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THE STATE OF TEXAS )

" COUNTY OF DALLAS ) :

THIS MEMORANDUM OF AGREEMEN"I‘ made this day by and be-
tween SABINE RIVER AUTHORITY OF TEXAS, a governmental agency
of the State of Texas, acting by and through its duly authorized President

and attested by its Secretary, hereinafier referred to as “"Authority",

~ and the CITY OF DALLAS, TEXAS, a municipal corporation of the State

of Texas, acting by and through its duly authorized City Manager and at-
tested by the City Secretary, bereinafter referred to as "Dallas", for

the purpose of constructing that certain dam and reservoir known as Iron
Bridge, located between Rains and Van Z.andt Counties on the Sabine River
and ;mbracing iands within Rains, Van Zandt and Hunt Counties, do hereby -
agree as follows:

WITNESSETH:

" GENERAL
L
Dallas shall make possible the financing of the entire da:;n and
reservoir cost either by contract under the terms of which the Authority
can issue revenue bonds in the amount necessary for construction of the
Project and the acquisition of the necessary lands, or by any other lawful
method acceptable to Dallas,
‘ IL
The Authority shall acquire and own in its name, all land-and flow-
age casements required for said reservoir and dam and for the operation
thereof, shall construct and own the dam, spillway and ouatlet works, all
of which land, flowage easements and properties collectively being known
as the "Project,
oL
Dallas shall construct and own the intake and pump station, together
with the pipeline facilitiss connecting the intake with the pump station, all

to be used for withdrawal of its share of the stored water, collectively



koown a8 ""Dallas~owned Facilities," In this connection Dallas will ke~
. : : wise be granted by Authority any needed rights-of-way for pipe lines,
power lines, communication lines, and other installations to be made

over and across the property of the Authority., Dallas shall have the right

. . to determine the location and size of the site on which shall be located
N the Dallas~owned Facllities \w.rhich shall be adeq;xate for the purposes
intended and shall provide for reasonable future expansion, Dallas may
("" i;xlprove the eite to meet its needs, enclose it for protection, and main-
tain and operate the site and such improvements thereon as it may deem
. < ne.cessa.ry. Likewise, adequats means of ingress and egregs shall be
. L 4
made available to both parties over the entire property constituting a
part o'f the Project, The Authority will convey to Dallas the land required
for the Dallas-owned Facilities and execute proper tasements and rights-
Voo of-way for pipe lines, power lines, communication lines, and other
- . . i | .' facilities that Dallas may install, together with necessary roads for
. a vmeans o; ingreés and egress, which roads shall be constructed of material

o ‘ g} to serve as all-weather roads, and said roads will be maintained by the

Authority, The Authority shall have the right of entry to the Dallas-owned

Facilities at all reasonable times for purposes of inspection, -

- :
b Iv. |
.. * ' In the matter of pr(;viding means of financing the cost of the Pro-
i ject, Dallasg shall not be required to pay any part of the cost at any time
: , of intakes and pumping facilities needed for the withdrawal of water for
\ 2 ‘ other municipalities or water users with which the Authority may make

contracts for a part of the water which belongs to the Authority under
this contract, As provided in the definition in Section II the o.utlet works
. shall be considered 2 part of the dam and a part of the "Project", the
cost of which is a part of the Project cost,
AL
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,@m;y@amm;gb;gz Al water withdrawn from the reservoir

by Dallas and the Authority, or other parties to whom either might

aseign & portion of its water rights, shall be accurately measured by

the withdrawing parties and records of withdrawals shall be available to
both Dallas and the Authority, r;?or the purpose of measuring water re-
leased or withdrawn from the reservoir, the Authority and Dallas shefl
.employ the most modern and accurate measuring devices generally utilized
for such purpoées, and as mutually ;gre ed upon by Dallas and the Authority,
Meaédrlng devices shall be provided at any intake structure or other point
a;oz;g the reservoir shore where water is withdrawn directly from ti:e
res;arvoir. The party making such withdrawal shall install and bear the
expex;se of the measuring devices, Any gages necessary to measure
inflow to the reservoir, reservoir level, and outflow from the reservoir
shall be established during construction, The cost of installing such gages
shall be considered a part of the cost of the Project, Operation of the
ga;ges and the analysis of their records shall be considered a maintenance
and operation expense of the Project and pald as provided in Set.:tion XX

of this contract_.J
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IX.

I Authority desires to use any of Dallas-owned Facilities or trans-

mission pipe lines for delivery of water to Authority's other customers,

-de




P whether municipalities or others, suitable arrangements and proper
compensation shall be made to be determined by mutual agreement,

>

The Project shall be operated and maintained by the Authority,

‘ the expense thereof to be pald in accordance with the provigions of Section
XX of this contract, The Dallas-owned Facilities shall be owned, oper«
ated and maintained by Dallas,

_ o ‘-‘ XL

. ‘ - The Authority shall make rules and regulations governing the use
of' the reservoir and adjacent lands owned by the Authority and such rules
shall prohibit any use of the water and lands that would result in polluifon

and contamination of the water which would render it unsafe for dome stic

. ‘ and mt-micipal purposes The Authority will properly police the reservoir
b ,‘;. Y 4 . property. All such powers shall be exercised and such di}'ﬁ.es shall be

‘ ‘o perfdrméd by the Authority in accordance with the appli.éﬂagle provisions
* e - ,- | ’ of law which are found in Section 26 of the Act cre‘ating Authority,

foo , ] XIL

. . 4 The execution. of this contract has been duly authorized in accor-
i L dance with law at an election held in the City of Dallas on the 3lst day of
J antiary, 1956, - The parties hereto recognize the possibility that in

order to implement the prompt completion of the Project, supplemental

o g 0w cestar e ane

contracts may be necessary from time to time which, of course, must
- be within the perimeter of the law ¢reating the Authority, and laws
amendatory thereof, and within the legal powers of Dallas. Any such

supplemental contract will be subject to negotiation between the parties,

ACQUISITION OF LAND AND CONSTRUGTION
- X1,

Authority has selected its consulting engineers to design and

. supervise construction of the Project, viz: Forreat & Cotton, Dallas,

Texas., A separate contract between the Authority and Forrest & Cotten
as engineers, executed on the 6th day of May 1956, s hereby confirmed

and approved by Dallas,

A
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X1V,

Authority has selected Byron Tinsley of Orange, Texas, as at=-
torney to perform legal work in connection with this Project, . A separate
contract beéween the Av.'xtbority and said attorney, bearing even date .
herewith, is hereby conkirmed and approved by Dallas,

XV.

Inasmuch as the Authority has already selected and appointed wa
General Manager for the Sabine River Authority of Texas, it is agreed
that such Manager will also serve as General Manager of the Iron Bridge
Division of the said Sabine River Authority of Texas. In the event such
position of General Manager should become vacant for az;y cause Yhatso-
ever, the Authority will appoint a suitable person to p~erform tt:at service,
The Authority has defined the duties of the General Manager to be per-
formed by him in conpection with the lanld acquisition and ’:onstruction
phase of this Project and if additional duties are assigned to him or such
duties are modified, then the same will be evidenced by a resolution of

| the Board of the Authority. |

' XVL
’ For the land acquisition and construption. phase of this Project,
Authority shall yreéare and submit to Dallas for its approval a mode of

procedure, listing personnel, proposed salaries and other financial re-~

quirements for engineering services and land acquisition, The financial

* requirements for personnel, cverhead, salaries, engineering expense
and land acquisition shall set out a time schedule, which shall be divided
into three phases, viz:

(a) Proposed expenditures that will ba neceesary up until
the time of the awarding of the construction contract for the
erection of the dam;

{b} Schedul;: of financial needs for the above purposes
following the time after the contract for the construction of

the dam is let; and

-6~ 4
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. '(c) Any contracts or expenditures not otherwise provided
for .elsewhere {n this contract or under (a) and/or (b) above
and same will be subject to the approval of Dallas,

XviL,

The acquisition of land, rights-of-way, road and utility reloca-

. tions and/or flowage easements for the Project of necessity must be the

primary responsibility of Authority. To facilitate the land acqulaiti.oz.x
program, Dallas reserves the right, at its option, to have the City At-
torney provide one of his assistants, or otherwise, who will cooperate
with the attorneys who shall be selected by the Authori'ty for the land
acquisition program, The compensation for such attorney ehall be paid
by the Aathority as a part of the land acquisition costs, provided, how-
ever, that if only part of his time is taken up with this service, then
only such part thereof will be charged as may be properly apportioned

thereto, Before any land or easements are acquire&, they shall first

" be appraised by competent appraisers selected by Authority, the

compensation to be approved by Dallas, All lists of appraisals shall be
submitted to Dallas for comments and suggestions and after such com-
ments and sugge'ations shall have been considered by Authority and -
reconciled, Authority wi'll undertake to acquire such properties within
the appraisal figure in each instance, I condemnation proceedings

are necessary the figure finally fixed by the Courts shall be effective

as to that property, Property to be acquired, other than through con-

demnatioi. must be within the appratsal limits unless Dallas ghall ap-
prove tho payment of & figure higher than th; appraised figure, Dallas
shall have the right to review any proposed condemnation proceedings
prior to their filing. Approval or disapproval by Dallas shall not be
unreasonably withheld, 4
XVIIL

