TYPE: Regular
Permittes  : Sabine River Authority Address : P. 0. Box 579
. Orange, Texas 75247
Received : May 16, 1974 Filed : June 26, 1974
Granted : August 1, 1974 County : Wood
Watercourse : Leke Fork Creek, s tributary Watershed : Sahine River Basin
of the Sabine River :

WrExgas, the Texas Water Rights Commission finda that jurisdiction of the application is
established, due notice and publication thersof baving been accomplished, and hearing having
been held, all in accordance with the Texas Water Code and the Rules and Regulations of the
C . .

Now, TrErePORE, this permit o appropriate State water is issued to Sabine River Authority,
subject to the following terms and conditions:

1. TupouNDMENT

Permittes is authorized to construct, and before acquiring any right hereunder shall
construct, a dam and reservoir on Lake Fork Creek and impound therein not to exceed
675,819 acre-feet of water at 403.0 feet above mean sea level. Station 103 4- 80 on the
centerline of the dam is N 81° 45’ W, 3700 feet from the NE corner of the J. M. Stedman
Survey, Abstract No. 559, Wood County, Texas, 5 miles west of Quitman, Texas,

2, Us=

(a) Permittes is authorized to divert from the proposed Lake Fork Creek Reservoir,
44,940 acre-feet of water per annum for municipal use and 120,000 acre-feet of
water per annum for industrial use, and to use the bed and banks of Yake Fork
Creek and the Sabine River to. transport this water from Lake Fork Creek Reservoir
to specified points of diversion as approved by the Commission.

(b} Permittes is authorized to divert and use not to exceed 300 acre-feet of water from
Lake Fork Creek for initial construction of the dam.
3. Diversion

Permittes is authorized to divert water in amounts and for uses set out above only from
such points and only by such mesns and at such rates as will hereaiter be specified and
approved by the Commission, .

4. Trvz LnaraTions

Construction or installation of all works herein authorized or required will be in accordance
with plans approved by the Commission and will be commenced within two years and
completed five years from date of issuance of this permit unless extended by the
C ..

§. SerciaL CoNoiTiONS

(a) The permittee will prfovide the facilities necessary to pass water through the dam at
alf times, including during the period of construction and initjal filling of the reservoir.




£y

To provide for downstream domestic, livestoek, and natural streamlife needs, the per-
mittes will make sufficient releases from the Teservoir in & manner approved by the
Commission to maintain a minimugm flow of 2.0 cfs at the USGS streamflow gaging
station at State Highway 37, 5.0 miles downstresm from the dam.

(b} The parmittes will install and maintain & contingous lake-level Tneasuring station for
Lake Creek Reservoir and maintain the following records:
(1) Resazrvair content;,
(2) Discharges through Lake Fork Creek Dam, : - )
AI records. will b compilsd monthly and reported to the Commission dnnually and
at other times as required. : )

This permit i fssued subject to all superior and serior water rights iz the Sabine River Besin,
Permittes agrees to be bound by the terms, conditibis and’brovisions contained herein and
" such agreement is’x.condition precedent to the granting of this permit,
All other matters requested in the application whick: ars no. specifically granted by this
This permit is fssued subject to the rules and regulations of the Texas Water Rights Com-
mission and to its right of continual supervision. .

4 Date Issued:
*September 26, 1974

Hdtons

A

B. Hardeman, Commissioner

EXHIBIT “J7-
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A3

A EASEVENTS EXCHANGL AGREZMENT

~

This Easements Exchange Agreement (hereinafter the “Contract')

entered:into by and between Phillips Coal Company (hereinafter
"Phillips") on the one hand; and The Sabine River Authority of
Texas (hereinafter "The Authority"), and Dallas Power & Light
Company, Texas Electric Service "Company, and Texas Power "& Lignt
Company (hereinafter collectively "The Corporations”), acting
herein by and thromgh Texzas Utilities Geﬁerating Company (here-
inafter "tﬁe Agent"), on the other hand.

WITNESSETH:

A. The Corporations entered into a Water Supply Facili-
ties Agreement dated as of February 11, 1574; with The Authority
(hereinafter'calied "The Agreement") relating to the acquisition,
coﬁstruction and ownership of water supply facilities consisting
of a dam, ;eservoir and related facilities (hereinafter called
the "Facilities") on Lake Fork Creek in Wood, Rains and Hoﬁkins
Counties, Texas and the purchase and use of water from said

Facilities; and

B. Phillips has acquired and is the présent ownexr of coal
leases covexing certain real property in the vicinity of the
» Fééil#ties, including real property which will be needed for the
construction of the Facilities; and
. C.. Phillips, on the omne hand, and The Corporations and
The Authority, on the other hand, desire to exchange between
. tﬁemselves, as provi&éd in this Contract, certain easements
covering real property interests in order to facilitate the
development by Phillips of its coal léases énd to permit the
construction, operation and use of the Facilities ns contem-
plated by The Agreement: and
D. Phillips and The Authority desire to avoid lengthy and
complex eminent domain proceediﬁgs;
NOW THERKFORE, in consideration of the premises, the re-
spective agreements of the parties, and the mutual exchanges of
Treal property interests provided hereim, all parties hereto

agree as follows:




ARTICLE 1.