Prior to advertising any phase of the construction program, all

plans in connection therewith prepared by the eng.ineera shall be sub-~

mitted to and approved by the duly authorized repre sentatives of Dallas.
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All construction work of any kind whatsoever, and includix;g clearing
and grubbing of certain portions of the reservoir area, shall be done only
afte_r such work has been Aduly advertised, as requirea by law, and after
sealed bids have been received, opened and read at such place as shall be
agreed upon between Authority and Dallas, Construction contracts shall be
awarded by the Authority to the lowest and best bidder on the ‘several phases
of céhstruction and approved by the City Council of Dallas, Following the
award, a formal contract will be duly executed between the Authé:rity and the
successful bidder, and the form of such contract shall be approved by Dallas,

The plan and supporting budget shall include the cost of relocation
of all roads, power lines, telephone lines, pipe lines, cemeteries and other
uti.ﬁty adjustments within the legal liability of the Authority, and shall be.
subject to the approval of Dallas,

In or.der to properly and expeditiously conduct the direction of said
Project, the Authority shall establish an office at Greenville, Texas, and

sub-offices, if necessary, at such place or places as may be deemed neces-

sary, and maintain said office or offices until the construction program has

been completed and acquisition of all lands has been consummated, Authority ’
sl;all provide office space for repres'entatives of Dallas, such as the City
Auditor, City Attorney and Water Department, Authority shall prepare an
operatioﬁa.l plan and budget for this office, which plan and budget shall be
subject to approval by Dallas, The salaries and necessary traveling expense .
of the representatives of the City Auditor, City Attorney and Water Depart-
ment shall be chargeable as part of the cost of the Project and if any of the
above serve only part time on this Project, then their salaries shall be
properly apportioned as the case may be, After the Project becomes opera~
tional, the Authority will maintain an office at a location to be agreed upon

by the parties and the expense thereof will be determined in accordance with

Section XX hereof,

TEMPORARY AND PERMANENT FINANCING
DURING CONSTRUCTION PHASE

XixX,

(A) To facilitate the sarly acquisition of land necessary for the dam




i
. ] site and to make possible the pa}ment of engiheering expenses incurred

1
by Authority and the payment of other expenses incident to setting up

offi.ces, abtaining pers;mnel and Phlated 1'téms. Dallas will advance to
Authority out of its waterworks and sewer revenues such money as will
—_— _ .' " be needed for item {a) of Section XVI, in accordance with the procedures
. prescribed in Section XVI, Dallas reserves the option, if it has funds
available and if it so elects, to advance to Authority out of its waterworks .
and sewer revenues additional money to be utilized for purposes sst forth
in items {b) and {c) or for either of said items of Section XVI. Dallag,
however, reserves the f\.xrther right and option to: .. ‘
" (a) Fund the amount of such advancee if it igsuee its

own revenue bonds for permanent financing of the improvements,
K or

{b) Request and requir;'e the Authority to fund the amount

thus advanced if the Authority does the permanent ﬁnancing;

(B} Under the present law, the Authority is authorized to issue revenue

sy e e

bonds for the Project covered by this contract, and the qualified voters
- . of Dallas did, on January 31, 1956, authorize Dallas to enter into this
contract, In the event the next Legislature should enact necessary legis-

lation prior to April 1, 1957, which. would authorize Dallas to issue and

[

sell its own revenue bonds or any other means of financing is provided,

+ to defray the cost of the Project, then the funds obtained through such

. sale or financing will be paid out as needed to the Authority, to finance
legal commitments, such as contracts, land acquisition and other legitimate

expenses in connection therewith ae provided in this contract,

y {C) In the event no legislation is enacted by the 1957 Legislature by

-

—_— April 1, 1957, authorizing Dallas to issus its own revenue bonds, then
Dallas will requast the Authority to proceed with the issuance and sale

of its revenue bonds to finance the Project upon such terms and condi-

tions as may be written in the bond indenture,
In the event legislation is enacted by the 1957 Legislature, author-

. fzing Dallas to issue its own revenue bonds, Dallas nonetheless shall have
Dallas' PHC Doc.-103
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the right to r!é&.;t;e;& Authority 't‘é ‘ﬁi‘oceed With the {ssuance and sals of
its.revenue bonds ‘tB finance the L’i'oject upon such terms and conditions

as may be written in the bond indenture,

(D} In the event the Authority issues its revenue bonds for the financing

of the Project, Dallas will accumalate the amount of money required to

make the payments to meet the requirements of the maturing bonds and

interest which sald funds shall remain in the hande of the City Treasurer

snd Dallas reserves the right to make such payments direct to the paying
agent or agents in sufficient ti‘me for such funds ta be available and in

the hands of the agent or agents when such maturing bonds and/or maturing
intgrest coupons are presented for pé.ymem on due date, Dallas reserves
the right to set up any fund or reserve for coverage of such bonds, but
such fund or reserve will remain under the control and custody of Dallas,
1t ie, however, expressly understood tl;at Dallas shall not be required

to set up such fund or reserve for coverage unless it elects to do s0 -

and shall have the right to determine the amount thereof if it elects to set
up a fund or reserve,

(E) The proceeds from the issuance and sale of the revenus bonds of
the Authority will be deposited in such institution or institutions as the law
authorizes and as prescribed in the indenturs. .The Authority will cause
the investment to be made of said funds temporarily not needed to i1l its
commitmente for land purchase or in the construction program upon the
request of Dallas, and such investments shall be made in securities
authorized by the law applicable to the Authority, No investment of such
const'ruction funds will be made until they shall have been approved by
Dallas, '?he interest resulting from such investments shall be credited
to the corpus of the bond proceeds becoming a part of the construction
fund, Money remaining in the construction fund after completion of the
Project shall be credited to the sinking fund as may be provided in the
indenture. Before Authority finally executes the indenture it must first
have heen approved by Dallas,

(F) In the event any lands or property acquired for the Pxoject are

sold or temporarily leased or rented, any revenue derived therefrom




or from the sale of any improvements located on said lands or from the
.~ . sale of any timber, crops or from any other source whatsoever, ghall

be credited to the construction fund and utilized for said purpose and if

not needed, then to the sinking fund,
. . (G) For the convenience of the construction phase of this contract,
' ) regardless of whether Authority or Dallas {ssues the bonds necessary
for the financing of t.he Project, sufficient funds will be made available
L 2t a depository or depositories convenient to the Project to be selected by

the Authority and approved by Dallas,

2
L

(1) Every authorized expenditure of funds advanced by Dallas, or

A
B

from proceeds from bonds issued shall constitute a commitment and

encumbrance against said funds, Payments out of said funds shall be

ru Gy tnd - e

made on vouchers and warrants or checks duly drawn and signed by

: ) the proper officers or agents of the Authority designated by a resolution,

*
¥

All vouthers supporting expenditures of said funds shall be preaudited by

s e s .

the City Auditor or his authorized representative prior to the drawing of

i warrants or checks for payment, provided the City Auditor or his authorized

representative is available at the office of the Authority in Greenville,

- o Texas, or at the Project during all regular business hours for fhis purpose,

PR,

In the event the City Auditor or his authorized representative is not
pregent in the office of the Authority in Greenville, Texas, or at the Pro-

ject during all regular business hours, warrants and checks may be issued

sem——_ 2

~without such preaudit,

v : The depository or depositories where any of the funds are deposited
will be furnished the names of the officers or agents of the Authority whose

names will be required to appear on said warrants or checks calling for

. ; payment of these funds. This provision of this contract shall likewise
R become part of the contract between the Authority and such depository or
depositories, “

All officers or agents of the Authority who will be charged with the
writing and/or signing of vouchers, warrants or checks will be under

faithful pexformance and Fidelity Bonds acceptable to Dallas.