1.1 As used heréin the term "coal“ means and 1nc1udes
all coal and lignite and their .constituent products and all
other mineral substances associated or commlngled therewlth and
all clay, sand, gravel, or any other substance of whatever
nature whether mineral or. non-mineral, metallic or non-metallic,
encountered in miniﬂg_operaziono fer the:production of coal or
lignite. - N . o -

1.2  As used hereiny éhe term. “Closing Dare" shall be the
date. fifteen days after the satisfaction . or waiver by Phillips,
of the conditlons to Philllps oblxgatzons hereunder contained

.1n Arclcle & and the'satisfaction or warver by The Authorxty and’
The Corporations of tha condltlons ta The Auchority's and The
Corporatlons obllgatlons hereunder contained as Article 7.
Unless the Closxng DaCe shall have occurred on or prior to .
February 15, 1980, this Contract will terminate at the close of

business on that day, without liability to any party hereto.

1.3 . As used herein, the term "Reservoir Property" means
the real property spehificélly described in Exhibit A to this
Contract,, Eéiﬁg alL the real property within the area outlined
in dark bI

.:ia Ekhlblt "A-1" hereto.

1.4 ‘Aq-used herein, the term '"Mine and Plant Property"
;(hereinafter'referred to as '"M&P Property”) .means-all real
Pproperty within the area outlined in black in Exhibit B hereto

. and includes the Reservoir Property.

1.5- As used herein the term "Lake Fork Reservoir" shall

mean the reservoir described in The Agreement and being con-

~structed on Like Fork Creek in*Wood, -Rains and Hopkins Counties,

Texas. -

ARTICLE 2.
2.1° On the terms and subject to the conditions herein set
forth, Phillips agrees to grant, convey, assign, and deliver to

The Authority, on the Closing Date, a flowage and floodage

easement in and aver Philli s' dinterests in propert within 'the
24 propexcty

2.
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Lake Fork Réservoir inithe form attached as Exhibit C to this
Contract.

2.é On the terms and subject to the conditions herein set
forth, Phillips agrees, promptly after acquisition, to grant,
convey, assign, and deliver to The Authority, a flowage and
floodage easement in and over amy interests in property within
the Lake Fork Reservoir that Phillips may acquire in the future,
in the form attached as Exhibit C to this Contract.

2.3 In granting the flowage and floodage easements
described in Sections 2.1 and 2.2 above, Phillips is not, and
does not purport to Be, acting as an agent for any owner 6f any
other interest or interests in the pfopert& over which such
easement is granted. Nothing contained in this Paragraph 2.3
shall relieve The Authérity from any responsibility which it may
have for obtaining and payéng for the right to flood any interests
in said ﬁroperty which are not owned by Phillips. .

2.4 The Authority shall have no cbligation by reason of
this Contract to mine or remove the coal from any of the property
over which Pﬁillips grants a flowage and floodage easement

pursuant to Sections 2.1 or 2.2 above.

ARTICLE 3.

3.1 The Authority agrees to grant, convey, and deliver to
Pﬁillips, on the Closing Date, a constfuction and diversion
easement on and across the Reservoir Property in the form
attached as Exhibit D to this Contract. In granting the rights
described in this Section, The Authority is not, and does not
purport to be, acting as an agent for any owner of any other
interest or interests in the propexty over which such easement
is granted. Nothing gontained in this paragraph 3.1 shall
relieve Phillips of any responsibility which it may have for
obtaining and paying for any interests in said property which
are not presently owned or hereafter acquired by The Autho;ityt

3.2 If, at anytime prior to the termination of the

construction and diversion easement granted Phillips pursuant
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hereto— ?hllllps has completad all its m1n1ng and reclamat;on“
actrvzries within the HM&P Property, Phillips shal; exacute and
deliver to The Authority a release of said conetruction and
diversion easement.

3.3 The Authority hereby grants unto Phllllps the right to
discharge vacer from the M&P Property into Lake Fork Reservoir
at such location(s) as The Authorzty shall approve provided
that any such discharge shall comply with all laws of the United
States and of the, State of Texas and the pertlnenc rules, regula-
tions and standards of all appropriate admznistratrve agencies,
including The Anthority Upon requesc by Phllllps The Author-
ity shall grant to Phllllps such property rights as are rea- . )
sonably necessary to give effect ‘to :nrs paragraph

3.4 Upon completion of mlnlng, but not later than December
31, 2013, Phillips agrees at its sole cost and expense, to
remove any dams or dlkes constructed by Phillips across the
Burke Creek Arm of Lake Fork Reservoir or such portion thereof
as snall be determlned by The Authority to be necessary for the
normal operation of Lake Fork Reservoir. Prior to the removal
of such. dams or dxkes Phillips shall reduce hlghwalls and
grade ané filf pits and excavations created by its operatxons'
on the Reaervoxr Property and shall, as to the portion of the
'Reservoir Ptoperty between ‘the Operating pool elevation at .such
Atlme and the Project Boundary, where Phillips has conducted such
operations, contour and revegetate sueh lands to control erosion.