- 1 _
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{1 The Authority will furnish a copy of its annual audit of this Project
to Dallas and Dallas reserves the right to audit annuélly. in conformity
with its Charter anc_i laws applicable to the Authority, any and all ex-
penditures made for this Project, and financed through the fssuance and
sale of the bonds by the Authority, In order to prevent duplication of

auditing exponse, the parties may agree uécm an auditor to perform this

service,
{J) All obligations of Dallas under this contract shall be payable out
of the waterworks and sewer system revenues of Dallas and shall not con=
stitute any obligation agalnst its taxing powes, )

{K) The Authority agrees that if it is requested to i‘ssue and sell its

" revenue bonds to finance the Project, that no sale of revenue bonds for

-

this purpose will be made save and except upon sealed bids to be publicly

opened and award made to the lowest and beat bidder, No fees or charges

- or any kind will be charged to the Project cost in connection with the sale

of such revenue bonds without the consent of Dallas,

PROCEDURE WHEN PROJECT BECOMES OPERATIONAL

XX,

On or before the 30th day prior to the date on whic!; the Project
is to be operated by Authority, it shall file with Dallas a proposed budget
foxr the remainder of the then talendar year or the balance of the fiscal
year of Dallas, Within fifteen (15) days after receiving the proposed
budget, Dallas will file with the Authority its approval, exceptions or
changes to said proposed budget, as the case may be, Unless Authority
accedos to the suggesated changes and the exceptlions, a conference shall
be held within ten (10} days thereafter at a place to be agreed upon between
authorized representatives of the Authority and authorized representativea
of Dallas to reconcile dit‘}erenc;es. Dallas will appropriate sufficient funds
for the first operating budget, either for the balance of the calendar year
or the balance of the fiscal year of Dallas, as the c‘ase may be, and there~

after the annual budget will be provided and determined in the same manner




. above stated, The Authority shall submit its estimate of operating and
maintenance cost by July 1st of each year thereafter so that the City

Manager may include the necessary funds in the annual budget which must

be submitted to the City Council by August 15th, which budget when ap-
proved shall provide funds for its fiscal year beginning October lst and
ending Septembar 30th next,

The budget thus finally approved shall be effective for the period
- 0 . for which it will be intended, if during the effective period of any approved

, budget, unscheduled expenditures become nece saar} because of damage

to the properties of the Project, or for other reasons which may be.termed .
by the Authority as calling for emergency expenditures, the budget may be
N ; amended upon concurrence between Dallas and the Authority and in the
eve;lt of disagreement the question in disagreement may be 'resolve.d ata
conference between the parties,

The parties hereto being cognizant of the following:

THat Dalias has the absolute obligation of paying 80% of the cost of

g

the operation and maintenance of the Project as reflected in the budget to '
- be effective under the terms of this section, ‘and that Authority has the

! absolute obligation of paying 20% of such cost of operation and maintenance
as reflected in the effective budget adopted under this section,

That the ability of Authority to pay its part of such expensge is
limited to the revenues it .will realize from the Project, and the necessity
-~ of making adequate p'rovision for the payment of maintenance and opera~
tion expenses so that the availability of money for such purpoeés w‘ill

not be dependent upon the net revenues to be earned by Authority, parties

stipulate:

.yt

{a) That the period of time remaining in the current
calendar year or fiscal year of Dallas, as the case may be

. in which the Project is to be placed in operation, shall be

considered a fractional calendar year or fiscal year, as
the case may be, and when said amount of operational and

maintenance cost is determined and agreed upon by the

Dallas' PHC Doc.-107
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by the parties.. Dallas will remit to the Authority the neces-
éary amount of money for the fractional part of the calendar
or fiscal year, as the case may be. Thereafter Dallas will

remit to the Authority quarterly an amount of money agreed

upon to pay the operational and mainte;nance cost, °

(b} The amount to be remitted by Dallas shall be credited
with any amount of money on deposit.in said maintenance and
operation fund which has been placed in said fund theretofore
by the Authority, or any unexpended advancement made by
Dallas,

{¢) That Authority is obligated to deposit in the opera-
tion and maintenance fund when received, all moneys realized .
from the sale or use of its 20% of the waters to be stored at
the Project, all net revenues received by Authority from recre-
ational uses of the reservoir and all other net revenues received
by the Authority Ibecause of its operation and maintenance of the
reservoir; provided, however, that when Authority shall have
deposited of said net revenues an amount equivalent to 20% of
the sum total of all maintenance and operational expenses as
reflected in the current effective budget, no additional de-
posits need be made by Authority for the c;.xrrent budget year.

.(d) Tﬁe funds budgeted for the maintenance and operatiox;
of the Project after it becomes operational shall be audited
annually by the Authority and a copy thereof furnished to Dallas,
ar;d Dallae reserves the right to make an independent audit,

{e} It is understood that the net revenues of the Authority
for a period of three years after completion of the Project may
be insufficient to meet its 20% of the maintenance and opera-
tional expense and in that event then Subsections (a} {b},(c} - ]
and (d} above shall be modified to the extent that Dallas will
pay the entire cost of mainténanca and operation, if necessary,
less such amounts of money that the Authority may have i, .. .~

-l*—
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avallable from the sale of water, recreational facilities or
ito’m what.eve:‘ other source or sources frcm the operation of
the Project, I at the ‘end of the three-year period the income
of the Authori.ty is still Insufficient to pay its 20% of the operation
and malntenaﬁce cost, then the Authority and Dallas will re-
view the method of fix;ancing the operation and maintenance
of the Project and determine a proper division of such cost,
which shall be operative until the Authority will have sufficient
revenues to meet its 20% of the operation and maintenance cost,
and at that time the provisions of Section XX, Subsections (a),
(b}, (c) and (d) shall become operative and the procedures set
forth therein will be followed,

For further clarification of the obligations of the parties
to this contract, the following shall govern:

OPERATION AND MAINTENANCE

Under 'the terms of the contract between the Authority and
Dallas, Dallas will be obligated to pay the costs of operation and
maintenance. When the Authority starts receiving revenues
from the sale of its sharg of water o;- from revenues from
recreational facilities, it will be obligated to pay up to 20% of
operation and maintenance costs,

In order to establish by definition just what operation and
maintenance costs shall be borne by Dallas (and the Authority,
after revenues are forthcoming) the following points are. es-
tablished):

OPERATIONS

I. Operating costs are actual costs of administrative and
-operational functions. including personne! and equipment, re-
pairs to boildings, etc., of the Authority, which apply solely
to yveservoir operation required to supply Dallas with its B0%

of the water,

- 15 .



. 2, Authority revenues from recreational features will be
net revenues (after deducting cost of operations and main-
tenance chargeable solely to Authority).

3. Coste of roads, fences, repairs to buildings, etc., which

may be required at Dallas Pumping Station but which is performed
by the Authority, will be chargeable 100% to Dallas,

4. In case of dual capacity persennel, equipment or facilities,
pro-rated costs will be established by mutual agreement,

MAINTENANCE

1. Maintenance costs will apply, insofar as Dallas is con-

ORI

_ ecerned, only to buildings, structures, equipment, roads,

fences, etc, actually required by the Authority to supply Dallas

P
3

with ifs 80% share of water,
e ) 2, Maintenance requirements related to recreation, patrolling,
etc,, will be chargeable solely to the Authority and will be de-

ducted prior to determining the Authority's net revenues,

. 1 . Lo 3. Maintenance functions at the Dallas Pumping Plant, in-
. , . o cluding roads and fences leading thereto, which the Authority
- 7 ' may be required to perform for Dallas will be chargeable 100%
to Dallas,
i In the event of dual purpose maintenance equipment and
t personnel, pro-'rated costs will be established by mutu;l
" agreement.
Any tax or charge hereafter lawfully levied by the State of Texas or
any other authorized taxing agency for the impoundment and storage of
water shall be deemed to be an eperation expense to be shared ratably

as provided in this section,

—

— XXL
While this contract is in effect, at any time when Authority shall

be fully current in its obligations to provide for the payment of 20% of

. the maintenance and operation expenses of the Project as set forth in

Section XX, all moneys received by Authority from the Project shall be

-1b -
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the property of the Authority and may be used by it for any lav;rful purpose,

including the further development of the Sabine River and ite tributaries,

- Any money which Authority may have received because of the sale or

surplus water belonging to Dallas ehall not be considered as the property
of Authority but shall be re.fnitted to Dallas promptly, less any special
'expenses im.:urred by Authority in connection ;uith such sale, as provided
in Section VIII above,

XX1L,

When all of the bonds, whether izssued by the Authority or Dallas,

have been fully paid, the only obligations of the parties will be confined to

the payment of 80% by Dallas and 20% by the Authority for the cost of
maintenance and operation, Authority will continue to own and operate
the Project, In the event of the necessity for major reconstruction or re-
pairs the money therefor sh;ll be provided by the parties likewise on the
basis of 80% by Dallas and 20% by the Authority, as provided in Section
XX of this contract, ' |

Both parties hereto shall have rights and interests in the Praoject
which shall constitute insurable interests to protect adequately both
parties from any insurable loss, After payment has been me;de for the
Project as provided in this-section, the provisions of Section X-x 'a'a .t:x
preparation of budget, approval of budget, and as fo maintenance and
operations shall remain effective,

XX,
It is agreed by and between the parties that the estimated cost

of this Project is approximately $20, 000, 000, 00.

XXiv
It is expressly understood by and between the parties that the pro-
visions of this contract are subject to applicable provisions of the Con-
stitution, laws of the State of Texas, and the Charter of the City of Dallas,
and any amendment thereof which shall not have the effect of violating or

volding any obligations under the contract,

- 17 -
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_ The foregoing eighteen éé'ges. including this page, represent the
entire agreement l?efween the authority and Dallas with reference to the

subject matter covered by ibis agreement, but may be supplemented as

provided for in Section XII above,
cos D ame

THIS AGREEMENT is executed in octuplicate this the Zf 7,<day of

.ZH . A, D, 1956,
A;%EST: SABINE RIVER AUTHORITY OF TEXAS
% Zﬂ /§ QAI—CAL tr—~/ Q;
Presidgnt
APPROVED AS TO FORM: APPROVED:

oo 7Tl WNM

Genéral Counsel of Sabine River General Minager
Authority of Texas

ATTEST: ' CITY OF DALLAS

tocor I Ot w Ll £ O
arold G, Shank, City Secretary Erg'i”n/E. Crull, City Manager

COUNTERSIGNED: » , APPROVED AS TO FORM:

/W/W

H. P. Kucera, City Attorney

-la-
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APPROPRIATE PUBLIC WATERS
OF THE
STATE OF TEXAS

No, 1792

WHEREAS, the SABINE RIVER AUTHORITY OF TEXAS, whoee address is P. 0. Box 569,
Orange, Texas, on the 12th day of September, 1955, filed with the Board of Waler Engi-
neers of the State of Texas Application No. 1933 for a permit to appropriate annually
WBSESacre Feet and impound 926,000 acre feet of the public waters of the State of
Texag; and

WHEREAS, on the lith dey of November, 1955, after due notice the Board of Water
Engineers held a public hearing at its office in Austin, Texes, as prescribed by iaw,
and after hearing end considering sll the evidence effecting sald application took the
seme under sdvisement and continued the hearing from day to day, and cn the 16th day
of December, 1955 did grant said Application No. 1933.

ROW, THEREFORE, THE BOARD OF WATER ENGINEERS OF THE STATE OF TEXAS DOES BY
. THESE PRESENTS GRANT THIS PERMIT unto the sald Sablne River Authority of Texas to
appropriate, divert and use certain public waters of the State, to consist of the
storm end flood vaters of the Sabine River, mm@@wfzw aoreifeet. ol watég
seppaniusas el lows s’

: isk;éoose-&umrfm-: of: Nateriforthe spurpose ~of: punieipal usey
23,075-scre-feet-of water:for-the-purpose -of - industrial usey

. 23,075 sererfeet-0f s yater: for, the purpese of .irrigation, &
m@hmmmﬁﬁtsmfmwtmi&nmed ,ror,tne-*enumeratedm.
m&- WIED
o The lands authorized to be irrigated shall nct exceed 12,000 acres of land
lying within the boundaries of the Sabine River Authority of Texas &s described and
delineated heretofore by the State Board of Water Engineers; provided, however, that
before the permittee shall divert and use any water for irrigation purposes, it shall
.file with this Board a stetement fully explalning the proposed project and a map com-

. plying substentially with Board Rules 225.2, 225.3 and 225.% (1955 Revision) and cbtain

Board approval thereof. No land shall be considered es lying within the area authcrized
to be irrigated by this permit until the foregoing has been fully setisfied. The :
amount of water for irrigation which the said permittee may divert and appropriate

;. in any one year shall not exceed two {2) acre feet of water for each acre of land
.actually irrigated,

affheawaterbereinsauthorizad Lo dendiverbed by the Peimittée Tor Hunicipal amd
eptrial. purposes.may. beitrausported sbeyond’ the-boundaries of the Sabine River- waters.
sBEREfer benedicial use vutslder of saidiboundaries. - A-portion of such trans-watcrshed e
digersion-isscontinp latet by wirdus of it oepiractiberetofore executed ;hetveen, the - perss;
ke sond spbe Clty of Dollag:

To store the water to be appropriated, the permittee is authorized to construct
and, before acquiring any right to divert water hereunder, shall ccnstruct an un-chanrel

- dam with-its outlet located at & point which bears S. 63° 47 4s"™ B867.8 feet fron the

most Westerly corner of the J. Terry Survey, Abstract No. 852, in Van Zandt County,
Texas, distant In a Northeasterly direction from Wills Point, Texss, nine miles, and
tmpound in the reservoir thereby created §26,000 acre feet of‘ wvater, such dam beling
more fully described in the plans filed by the permittee with the applicatiocn, tc
vhich reference is made for all purposes.

Lhe perstttee shall-store only storm’ &nd flocd weters of "pald trdam, &ubJeth
toadl the rights of prior appropriastors and-lewful diverters below. Whenover the
Beerd finds -that-the permittee:is storing eny weter cther than flood water, or anys
fiood ‘'wvaters ‘“toiwhich downstrean appropriators and lawful diverters are entitled, tieE:
permittee shallerelense same fo-said appreopriators or lewful diverters.on.the order®.
Sfchhe:Boar¢. By accepting this permit, pemittefa agrees to abide by and cooply with



any such order of the Board without delsy. Fallure to comply with any such
constitute grounds for forfeiture and cancellstion, v order shall

The permittee shall conmstruct a sluiceway in said dam, at the low

the chennel of the stream, having an opening o¥ not: less thz;.n ko squaree?‘:egomt o
with & regulating gate or gates for the purpose of permitting the free rassage of the
normal flow through the dam st all times, and the passage of those flood waters to
vhich lower appropriators may be entitled. ’

and equippe:

The permittee is authorized to install a punp statlon at a point vhich besn
K. 68° 15' 20" T079.4 feet from the Southeast cormer of the W. K. Revier Surv:: li.i
Hunt County, Texes, for the purpose of diverting the water to the place of intended
use. Before the permittee shall establish other diversion points, it shall present
to this Board the plans and specifications of the same and obtain Board approval.

[,

( Al construction work shall be done in accordance with the plans approved by
a ' this Board end any changes or alterations made in said plans ghall be filed with the
+ Board and its approval obtained before construction. :

The permittee shall install a measuring device at each diversion point which
wvill accurately record the amount of water diverted. Each measuring device and its
installation shall be approved by the Board. The permittee will also make daily deter-
minations of water surface elevations in the reservolr by means of & gage set to U. S.
Geological Survey or U. S. Coast and Geodetlc Survey datum, and the Board of Water
Engineers shall be furnished complete records of such determinations.

Y o Any surplus water shall be returned to the stream mt the point and in the manner
shown on the plans filed by the permittee with:the application.

Construction of the works herein authorized shall be begun within two (2) years
from the date hereof and shall be prosecuted to completion with reasonsble diligence
unless otherwise ordered by the Board. Failure to begin such construction within such
time limitation shall cause this permit to lapse and be of no further force and effect
and will be forfelted forthwith unless an extension of time is spplied for by the per-
mittee within the sbove time limitation end granted by the Board. '

VWithin ten (10) days after beginning actusl construction of sald project, the
permittee shall file e statement with the Bomrd showing that such work was begun within
the time 1limit allowed end the extent of the work done, and shall file thereafter monthly
statements until final completion showing the progress of such construction.

- ' - This permit is granted with the reservation and upon the condition that the per-
. mittee will fully comply with the terms, conditions and provisions hereof which are
not in conflict with the laws of this State; by the acceptance of this permit, the per-
nittee agrees to be bound by such lawful terms, conditions and provisions. Failure on
- - the part of the permittee to comply with such terms, conditions and provisions will

subject this permit to forfeiture and cancellation, to which the permittee agrees by
acceptance of the permit. JBhespermitpewsishall expressly. boniply vith section (3)¥of
&xticle V.of-4he-Sabine River:Coapact -bysreleasing from storage its pro ratae share ot
Sabine River waters necessary:to provide .a-minimum flow at the Stateline of 36 cuble
Eeet:per secondi-wThe permittee shall-also fully comply with other applicable provisions:
of the ‘Sabine River Compact,-codified: ag Article 74661, Vernon's Civil Statutes of Texas,

\ and:any emerndments thereto. It is also expressly provided that the permittee, its suc-

: cesgors and assigns, and any beneficiary hereunder shall comply with all other laws and

all the rules, regulations and orders of the Board of Water Engineers formulated by it
. Jpurgusnt to lav.

, + Given under the hand and seal of the Board of Water Engineers of the State of
y ,” Texas, thisg the 20th day of December, 1953.