3.5 The Authority shall have the right to require Phillips
to remove diversion ditches, bridges, tracks, conveyor systems

T .other structures on.Reservoir Property.bull: by Phillips-
-which unreasonably lnterfere with The Authoricy usa, mainte-
‘nance or opexation of Lake Fork Reservoir.

3.6 Any dike, dam, diversion dltch brldge Crack

.conveyor system or other structure constructed by Phillips
pursuant to Section 3.1 above, and any pumping or diversion of

water by Phillips into Lake Fork Reservoir, shall comply with




all laws of the United States and of the State of Texas and the

pertinent rules, regulations and standards of all apprcprlate

administrative agencies, including The ‘Authority.

3.7 1If Phillips commences mining operatlons on M&P Property
and the Reservoir Property has never been, or is not at that
time, flooded by water impounded by Lake Fork Dam, The Authority
will use its best efforts to netify Phillips as soon as possible
of any intention to flood the Reservoir Property in order that

*Phillips may construct necessary dams and dikes.

3.8 Philllps,agrees to protect, indemnify and hold harm-
less The Authority from any and all claims, damages and losses
vhich are caused by: -(a) its prospecting, exploring, developlng
or mining operatlons for coal or any other minerals in, on or
under the Resexrvoir Property, (b) its coustructing or removing
dams, dikes, bridges or similar edifices and diversion aitches,
which said dams, dikes, bridges and ditches 80 onto, over or
across the Reservoir Property, and, (c) taking any action

related to the rights and powers granted in this Article 3.

ARTICLE 4.
4.1 Phillips agrees that it will not use Lake Fork Reser-
’ voir for recirculation of cooling water for any purpose other
than in connection with the operation of a lignite-fired steam
electric generating plant consisting of a unit or units hav1ng
a total capacity not in excess of 3,000 MW, if such other use
* would 1nterfere with The Corporations’ operation of a nuclear
steam electric generating plant as provided below.
4.2 The Corporationé agree that they will not use Lake
Fork Reservoir for recirculation of cooling water for any
purpose othexr than inwconnection with the operation of a nuclear
steam electric generating plant consisting of a unit or units
having a total capacity not in excess of 2,600 MW, if such other
use would interfere with Phillips' operation of a lignite~fired
steam electric generating plant zs provided above.

4.3 The Authority and The Corporations agree that they

WL1ll not enter into any contract to sell water from Lake Fork




Reservoi’ £ot use in any industrial facility which would dis-
charge any pollutants directly into Lake Fork: Reservoir and
adversely affect the water quality therein.

l 4.4 The Corporations agree that they will not, prior to
December: 31, 1986, enter inte a contract’ or authorize The
Authority to enter into’a contrdct to- sell any part of the water
available-to: The: Corporations’ frod Lake: Fork Reservoir for use

at any industria¥ or electiice” generiting faCilitles, without

. first conductingtd: joint: stmfrwith“?&iiiips-: to determine the

afféct'ofﬁtkéioperation'of*éueh*thilfties on air quallty, and
if Phillips: reasonably. determined-that such facilities will
result in:a: detezloratlon ~ofraix qualxty which would substanti-
ally- advnrseky affece: the use. of Lake: Fdrk Reservoir by Phillips
as-a site.for a fossil-fired pover plamt of 3,000 megawatts, The

Corporations will nat enter intor such-& contract.

ARTICLE 5.
5.1 The Authorlty hereby represents and warrants to
"Phillips as follows:
(a} The Authority is an agency and political subdivi-

o sionzef’the State of Texas., being a water improvement,

conséivétioa~and reclamation district, duly created and

1governed by Article 8280-133, Vernon's Texas Civil .

Statutes, as aﬁended, pursuant to Article 16, Section 59,

of the Constitution of Texas.

~ (b) The Board of Directors of The Authority has, by

resolution adopted under the laws of the State of'Texas,

approved the entry by The .Authority into this Contrace.

e} “The %Pthcrity‘has or will have complied with, by
the Closing Date, all applicable statutory and other proce-
dures and requirements necessaxy for each of the various
Anstruments of eonveyance to be delivered to Phillips
pursuant to this Contract, upon the execution and delivery
thereof, to be effectlve and blndln° couveyances by The

Authority.
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5.2 The Agent, for itself and on behalf of each of The

Corporations, hereby represents and warrants to Pﬁillips as

follows;
(a) Each is a corporation duly organized, validly
existing and in good standing under the laws of the State

of Texas.

(b} The Agent is duly appoin;ed and authorized to
execute this Contract for and on behalf of each of The
Corporationg; } '

. (¢) The Corporatious h;ye tﬁe right to enter into
this Contract and grant the rights granted herein.

(d) This Contract is a valid and legally blndlng
obligation of each of The Corporations.

(e) Each of the various instruments to be executed
and delivered by The Corporations pursuant to this ConLract
to Phillips on the Closing Date will be on said ClOSlng
Date duly authorlzed and valid and binding obligations of

each of The Corporations.