. -
"\ e . .-

: e BOARD /o;?\ ENGINEERS
. ) ) ] [

R. M. Dlxon, Chairman '

-
1
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July 18, 1955

WHEREAS, heretofors on June 1, 1953, the City Couneil &ppointed
a committe'e of citizens to be known as the Dallas Water Survey Committae
to study the lmg-nngo water mhlam of the City of Dallas, compoud ofs
W. G, Vollmer ) Chairman

Austin F, Allen « Vice Chairman

Frank I, Brinegar ~ Member

Roland L. Pelt « Member

W. W. Overton, Jr. - Member

-de Ln Latimer - Maember .
Jobhn E. Mitchell, Jy, - Member

Karl ¥, Hoefle = Member

WHEREAS the City Council Hkewise employed Forrest & Cotton as
Coaaulgng Engineers to make an eagineering study of posaibls sources
of water for the City of Dallas from a long-range standpoint and the
feasibility of dovelopment of such sources, which said Consultants have
worked with sald Dallas Water Survey Committes, and

WHEREAS vn'ious. sites have baen studied by said Engineers and
Committee and as a possible source of water, the Iron Bridge Site on
the Sablge River received considerable study and conferences wero had
with ths Sabine River Authority of Texds which is charged with the re-
nmsi% under the 5tate law to develop saild water resources, and

WHEREAS the Coasulting Engineers, Forrest & Cotioa. have filed

- an Iterim Report addreased to the City Manager of the City of Dallas,

dated July 11, 1955, ia which they recommended that the City of Dallas
give firet priority to the possible development of the Iron Bridges Site as

& source of water for the City of Dallas and recommonded that the City of

Dallag enter into some coatractual relationship with the Sabine River

Authority of Texas with reference to said projact, and
 WHEREAS &8 & result of numerous conferences with the officials
and directors of the Sabine River Authority of Texas and the Consulting

Engineers and from Porsonal inspections of the Iron Bridgoe Site, the



. A Dallas Water Survey Committee {s now of the opiaion, as evidenced by
& lottor signed by the Committae membaers, dated July 12, 1955, ad-
drossed to Elgin K. Crull, City Manager of the City of Dallas, that the

-- . City of Dallag should execute the tendered contract by the Sabine River
' Authority of 'rm-. and )
. WHEREAS the City Council of the City of Dallas, after ltudying
¢ . ' ths proposal snd the results of the investigation and studies mads by
the Dullas Water Su_rv;y Committ'eo and the Consuliing Enginesrs, are
. . of the opinfon that futd proposed contract is satisfactory to the City of
Dalh;s and that it should be accepted and executed by the City of Dallas
'in' the best i.n;ternt of the future growth of the City of Dallas in ozrder to
. provida for the water needs in the not too distant futura of the City of
Dallne, NOW, THEREFORE,
BEIT liESOLVED BY THE CITY GOUNE;L OF THE CITY OF DALLAS:
. BECTION I, That the proposed contzact submitted herewith be-

tween the Sabine River Authority of Texas and the City of Dallas for the

srsction and development of a water reservoir at the Iron Bridge Site,

under the toerms of which the City orf Dallas will have perpctual ownership

-
©of eighty {80%) per cent of the water and the Sabine Rivar Authority of
.- . o 'rmc will have twenty (20%) per cent of the water st ite dispogal, the
method of financing to be according to a plan agreeable.to the City of
Dallas, and under which proposed contract the City of Dallas will defray
N .. . the entire cost of the comstruction of the dam and tha acquisition of neces~

sary lands therefor, and which said propesed contract provides that

such necossary supplemental agreaments will be executed between the
parties &8 the time and occasion arise thercfor, be a.nd the same {s

h;raby appr‘ovcd and the City Manager, Elgin E. Crull, is hercby authorized

" to exscute the same on behalf of the City of Dallas and the City Secretary,

Harold Q. Shank, is hersby directed to attest the same under the seal of
* - the City of Dallss,
S8ECTION 2. That the City Secretary is hereby dirscted to spread

on the Minutes of the City Council the letter of transmittal, dated July 9.
1s' PHC Doc.-116
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1958, addressed to the Hmnblo Mayor and the City Cozm.cn of the
City of Dallas, signed by Jobn W. Simmons, President of the Sabine
River Authority of Texas, in which sald letter the President of the

Authority advises the City Council that on July 8, 1955, the Board of

Directors officially approved the said proposed agresment between the

City of Dallas and the Sabine River Authority of Texas with reference to
the construction and syection of a reservoir at the Iron Bridge Site,

the contract itself; likewise the official Resolution No. 25 adopted by |
the Board of Directors of the SabineRivar Authority of Texas, approving

said proposed contract. and the latter dated July 12, 1955, sddressed to

© Elgin E, Crall, City Manager, glving a report and recommendation of

the Dallas Water Survey Committee, of which W. G. Vollmer {s Chair-
main, !n which letter they recomumend approval by the City of Dallas of
the proposed contract, togethisr with the above mentioned documents
wore transmitted to thc City Council.

That these documents above mentioned shall become official
records of the City of Dallag and copies of these instruments, togethar
with the minutes shall be preserved as permanent records of the City
of Dallas, '

That the Intoﬁm Report of Forrest & Cotton, Consulting Engineer,
dated July 11, 1955, addressed tc the City of Dallas, its Water Committes

~ and the City Manager, giving & report of the studies made by eald Con-

sulting Engineers and thaly recommendation that the City of Dallas give
No. 1 priority to the construction of the Iron Bridge Site as a source of
water for the City of Dallas in the future and its surrounding ares, be

ordered filed and made an official record of the City of Dullas and

- securely kept for that purpose.

BECTION 3. That this Resclution shall take effect fromn and after

fts passage as in the Charter in such cases is made and provuid&\)" ﬂ
AR

I'd A~

A A
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THE STATE OF TEXAS )

COUNTY OF DALLAS )

This FIAST SUPPLEMENT AL MEMORANDUM OF AGRELMENT

ssade thio day by and between SADINA RIVER AUTHORITY OF TEXAS, a

1
_goveromental agency of the State of Texas, acting by and through its duly

suthorized Fresident of the Board of Directors, snd its General Manager
and a;teoted by the Secretary of its Board of Dircctors, hevainafter re«
ferrved to as “Authority", sud the CITY OF DALLAS, TEXAS, amanicipal
corporation of the State of Texas, actiag by and throdgh Its daly astherized
City Manager and attested by the City Secretary, hezalnafter referred (o as
¥ Dallas™, £‘or tha purpose of constructing that cartain dam &nd recarvolr -
kanown &s fron Bridge, located between Raine and Van Zaundt Counties on
the. fabine River and embracing lands within Rains, Van Zandt acd Huat
Co;u{an

" WITWESSETH: !

';&;thority and Dallas do hereby mutuslly azree thats
1. |
fxcept a5 armendad by the terms sad condltions hereo!, the
MEMORANDUM DE; AGRELEMENT Merstofore exccoted betwenn Autnaority
aad [allas on the léth day of de. 1956, hersinafter refarred to a» the
“QOriginal Memorandum”, shall remain in full forcs and efiect, but in the
eveat of any coallict cxpressed oy implied, the terms hereof ¢hall govern,
IL
Section XV of the Original Memorandum is hereby rescinded,
The “Project (s& deofined in s2id Original Momorandum) wﬁh all appurten~
ant {nstallation: (but excluding " Dallas-owned Facilities" as defiued in
said Original Memeraandum) con.titctes the tron Bridge Otvision of the
cablne River authority of Texae, Full authority in the managem ent and
operation of aald Iron Bridge Divi-lan of the Sabine River Authority in ’

both the construction end’ operational phases i recognired ae a function of

L

——
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the Board of Divectors of the Sabine River Authority of Ton't scting
through its General Manager pursuint to statutery authority and subject
only to its orﬁun.

. uL
A;ﬁoruy shall prociid {n accordance with the law at ite dis~
eretion, to lssue, asll and deliver the initial $5, 000, 60O, 00 of revenus

bonda, the proceeds of which ehall ba used for the acquisitions of lands,

. flowage rights, construction ef the dam splllway, outlet works asd sll

otﬁei cost incidental to the leguanee and sals of the 'boude. engineering
{osc as par contract, and reasonable lagsl and fiscal foes, which will bo
approvad by both partiss, The revenue bonds hercinabove mnx;on;d
shall be pablicly advertised for sals and shall be eold upon sealed bids
to be publicly opened and ;war&od to the lowest and best responsible
bidders, Disbursement of such funds shall be made in accordance with
the Original Memorandum herstofore enterad into between the parties
herste, |
- IV, ‘
| The roveaus bcadl shan be tesued and sald in accordance with a

trust indenturs to be prapared hy Bond Counsel retained by the Authority,
- - L S

-~ >

the terma and conditions thereof to ba determinad at the tinte said Bond

Indenture {s approved by the Authority and Dallas, f{ewmr.' it ts

" anderstoad that sald Boad ladestere will include such terms as will make

such bondu attractive and salable and be sold at tho best rate of inferast
porsitle,
V.
Dallac will then provide by any legal muh;d of {inancing the anext
$18%, 0049, 000,00, or so m&k therveo!f up to that amount if $18, 000, 000, 00
§s not naeded, and make such funds available to the Authority as provided

{for in the Original Memorandom, -

[USURR———.
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Is the event the inital issue of $8, 000, 600, 00 l'ay the Authorizy and
the $15, 640, 000, 00 ﬂamcud by Dallas ts mot sufficient to finish the Projeck.
then the Anlho:ity will hsn snd sell whatever balance of revenue boads that
may be necessary to fisish and complate the Project and maks it operative.

‘ - Y v

Itis oxpr-ufy udon;-!ood that the provisfons of this First Fupple~
mental Memorandum of Agreement are subject to applicable prwi-léuo of
tha Cou:titnﬂon end 1aws of the State of Texes, and the Charter of Dallas
and any ameadment thoresf which shall not havae the effect of violating or
volding say oblgations hersundar, |

’ vitl.
- I mddition to this First Supplamental &i?mermdm of Agreement,
3:: ts yecognized that other and further supplemental sgreements may be necese
sary from time to time, which, of course, must b; within the perimeter of
the law creating Authorily, and laws amendatory thereof, ead within ;be legal
powars of Dallas, Any such other and further supplemental agreemments will

be subject to negotintion betwaea Authority and Dallas,
d \ THIS FIRST SUPPLEMENTAL MEMORANDUM OF AGREEM ENT
¢

i#d tn actaplicate this the y¥4day of MARCH- A. D, 1957,
BABINK RIVER AUTHORITY OF T£XAS

By /z///) AT AN IRy ‘.'"‘v

7

o

a
|
)

President

ISacrct.a:y ﬂ

|

{APPRGYED AS TO FORM!

L/&.gm, A ity

Geszral Counsel of Sabide River CITY OF DALLAS
i Authority of Texas

. By /7 ) 2 @‘!Jj
ATTEST: ! City Kanagor

|
; Mﬁw COUNT ERSIGNED:
lcuy becretary é‘

APPROVLD AS TO FORM: City aagltor 17/
e
City Attorney
i
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APPLICANT

ESTAN ZB 4 46' ﬂg‘dj&o@
;.XHIB.YTNO. 7 ?“/ T

UPPER NECHES RIVER MUNICIPAL WATER AUTHORITY - ?e/éjy

CITY OF DALLAS, TEXAS

WATER SUPPLY AND STORAGE CONTRACT

THIS AGREEMENT made and entered into as of the 2§
day of February, 1972, between UPPER NECHES RIVER MUNICIPAL
WATER AUTHORITY (the “Authority"), a conservation discrict anc
political subdivision of the State of Texas, and the CITY OF
DALLAS, a municipal corporation of the County of Dallas, Stat«
of Texas (che "City"), duly created and existing under the Cor

stitution and laws of the State of Texas and operating pursuar
to 1ts Home Rule Charter,

WITNESSETH::
WHEREAS, City desires to contract with Authority fo
a supply of raw water which may be made available by Authorit

from its reservoir known as Lake Palestine pursuant to the te
of this contract; and

WHEREAS, Cicy, acting through fts City Council, is
empowered to enter into the contractual arrangements herein s
forth and is vested with all necessary authority for the acco

plishment thereof under the Constitution and laws of the Stat
of Texas; and

WHEREAS, Authority is empowered to contract with
cizies for the purpoie of supplying and selling them water fo
all useful purposes permitted by law with such contracts to b

upon such terms and conditions and for such time as che parti
may agree; and

WHEREAS, City recognizes that the State of Texas,
through its agent, the Texas Water Levelopment Board, possess
certain interests in the conservation storage space of Lake
Palestine and certain interests in the Authoricy's permit aut
izing rhe diversion and appropriation of public water cherein
impounded, which interests must be repossessed by Authority i
order that ic may fulfill its commitments hereunder; and

WHEREAS, City further recognizes that the Authority
resclution authorizing fts Combinatiocn Tax and Revenue Bonds,
Serfies 1960 ("Serfes 1960 Bonds'), now outstanding in the pri
cipal sum of $1,530,000, pledges net revenues growing out of
the ownership and operation of the Authority's faciliries, st
as the revenues which are to be derived pursuant to this con-
tract, for payment of said Series 1960 Bonds, and that it is
therefore necessary and appropriate that suicvable provisions
made in this contract to satisfy these obligations as well a
those herein otherwise expressly incurved, including especia
those with respect to the security and payment of the bonﬁS‘
are to bes issued by Authority ("Series 1972 Revenue Bonds') .

the purpose of providing Cicy the water which it is contract
for under the terms hereof; and
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WHEREAS, the parties consider that it will
their mutual benefits and advantages to contract in
with.the provisions hereof;

NOW, THEREFORE, AND IN CONSIDERATION of ctb
covenants and undertakings herein set forth, the pax
hereby agree and bind themselves as follows:

SECTION 1: Quantity Of Raw Water Contract
execution of this contract and subject to its provis
agrees that City shall have the right to take annual
from Authority's Lake Palestine reservoir raw water
equal to approximately 53.73% of the amount calculat
annual dependable yield of the reservoir, which 15 §
mated at 114,337 acre-feet per annum, Of an average
102.07 million gallons of raw water per day. City:
that the delivery and taking of water as herein prot
subject to all limitations prescribed by Permit No.
amended, issued by the Texas Board of Water Enginea
Water Rights Commission) to the Upper Neches River @
Water Authority and to such limitations as may be p
by a contractual permit which Cicy will be required
from the Texas Water Rights Commission in connectio
diversion and appropriation of the water herein con
including permission for the trans-watershed divers

as required by the rules and regulations of the Tex
Rights Commission.

SECTION 2: Point Of Diversion - Faciliti
sion And Tranmsportation. It is understood that the
water to City herein contemplated is the sale of wa
in the Lake Palestine reservoir; that all facilicie
for the withdrawal and diversion of such water and
portation thereof as well as the operation and main
thereof are to be provided as the responsibilicy an
expense of City; and that the point of diversiom an
and specifications of all facilicties to be construc
purpose are to be approved by Authority as well as
VWater Rights Commission prior te any construction.
shall also have the right to approve the plans and
tions of any other facilities required by City whic
constructed on Authority's property. It is provide
that should Cicty desire that Authericy finance and
facilities for the withdrawal and diversion of City
under this contract or for the transportation there
beyond the Lake, the arrangements therefor shall be
of negotiations, and any mutually agrecable conclug
regard shall be ovidenced by written agraecments sef
aparc from those herein contalined.

SECTION 3: Land And Easements. Authorit
make available to City without cost such land as i
owned by Authority and to the extent reasonably rec
City for a suitable pump station location at the r¢
Further, Authority shall also grant City without et
of ingress and egress and such rights of way in, o
easements or property held by Authority for the pu
viding City's facilities herein anticipated and in
of all such facilicies and equipment as are reason

for City's operations in taking and traneporting §
Lake Palestine,
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SECTION 4: Contract Term - City's Rights At End
Of Term. This contract and the obligation of City to promptly
make all prescribed payments hereunder shall continue for the
period that any of Authoricy's Series 1972 Bonds supported by
payments herein provided are outstanding and unpaid. At the
end of said term and when all such Bonds and interest have bee
paid and discharged, Authority agrees that it will transfer,
convey and assign to City a continuing and perpetual right to
approximately 33.73% of the dependable raw water yield which
will be annually offered by Lake Palestine. It is clearly
understood that this provisicn for transfer of a portion of th
annual raw water yield of Lake Palestine will not carry with {
a transfer of or any interest in any of Authority's water im-
pounding or related facilities of a physical nature. At the e
of the initcial term of this contract as above provided, City
shall be obligated to continue its payment of the reasonable
cost of operating and maintaining the Authority's dam and rese
voir facilicies as provided in Section 6(b) hereof, and these
continuing obligacions shall be in force until such time as

these agreements may be modified pursuant to the provisions of
Section 13 hereof.

SECTION 5: Revenue Bonds. Upon execution of this
contract Authority will proceed under applicable law with the

issuance of its Series 1972 Revenue Bonds in total principal
amount arrived at as follows:

(a) That amount which will constitute proper
consideration, under the provisions of Section 11.356
of the Texas Water Code, for the repurchase by the
Authoricy of the conservation storage space of Lake
Palestine and interest in the Authority's water permit
now possessed by the Texas Water Development Board,
being approximately 53,737 of said storage space and a
like interest in said water permit.

(b) The amount of $500,000 for the purpose of
(1) providing the sum of $325,000 as a Contingency Fund
under the provisions of the resolution authorizing the
Series 1972 Revenue Bonds for such repairs, replacements
and betterments to the Lake Palestine reservoir proper-
ties, excluding intake structures, as the City's Directo
of Water Utilitiess may determine are necessary to assure
that the integrity of those properties will be maintaine
and (i1) providing cthe sum of $175,000 for expenses inci
dent to the authorizatlon, issuance and delivery of the
Series 1972 Revenue Bonds including, without limitation,
printing, finantial and legal. It is agreed that aay
balance remaining in the Contingency Fund at the time of
the maturity of the last maturing principal and interest
on the Bonds shall be applied thereto.