5.3 Phillips hereby represents and warrants to The Authority
and The Corporations as follows:
(a} Phillips is a corporation duly organized, validly
existing and in good standing under the laws of the State
=~ of Nevada and qualified to do business and in good standing
in the State of Texas.
. (b) Phillips has the right to enter inté this Contract
and grant the easement granted herein.
(¢} This Contract is a valid and legally binding
obligation of Phillips.
(d} Each of the various instruments to be executed
and delivered by Phillips pursuant to this Contract to The
Authority on the Closing Date will be on said Closing Date
duly authorized and valid and binding obligations of
Phillips.




-

6.1 - The obligatiéﬁs of Phillips under this Contract are
subject ‘to the satisfaction on or prior to the Closing Date of
all of the following condltxons except such conditions as
Phillips may waive in writing:

(a) Phillips shall have received an approprlate
opiniont of Messrs. Rcberts Harbour Smlth Harris, Freuch

& Ritter of Longv1ew féxas dated the Clo51ng Date, to

the effect that thisg COn:ract has been properly authorlzed

executed “and déllvered by The Auchorlty is a valid and
legzlly binding obligation of The Authority, and that the
instruments of‘conveyance to be delxvered to Phillips on
the Closing Date are valid and blndlng conveyances by The ‘

Autﬂbrity under the laws of the State of Texas.

* (b¥ Each af"The Cbrporatlons shall have before the
date of thzs COntract dellvered to Phxlllps appropriate

evidence that the Agent is the agent of each of The

Corporatlons for the purpose of executing and delivering -

this Contract and the instruments of conveyance contemplated

- hereby e

> Phillips shalI have recezved an approprlate opinion
of Hessrs. Worshan, Forsythe & Sampels of Dallas, Texas,

“daced,the €losing Date, tg the effect that each of The .
Corporations and the Agent is a corporation duly organized,
validly existing and in good standing under the laws of the

' State of Texas; that this Contrace and, as to agreements.

" and conveyances signed by The Corporatlons each other
agreement rand .conveyarce contemplated hereby has been duly
authcrized exeguted, and delivered by and on behalf of The
Corporations and is a valid and legally binding obligation
or conveyance of each of The Corporations and tﬁac The .
Corporations and the Agent have power and authorlty to
consummate the transaction contemplated by this Contract.

(d) At the Closing Date, there shall not be any

pending or threatened litigacion against any party hereto




in any court, Or any proceeding or ectlon before or by any
governmental comm1331on board or agency in which it is or
may be sought to obtain damages for or to restrain, pro-
hibit, or declare illegal the consummation of any of the

transactions contemplated by this Contracr.

ARTICLE 7.

7.1 The obligations of The Authorlty and The Corporatlon

under this Contract are subject to the satlsfactlon on or prior

to the Closing Date of the following conditions, unless waived

in writing:

(a) The Authority and The Corporations shall have
received an appropriatehopinion.of attorneys for Phillips,
dated tha Closing Date, to the effect _that Phillips is a
corporation duly organized, validly existing and in good

standlng under the laws of the State of Nevada; that this

Concract and each other agreement and conveyance contemplated

hexreby has been duly authorlzed executed, and delivered by

and on behalf of Phillips and is a valid and legally binding

obllgatlon or conveyance of Phillips; and that Phillips has
the power and authority to consummate the transaction

contemplated by thls Contract.

(b) At the Closing Date, there shall not be any pending

ox chreatened litigation against any party hereto in any
court, or any proceeding or action before or by eny govern~
mental commission, board or agency in which it is or may be
sought to obtain damages or to restrain, prohibit, or
declare illegal the consummation of any of the transactions

contemplated by this Contract.

. ARTICLE 8.

8.1 If The Authority presently owns or hereafter acguires

any operating interest or executive rights in coal within the
M&P Property, The Authority agrees that, at Phillips' request,
The Authority will offer for lease such coal in accordance with

applicable statutes. Phillips recognizes that The Authority has




the right to'refuse ﬁny and all bids received.

8. 2 If Phillips is obligated under a lease to pay royal-
ties, then ?h1111ps shall pay such royalties to - The Authority if
The Authorlty becomes the assignee or owner of such royalty
interest. The Authority, however, shall not be entitled to »
surface use or _damage payments. payable under any provision of a
lease under which The Authority might otherwisa be entitled to

such payments, bu: for this Contract. - f

ARTICLE 9. .
$.1 - The Authority and The Corporations will coopera:e with
and’ assist thIllpsﬂin-obtaining any permic, consent license
oxder. or other approval required in‘connectlon with the use of
Lake~Fork Reserveir for a lignife-fired steam electric generatlng

statlon,.or anconneczion w1th its surface mining operatlons

ARTICLE 10.

10.1 Ahy notice, request, or other communxcatlon permitted
or required under . .this Conrract shall be given in writing and
shall be malled postage prepaxd certified mail, retum Teceipt
requested to the Party to receive such notice at the address )
shcwn below, or at such other address as may have been furnlshed

to each other party to this contract by the method of glVlnﬁ.

motice hereunder- o . -

(a) Phillips- . Phillips Coal Company
12700 Park Central Place -
1400 Park Central IIT
Dallas, Texas 75251

ATTN: Executive Vice President

(B) “The.Authority- “Sabine -River Authozity of Texas
‘Post*0ffice Rox 579
- Orange, Texas 77630

ATIN: Sam F. Collins

(¢) The Corporations- Texas Utilities Generating Compamngy
2001 Bryan Tower
Dallas, Texas 75201

ATTN: L. F. Fikar

- =10~
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.

Such notice,’request, or other communication shall be deemed to

have been given on the date of the mailing thereof as set forth

above,

ARTICLE 11.

11.1 A waiver by any party of any defau;t by any other
hereunder shall not be deemed a waiver by such party of any
default by any other which may‘thereaften occur,

11.2 This-CQntract supersedes all negotiations, prior
discussions and preliminary agreements made prior to the date
hereof. This Contract may not be- changed except in writing
executed by the parties hereto.

11.3 The vaiidity, interpretation and performance of this

Contract shall he governed by the laws of the State of Texas.

'

ARTICLE 12.
12.1 This Contract shall be binding upon and inure to the’
benefit of the respective parties hereto and their assigns and

legal successors. -

Executed this |4  day of Decemazi . 1979,

- ’ : PHILLIPS COAL COMPANY

By

Executive Vice President

. THE SABINE RIVER AUTHORITY OF TEXAS

by D

Presiden}/of Board of Directors

TEXAS UTILITIES GENERATING COMPANY

| i A

Vice President 7

As agent for:

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

-11-




EXHIBIT *A*®

Attached. to Easements Exchange- Rgreement Entered
Inta By and. Between, Phillips Coal Company, The
Sabine. River: Authority. of: Texas; and Texas Utilities
Gensrating Company...: .
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EXHIBIT "C"

FLOWAGE AND FLOODAGE tASD”"mT

STATE OF TEXAS I

X KNOW ALL MEN BY THESE PRESENTS :
COUNTIES OF HOPKINS I
RAINS AND WOOD

THAT Phillips Coal Company, a Hevada Corporation qualified
to do busiﬁess in the State of Texas (heveafter called’ "Phillips")
for and in consxderatlon of the sum of ten dollars ($10. 00) and
other valuable consideration, the receipt and sufﬁiciency of
which is hereby acknowledged, has granted, sold and conveyed and
by these presents does grant, sell and convey unto Sabine River
Authority of Texas, ‘an agency and political subdivision of the
State of Texas (hereafter called “The Authority"), an easement
on and across all of the interest of'éhillips in and to any
propexty-located in Hopkins, Rains and Wood Counties, Texas
within the official Project Boundary of the Lake Fork Dam and

Reservoir Pro;ect as constructed and operated by The Authority,

lncludlng, but not limited to, those portions of the tracts
descrzbed in Exhlblt "A" attached hereto and incorporated herein
by ‘reference which are within the official Lake'Fork.Project '
Boundary (hereinafter called "Premises") for the purpose of
flood{ng, placing or. -causing to be placed the waters of Lake ;
‘Fork Reservoir on and across said interests.

Pursuant to the provisions of a certain Construction and
Dlversion Easement granted Phillips by The Authority of even datre
herewith, which Easement is incorporated hereby by reference,
Pnillips may divert and remove the water which is impounded on
-or which flows 'across fhe portion of the Premises covered by
said Construction anl Diversion Easement in accordance with the
" provisions thereof, and in the event Phillips elects to so

divert or remove such water, nothing herein shall restrict the
exercise of Phillips' rights with respect to the use of the

Premises,
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EXHIBIT "B"

MINE AND' PLANT PROPERTY MAP OF THE LAKE FORK RESERVOIR

P R P o
nlr IEDIC I 4 EIMEAN 344
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Aétua]:"maﬁs attached to Easements Exchange Agreement
entered, inta. by, and.between -Phillips-Coal Company,

the Sabine River Authority of Texas and Texas Utilities

- Generating Company.dated Decembew. l4, 1979, ..
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EXHIBIT "p"

CONSTRUCTION AND DIVERSION EASEMENT

STATE OF TEXAS X

- X KNOW ALL MEW BY '[HESE PRESENTS:
COUNTIES OF HOPKINS X
RAINS AND WOOD

THAT The Sabine River Authority, an agency and political

subdivision of the State of Texas (herelnafter called "The

- Authority") for and in consideration of the sum of ten dollars
($10.00) and other valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, has granted, sold
and conveyed and by tﬁese presents does grant, sell and convey
unto Phillips Coal Company, a Nevada Coxrporation qualified to do
business in the State of Texas (hereinafter called "Phillips')
the follow1ng easement over and in the certain real property
.located in Wood, Rains and Hopkins Counties, Texas, that ig more
partlcularly descrlbed in Exhibit "A" attached hereto and

incorporated heyein by reference (hereinafter called "Premises"),

to-wit:

Philliﬁs may construct, operate and maintain dams, dikes,
diversion ditches, bridges, tracks, conveyor systems or other
structures on and across the Premises and may pump, remove and/or
-divert water from the Premises into Lake Fork Reservoir in order
'to enable ‘Phillips to prospect, explore, develop, mine and
operate for and produce by any method or methods deemed desir-

"able by Phillips (including wmining by strip mining, open pit,
deep shafr, incline, adit or any other method, whether known
or unknown at the date hereof) and transport all coal and )
Jdignire and-its constiruent products and .ak} substances
commingled therewitheshich Phillips may legally explore for
~and mine from the Premises and/or other lands which may be
“developed therewith and to otherwise exercise all rights which
Phillips now has or may hereinafter dcquire in the Premises.