Said Series 1972 Revenue Bonds are to be issued on a parity
with the Series 1960 Bonds, and both series of Bonds and any
refunding bonds issued in liecu thereof are to be secured by
pledge of the income designated as a demand charge under thi
contract, all being on a parity as regards the pledge of sai
income. The Series 1372 Revenue Bonds and any refunding bon
issued in lieu thereof shall provide an option of redempticn
agreeable to the parties and Authority agrees thac ic will
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exercise the option of redeeming e{ther the Series

Bonds or the Series 1960 Bonds or both on any redem
requested by City provided City has made appropriat
ments for the amounts required for redemption purpo
time. By its approval and execution hereof, City a
that under the provisions hereof contractual arrang
result between Authority and the purchasers of the:
Revenue Bonds; that the demand charges constituting
the proceeds of this contract will be pledged by Au
support of all said Bonds; and that, accordingly, ¢
thereof shall possess a beneficial interest therein

SECTION 6: Payments By City To Authority
sideration of Authority's undertakings, City agrees
following payments:

(a) Demand Charge. Notwithstanding
or event which may result in the termination o
ment, City agrees that as a separate and indep
nant and so long as there remain outstanding a
Bonds referred to in Section 5 hereof City sha
Authority all amounts of principal and interes
to become due on said Bonds. Attached hereto
A" 1s a compilation of said interest and princ
ments pertaining to each of the two series of
Bonds involved, reflecting also the maturicy ¢
interest and principal. With regard to the S¢
Bonds, Authority will give Cicy credit on the
of interest falling due January 10, 1973 for i
by Authority as accrued interest to the date ¢
of the Bonds. As regards payments relative C¢
1960 Bonds, City shall be entitled to a credi
to $3,000 per month ($36,000 per year) comment
1972 and ending February, 1995 (which sum rep:
amount which will be derived as revenue incom
service and pledged to said Series 1960 Bonds
{ty's Water Supply Contract with the City of
Texas). Authority shall submit to City a sta
billing of all amounts required to pay each i
interest and principal with relation to each
series of Bonds including also the amount of
{ncident to each such payment, such as the fe
of the Paying Agents. Such starements ot bil
be issued 3o as to reach City atr least cventy
prior to each such payment date. Cilty agrees
remit to Authority amounts so billed within f
after receipt of cthe aforementioned statement
All provisions herecf regarding payment of th
Revenue Bonds and the Series 1360 Bonds shall
to any refunding bands issued in lieu of Bond
series. Payments of the demand charge hereir
shall be considered capital expenditures purs
authority granted under the provisions of Sec
Article 1581h, R.C.S. of Texas.

{b) Operation And Maintenance Charg
agrees to pay Authority the amounts required
for operactian and maintenance of the Lake Pa’
reservoivr properties. Operacion and mainten.
st herein contemplated shall include acrual
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general administration and operation of Authority's
reservoir properties which relate to the Lake Palestine
operations including maintenance of insurance, personnel,
equipment, ordinary repairs to buildings and equipment
which relate only to reservoir operations exclusive of
recreation. Should personnel or equipment be employed

in other capacities than those related to reservoir oper-
ation and maintenance, the costs shall be prorated by
mitual agreement. In the event taxes of any nature,
including use, sales or other taxes or assessments, be
imposed by the United States, the State of Texas, or any
political subdivision of the State of Texas, City agrees
thac same shall be considered as part of Authority's oper-
ation and maintenance charges. In calculacing payments
for annual reservoir operation and maintenance, City shall
be entitled to credit each year for the following:

(1) Those annual amounts derived from
payments received from the Cities of Tyler and
Palestine under their contracts with the Author-
ity which are allocated for operation and main- .
tenance expense of the reservoir;

(2) An amount equal to the earnings derived
by Authority from investments of a Contingency Fund

in the amount of $325,000 to be inicially escab-
lished from the proceeds of the sale of the Author-
icy's Series 1972 Revenue Bonds to be used solely

for extraordinary repairs, replacements and betrer-
ments to the reservoir;

(3) An amount equal to the earnings
derived by Authority from investments of the Reserve
Fund heretofore established ($470,000) in connection
wicth the combired three series of Authority's bonds,
to wit: the Series 1965 Bonds dated October 10, 1965;
the Series.1970 Bonds dated January 10, 1970: and
the Series 1971 Bonds dated April 10, 1971, or any
refunding bonds issued in lieu thereof.

A summary of the foregoing credits, identified as estimates
where appropriate, are shown on the instrument styled
"Schedule of Estimated Operation and Maintenance Credits"
and hereto attached as “Exhibit B". City shall not be
obligated for any part of the operacion and ratntenance of
any facilicies which are construcced especially for serving
ary of Authority's ocher customers, Authority agrees and
covenants that it will operace and maintain the reservolr
properties as economically as {s consistent with good oper-
ational practices., Operation and maintenance payments to
be made for the balance of Authority's 1971.1972 fiscal
year (ending September 30, 1972) shall be in the sum of
$7,500 per month, all such payments to be made on or before
the 10th day of each month commencing in April, 1972,

and ending in September, 1972, For theses initial paymencs
City will appropriate sufficient funds from those on hand
available for the purpose and unappropriated to any ather
purpose. On or before July 1, 1972, and on or before July
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of each year thereafter, Authority will submit ¢
budget containing the reservoir operation and m:
expense proposed for the succeeding fiscal year
a statement of the estimated credits to vwhich Ci
be entitled during such succeeding fiscal year.
£{freen (15) days after receipt thereof, Cicy wi
Authority of its approval or of any exceptions ¢
cions for change which it may consider mericorit
exceptions or suggested changes are submitted a1
able to Authority, they shall be incorporated i
prior to its adoption by Authority's Board of D.
City shall be so notified. On the other hand,
or suggested changes are submicted but are not
Authority, the parties shall arrange a meeting
within ten (10) days from Authority's indicatio
its disagreement. The exact time and place of
shall be agreed upon by the parties. It is und
suthority's fiscal year coincides with Ccity's (1
September 30) and that by virtue of the aforesa
City will be able to include in icts annual budg
wmitted to the City Council on or before August
year the funds necessary to make the monthly pa
provided for Authority's reservoir operation an
requirements during the ensuing fiscal year. A
intervals the Authority shall furnish to the Ci
of actual expenditures experienced for the quar
cal year to date. Should it appear that expens
run the approved budget, the Authority shall su
plemental budget and justification therefor, wh
mental budger shall be handled in the same manr
above provided for as regards the approval of t
budget. At the end of each fiscal year Authori
pute the actual operation and maintenance costs
during that year and shall give City eredit in
fiscal year for any payments made in excess of
Ccity shall pay Authority any deficit_xemaining
carion of the actual costs experienced during i
cal year. Authority agrees that during the tir
tract shall remain in force it will each year :
a copy of its annual audit report within twent;
its availabilicy. 1If, during any fiscal year,
expenditures become necessary in that year bec:
nary repairs, replacements and betterments to
tine reservoir properties exceed funds in the |
Fund of the Authority, the budget may be amend:
the additional requirements upon agreement of

on or before the lst day of October,
or before the lst day of each month thereafter
shall submit City a statement or billing of th
operation and maintenance expense tO be paid b
month. Such statement or billing shall reflec
(1/12th) of the net amount of reservoir operat
tenance expense budgeted for that current fisc

- accordance with the aforestated arrangements.

the 10th day of each month for which a stateme
{3 rendered, City shall forward Authority payn
amount therein presented. City agrees that al
under this subsection (b) shall be made cut of
and fncome of its combined warerworks and sani
system, charged thereto ss operating expense.
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SECTION 7: Arbitration.

Should the parties fatl ro

" agree upon any suggested budget changes under Section 6(b) herec

including those with relation to additional requirements occasic
by an inadequate Contingency Fund, each shall, within fifteen d:
chereafter appoint a reglstered professional engineer to act as
arbitrator of the question or questions so raised. Should the
two arbitrators so chosen fail to agree, they shall choose a thi
party who may or may not be a registered professional engineer t
act with them and render a decision upon the question or guestic
Their decision shall be made and communicated to the parties wit
fifreen days from the date of the appointment of the first two
arbitrators. The parties agree promptly to accept and exacute ¢
terms and conditlions of the decision. Should Authority fail to
choose an arbitrator as above within fifteen days, it shall adoﬁ
the budget changes suggested by City, and should City so fail,
Authority may proceed without regard to City's suggestions. It
provided, however, that during the arbitracion perfod City shall
pay all amounts which may be billed by Authority under a questic
operation and maintenance budget requirement with the understanc
that City shall be reimbursed for any amounts which arbitration
indicates as in excess of those which should have been billed.
the City is requested to pay a disproportionate share of the co:
of repairs, improvements or betterments as a result of arbitrati
then, and in that event, the Authority agrees to exercise all of
its rights against the other owners of water rights in the rese:
voir to make their proportionate payments,

SECTION 8: Force Majeure. Should the ability of the
Authority to comply with its obligations hereunder or City's abi
ity to take or use the water contracted to it hereunder be preve
impaired, curtailed or delayed by reason of fire, wind, storm,
strike, riot, civil commotion or act of God, ¢r any other simil:
cause or reason beyond the control of the parties, it is underst
and agreed that neither party shall be liable to the other for :
direct or consequential damages caused by, resulting from or att
utable to such inability. 1t is expressly provided, however, t!
the foregoing provisions shall not relieve City of its obligatic
to make payment of the charges provided under Section 6 hereof,
but that otherwise they are not intended as any impairment or w.
of any right or cause of action to which either party might law.
be entitled by reason of any loss or damage sustained by such p.
by veason of willful or intentional breach of a material provis:
of this agreement or a wrongful refusal on the part of the octhe:
party to perform its several obligations hereunder.