The exercise of the rights herein granted shall ve subject to




Thissgkant 1% made without warranty of title except as
against’thos;5claiming title to the Premises by, through or

under Phillips.

Made this day. of » 1979.

B

PHILLIPS COAL COMPANY
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the prior approval of The Authorlty, but such approval shall not
be unreasonably withheld.

The easement herein granted shall, as to the construction,
operation and maintenance of dams across the Premises, terminate
on January 1, 2013. Except as to the earlier termination of a
portion of this easement as above provided, this easement shall
continue in full force and effect until January 1, 2040.

This grant is made without warranty of title except as
against those cla{ming by, through or under the Authority.

Made this day of ,» 1979,

THE SABINE RIVER AUTHORITY

By:

President of Board of Directors

D-2
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AMELDMELT 0 WATHR SUPPLY AGRERME

i

THE STAYE OF TEXAS §

COUNTY OF GREGG

“:

THIS AMENDMENT TO WATER SUPPLY AGUERMENT is made and
entered into thisz _ 24  day of Docamber , 1977, by and
balveasn THE SABINE RIVER AUTIORITY QF TEXAS (hareinaftor
called "Autho;ity"), a govergmental agency of the State-of
Texas, and THE CITY OF LONGVIEW, TEXAS (hercinafter called

"City"), a municipal corporation of Gregg Counky, Texas:

WITMNESSETH:

WHEREAS, the Authority and the City entered into a

Water éupply Rgreement dated the 5th day of Maxch

14

1975, by the terms of which the Authority agreed to furnish

certain quantities of water to the City for municipal and

‘

domastic purposes; and

WIEREAS, the City is in‘the process of constructing
and will maintain at the point of delivery defined in said
Water Supply Agreemant, a diversion dam to facilitate the
divexrsion of watér by tha City; And R

WHEREAS, the City has requested and the Ruthority has
agreed that the Authority not enter into any contracts foi
the sale of untreated water which has as the diversion point
any portion of the arca affected by the City's diversion dan;

NOW, THEREIORE, for and in consideration of the prem—
ises and of the respective agreements herein contained, the
parties hereto agree as follows:

1. ‘“The A;thority agrees not to enter into any contract
or agreemenlt for the sale éf'untrqatcd vater which agrecuwant

provides for a diversion point or point of delivery for water




on tiu.t. portion of Lhe Sabine River in w)u.c_h the City has con-—
structed a diversion dam and holding pand for the purpose of
diverting water under its contract with the Anthorzity.

2. The Water Supply Agrcement between the Anthority

and the City dated pacch 5 ¢ 197%, is hereby swendad
s0 as to reflect the agreemsnt contained in this instrums ant.

AlL provisions of @:he Water Supply Agreement other tharr those
. specifiéal}.y nn;ended hexreby shall remain in full force and
effect. . - . ' . -
3. This Amﬁndmem. to the Water Suoply Agreer_am. shall

be in full- force-: ‘and effec!: from ard after 'che date of oxe-—
cutlon hereof and it shall cypx.re o the date of the expira-—
txonv of the s ald Wa‘.er Supply Agreement. 4

| IN WITMESS !\’H“REO:, the. parties hereto hava c**ocn ted
this I\greeman._ on tha day and year fu:qt dbove wr Lﬂen-

' SABINB RIVER AUT "O“-”Y or T"\Aq

L7 T 4

BY.~ e SR
Prcsxdent of the Board of
- . . ) D:Lrez.tors
APPROVED'
ATTESTYS - - v\njb\)L ;\)\4’1/\0 My
01\‘1 . u:m.noqj, l)'ecu‘.tve‘v
L - sident ,and General - Imn_ger
Z .
PR AN AL .
Secretary of the Board of
Directozs
- THE CITY OF LONGVIEW, TEXAS
W (/
-'63.‘3'{-: Curtkis, Hyor \\)
. .
APPROVED:
o !
ATTEST 715 Taas,

City Hanager

T Gl Mosicy.:
'//// e ‘/,.//‘7. )’i?»u

City Soé.rct'nrj
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RESOLUTION NO. 313

A RESOLUTION AUTHORIZING EXECUTION
- OF A WATER SUPPLY CONTRACT WITH THE
CITY OF LONGVIEW

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE SABINE

RIVER AUTHORITY OF TEXAS THAT:
I.

The Sabine River Authority of Texas enter into. a Water
Supply Con:vact with the City of Longview in order to ‘supply the .
City's present and future water requirements. as set forth in the - .

copy of such contract which is attached hereto and by reference .

made a part hereof.
IX.

~: The President is authorized to execute said contract for

and on behalf of Sabine Rlver Authorlty of Texas and the Executive
Vice President and General Manager is directed to establish any
program necessary for the implementation of the terms and conditions.
specified in said contract in accordancé with the terms and

provisions thereof.

III.

©

This Resolution shall take effect and be in force from
and after the date of its passage, and it is so resolved.

PASSED AND APPROVED this 5th, day of March, A.D. 1575.

Pre51dent

VTTEST:
APPROVED:

/ . .
. (ig/; TR <\ \ ;
Secretary ig), } ANA Torpal
4 AV A Y JLJ TDLOASHE
e ut;vg Vice rQSLQont
anQSGeneral Manager




WATER SUPPLY AGREEMENT

THE STATE OF TEX{aS

@y

RNOW ALL MEN BY THESE PRESENTS:
COUNTY OF GREGG

THIS AGREEMENT is made'and entered into this - 572f day. of

Marew ., 1975, by and between the SABINE RIVER AUTHouTy OoF

TEXAS:(heralnafter called *Authority"), a governmental agency oﬁ .
the. State.of Texas, acting herein by ang through its duly’ author-
ized President of its Board of Diractors,. and attestad by its
Secretaryr and.the CITY OF LONGVIEW, TEXAS: (hog elnafter callegd -
“Clty }r a mnnlclpal corporation of Gregg County, Texas, actlng_
herein by and through its Guly authorlzed Hayor, and attestéd By

its Secretary,

RECITALS

1. The Authority is an agency and political SublelSLOn
of the State of Texas, belng a conservatlon and reclamation dis—
*rict created and governed by the prov1810ns of ‘Article 82g80-133,
Vernon's Revised Civil Statutes, as amended, pursuant to Article
16, Section 59, of the Texas Constitution. "

2. The City is a home-rule city located in Gregg and
Harrison Counties, Texas.

3. 7The Ruthority bresently owns and operates a certain
reservolir project kno§p as the Iron Bridge Dam and Reservoir
Project, located in Hunt, Rains and van Zandt Counties, Tewa;,
4hd i3 authorized under the prov1510ns of Permit No. 1792,

.issusd by the Texas W

o
N
I
o]
tt
'fTJ

ights Comnission to appropriate
public waters of the State of Toxas which are impoungaa by said

projeck.
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4. The Authority is in the process of acquiring and con-
struéting a water supply facility consisting of a dam, reservoirx
and related facilities on Lake Fork Creek in Wood, Rains and
Hopkins Counties, Texas, to be known as the Lake Fork Dam and
Reservoir Project, ana is authorized under the prov151ons of
Permit No. 2948, issued by the Texas Water Rights Commission to
appropriate public waters for the State of Texas £o be‘impounded
by said project.

5. The City propéses to purchase untreated fresh water
from tne Authority for subsequent treatment and distribution for
runicipal and domestic purposes. )

ROW, THEREFORE, in consideration of the premises and of
the respective agreements herein contained, the parties hereto
agree as §ollows:

ARTICLE T -
DEFINITIONS
1. Agreement: This Agreement and any amendnents thereto.
2. Article: Any subdivision of this Agreement deﬁignated

with a Roman numeral.

3. Point of Delivery: The point or points to be agreed

upon between the parties where the City will withdraw water.

4. Section: Any subdivision of this Agreement designated
by Arabic numerals.

5. Water: Untreated fresh water eiéher from Iron Bridge
Dam and Reservoir Project or Lake Fork Dam and Reservoir Project
or any other facility from which the Authority agrees to furnish
water to the City'in accordance with.the provisions of this Agree-
ment to be transmitted downstream through the river system Ffor
delivery to the City;

6. HMinimum Monthly Quantity: The minimum quantity of

water for which the City is obligated to compensate the Authority
during any calendar month, whether or not such gquantity is acta-—

ally taken.




7. Maximum Diversion Rate. The maximun number of
gallons of water per minute which the City is entitled to take
from the Authority under the terms of this Agreement.

8. Haximum dMonthly Quantity: = The mawimum quantity of

water which the City is entitled»to take from the Authority
under the terms of this Agreement during any calendar month.
ARTICLE II )

The.AuthoriEx.agrees:ta sell to City:and Ciey agrees to
take and purchase from the Authority, for municipal and domestic
'purposes at: the point of delivexy the minimum monthly quantity
of water prescribed. in. the. Table af Schedules fox each part;cu—
lar calendar year. The Table of Schedules, which sp=c1f1es
certain mlnxnum monthly quantities, maxlmum dlver51on Tate, rates'
and minlmum nontﬁly costs for. the varlous calnndar years during
the term of this Agreement, is attached hereto and made a part
hereof for all purposes and is designated Exhibit "aA".

) The Authofity shallimake available for diversidn by the
City at the poznt of dellvery the quantlty of water rot to excesd
the maximary mmmthly quantzty for each calendar year as set forth
in Exhibit A%,

It is understood and agreed that the Authority shall
supply "the City(with water in the quantitieS'herein specified
from the Iron Bridge Dam and Rese&volr Project: beglnnlnc on
January 1, 1978, and continuing until the compleelon and com-~
mencement of operations of the Lake Fork Dam and Reservoir Pro—
jeect, at which time water nay be supplied by the Authority to
the City from the Lake Fork Dam and Reservoir Project.

In no event sgall the guantity of water to be delivered
by the Authority to the City under the terms hereof exceed twenty
thousand acre feat in any calendar year.

ARTICLE IIX

RATES AND COMPENSATION

1. The City agrees to pay to the Authority at the tines
Y Y

and in the manner prescribad an amount not less than the minizum
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monthly payments as shown in the attached Table of Schedules

(Exhibit "A"} for the appropriate calendar year. In the event
the City shall take and divert more than the minimum monthly
guantity of water, the City shall pay to the Authority in addition
to the minimum monthly cost an amount equal to the rate specified
for the appropriate calendar year times the number of tpousands of
gallons of water actually taken less the credits allowed under the
provisions of Article XVII hereof. )

f2. It is.understood that beginning on January 1, 1978,
until January 1, 1982, water wili be supplied by ihe Authority from
the Irxron Bridge Dam and Reservoir Project at the rate of 5.0# psx
thousand gallons and beginning Janué;y 1, 1982, during the remainder
of the term of this Agreement, at the fate of 7.0# per thousand
gallons, which rates include all conpensatioﬁ te the Authority
for holding, storing, allocating an&-maintaining.the water in reserve

less the credits allowed under the provisions of Article XVII hexcof.

ARTICLE IV

BILLING END PAYMENT

l. As used in this contract, the term "month" shall msan
a period beginning at 8:00 o'clock A. M. on the first of each
calendar month, except that the first month or partial month
shall begin on the day of initial delivery of water hereunder,
but no later than January 1, 1978; and the minimum monthly pay-—

- ment shall be prorated for such partiai month, if any.’

2. City shall read the measuring eguipment as providegd
for herein at the end of each month and shall promptly report
the total quantity of water taken during such month to the
Authority, as well asﬁany other applicable information.

3. The Authority shall render to City at the City's
offices at P. 0. Box 1$52, Longview, Texas 75601 (or such other
place as designated by City) on or before the 10th day of ecach

calendar month a statemont showing charges for the guantity of




Lh

water diverted hereundar by the City ox for minimum payment ag
due.herétm'der during the preceding month. Payment of such state—
ment shall be due and payable at the Authority's office at P. o.
Box 579, Orange, Texas 77630 (or at such other place as designated
by the Authorlty) on or before the 10th day after receipt of such

statemenkt. - . . LT

4._ Should City fail to tender- payrzent of. any amount when-
due, mterest thsreon shall accrue at the rate of ten per cent . )
(10%). par annum- f.rm the date when dua until pa:.d__ I

.t In the event City fafls totender paym°nt of any -
amount when- due and. suck fai-lure-ccntinues fé;' forty-Five (45)
days aft,er': hotfce in writing to City of* suck @efault, the Authox—
ity may susp‘-nc’i deXivery of wa-l:er'- howavar, the. exernise of such’
r:LgI"t shall be: in- adazt:.on to any- other remedy- available o the .

Author.t ty b

ARTICLE V
ADJUSTMENT
Comnc:.ng on January 1, 1985, and each th.ee (3) years

thereaftet urmg the term of this Agreement, the rates for

water as pmv:.ded. herein may be changed and adjusted according. .
tomaintenance and operation expenses.of the Lake Fork .Dax.:x.an:d
Reservoir.Project' by mutual agreement of the parties. The
Technical Committee established here:.n in Article XITII shall
" review such maintenanca and operating expenses and make such
recommendations to the .City and to the Authority as it shall

deem appropriate. The City and the Authority shall thsreupon

agree upon an adjustgent of such rates, and, failing agreement,

'J.

the parties hereby agree to submit the sama +o arbitration as

provided in Article XVI.




< ‘ - KWSCeC EXHIBIT #@~-g

ARTICLE VI

HEASURING EQUIPMENT_

‘1. At City's own cost and expense, City shall furnish,
install, operate and maintain at the point of delivery, measur—
ing egquipnent, properly equipped with.meters and devices of
standard types for measuring accuratelﬁ the quantity of water
diverted under this contract, with a capaci ty to measure the
quantity of water diverted within an accuracy level of one pexr
cent (1%). sSaid meters will be calibrated‘annually by qualifiead

‘personnel. City shall notify. the Authority in advance of the
annual meter callbratlon and the Authority shall have the right
to be present and witness said calibration. ‘Such measuring
equipment shall be approved by City and the Authority but shall
remain the property of City. .

2.. During any reasonable hours,: the Authorlty shall have
access to such measurlng equipment so 1nstalled The Authority
shall have access to all records pertinent to deéernining the
neasurement and quantity of water actually diverted, but the read—
ing of the meter shall be done by City and reported to Authority
for the purpose of billing. cCity agrees that the Authority may
furnish, install, operate and maintain.check meters, should the
Authority choose to do so, at the sole cost and expense of the
Authority. ) -

3. Should the accuracy of City's or the Authority's
meter be gquestioned by either party hereto, it shall be dis-
assembled and inspected by employees and/or agents of the
installing party, in the presence of represantatives of tha
other party, and if possible, recalibrated in position. If
the meter is found upon inspection to be more than one par
cent {(1%) fast or slo ; then all cost and expanse for disassem-
Ablinq, inspection, calibration and assembling shall b= assumed
by the installirg party; otherwise, such costs and ex Ipansses
shall be assumad by tha party gquestioning the accuracy of the
meter. In addition, the account shall be adjusted for a pericad

extending back one-half of the time elapsed since the dats of the
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