SECTION 9: Varranty. The parties hereto stipulate
that no representation or warranty has been made or undertaken
by Authority as to the exaect quancity or quality of water which
City may take and receive pursuant to this agreement or chac
same is suitable for any particular use intended by City, pro-
vided, however, Authoricy undertakes to use all reasonable mean
te avoid any decterioration in the qualicy of water which may be
ucilized by City hereunder which may resulc from direct acts of
Authority. Auchority's obligation to make water available unde
this agreemanc, both as to quancity and quality, is conditioned
only upen the smount of water which City is entitled to as repr
sented by the percent of the annual dependable yicld of the Lak
Palestine reservoir contracted to City, and City recognizes
Authority's obligazion teo others who have or may have water
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contracts with Authority and agrees that should all
water be required wnder condltions of drought or an
ditions which may make the available water supply 1
quate to supply City and all customers the amounts

enticrled to, the amount to be allowed each customer
according to the supply and their respective intere

SECTION 10: Water Measurement. City sha
cost {nstall such devices as are appropriate to mea
by means of recognized commercially acceptable mete
the quantity of water takem by City from Lake Pales
ity shall have access to such measuring equipment a
times for inspection and examination, but the readi
tion and adjustment thereof shall be done by employ
of Cicy. All readings and records of quantities of
by Cicy shall be entered upon proper books of recor
available to Authority upon request, and it shall p
inspecc the calibration of such equipment and make
ments as are found necessary to maintain the accura
Such inspection shall be made at such time as Authc
other regulatory agehcy having jurisdiction may rec
Authority, at its option, may have a representative
such times as the equipment is inspected, calibrate
1f upon any test the percentage of inaccuracy of ac

_equipment is found co be in excess of 2%, registrat

shall be corrected for a period of time extending t
when such inaccuracy began, 1f such time {s ascert:
such time ig not ascertainable, chen for a period «
one-half of the time elapsed since the date of the
tion but in no event further back than a period of
1€ for any reason any metering equipment is out of
of repalr so that the amount of water cannot be as:
computed from a reading thereof, the amount of wat:
the period such equipment was out of service or ouw
shall be estimated and agreed upon by the parties !
hasis of the best data available.

SECTION 11: Defauylt. 1In the event of b
by Cicy of any of its obligactions under the terms
ment, Authority shall give City notice thereof and
otherwise provided in this agreement, City shall h
days thereafter in which to cure and recrify such
Should Civy fail or refuse to cure or rectify such
fault, Authority, at its opcion, may declare City'
and utilize water contracted for under this agreem
provided, however, forfeiture of such rights shall
City of any of its obligations under this agreemen
be given eredit for all amouncs which Authoricy ma
szle to others of the water which City would be ot
to hereunder to the extent such amounts are not pl
wise coxmitted to other purposes.

SECTION 12: Succession Of Interest. TF
of this agreement shall fnure to the benefit of ar
upon the successors and permictcted assigns of Auth¢
but no such succession or assigmment shall relieve
ity or City of thelr respective responsibilicies ?
the express written consent of the octher parcy hes
furcher that so long as there remain outstanding !
paid under the provisions of this agreement, no st
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or assignment shall be valid or binding without the prior conse:
of the holders of at least 757 in value of the then outstanding
Boads so secured. Nothing herein staced shall be construed in :
manner as to interfere with City's complete discretion in the
vesale of water to which it is entitled hereunder.

SECTION 13: Modification. This contract may be chan;
and modified only with the consent of the governing bodies of b«
the Authority and City. Such modification may be requested by
either party upon the giving of thirty (30) days' wricten notic
stating the changes or modifications requested and to be consid-
ered, at which time bona fide negoriacions shall be undertaken :
to modifications or changes submitted. All agreed changes or
modifications shall be by written amendment or supplement to ch:
agreement, but no change or modification shall be made which wi:
affect adversely the amounts which shall be required to be paid
by City as demand charges under the terms of subparagraph (a) o
Section § (except as may result from & change in the initial pa:
ment dates), and no such change will be effective which affects
adversely or causes a violation of any of the provisions of the
resolutions authorizing the issuance of Authority's Bonds which
are secured under the provisions of this agreement, and no such
change shall be effective which will affect adversely the right
of others who may contract with-Authoricy,

SECTION 1l4: Notices. Unless and until either of the
pactties hereto is notified to the contrary in writing, any noti
required by the provisions of this agreement shall be deemed
effectively served, delivéred and received if mailed by registe
or certified mail with postage prepaid as follows:

To Authority: GCeneral Manager

Upper Neches River Municipal Water Auchoritc
Palestine, Texas 75801

To Cicy: City Manager
Cicy Hall
Dallas, Texas 75201

SECTION 15: Repulatory Provisions. This agreement
shall be subject to all valid rules, regulations and laws appli
cable thereto as promulgated by the United States of America, ¢
Scate of Texas or any other governmental body or agency having

lawfal jurisdiction or any authorized representsative or agency
any of thew,

SECTION 16: Tirle To Watex. Ticle vo all water to
which City ix entitled hereunder while impounded in Lake Pales!
shall remain in Authority, but when diverted from said reservol

. by City or released by Authority as requested by City, and by
¢ whatever means, title shall pass to City. Each party hereto

agrees to save and hold the other harmless from all claims,
demands and causes of action which may be asserted by aanycne o
sccount of the transportation, delivery and disposal of such
vager while title remains in such party. '

SECTION 17: Sale Of Surplus Water., Authority agree
fr will not divert any portfon of the dependable yield of the
reservoir contracted to City hereunder without City's written
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permission and that in no event shall such portion
dependable yield be placed in position where it may
gered or violated by excess diversions to others.

provided, however, upon City's wricten permission s
conditions therefor, any surplus water which repres
pro rata pact of the safe yield may be sold by Auth
agent for City and payment cherefor shall be credit
in such manner as the parties may agree upon at the

SECTION 18: City's Obligation - Not Pavsa
Taxation., City shall be obligared to make all payn
vided for in Section 6 hereof only from revenues ar
its combined waterworks and sanitary sewer system a
shall never have the right to demand payment of thi
out of funds raised or to be raised by Cilty taxatic

SECTION 19: City To Fix Adequate Rates.
agrees to fix and collect such rates and charges f¢
sewer services to be supplied by its waterworks anc
sewer system as will, in contemplation of any other
available and reasonably assured for the purpose, n
the prompt payment of all expenses of operating anc
its waterworks and sanitary sewer system and all p:
tracted hereunder and the prompt payment of princij
interest on its obligations payable wholly or parti
the revenues of its combined waterworks and sanita)
tem.

SECTION 20: City Of Dallas Endorsement.
the Revenue Bonds issued by Authority secured unde:
sions of this contract cthere shall be made to appe;
ment over the facsimile signature of the City Audil
city of D3llas, as follows:

“By virtue of a Water Supply And Sto
Contract between the Upper Neches River Munic
Water Authority and the City of Dallas, Texas
referred to in this bond, the City of Dallas
unconditionally obligated to provide the Auth
out of revenues and income of its combined wa
works and sanitary sewer system, all money re:
to pay interest on this bond as it acecrues am
principal thereof at maturity, such money so .
to be used solely for such purposes.

“"EXECUTED pursuant to Ordinance No.
passed by the City Council of the City of Dal
Texas, 1372,

1

dCity Auditor, Cicy of Dall

SECTION 21: Severability. The parties
that if any of the provisions of this contract con
be held invalid under the laws of this State, such
invalidate the whole agreement, but it shall be cc
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though not containing that particular provision and the

rights and obligations of the parties shall be construed and
{n force accordingly.

SECTION 22: Pledge. It is recognized that income
derived by Authority pursuant to the provisions of this agree-
ment may be pledgad by Authority under resolutions passed and
executed with regard to the issuance of revenue-supported Bond
as provided for in Section 5 hereof so as to make available te

City the water contracted by it under the provisions of this
agreement.

SECTION 23: Contract Effective., It is agreed thac
the obligacions of the parties hereunder shall become effec-
tive only upon the occurrence of all the following conditions

precedent, but not necessarily in the order of their listing,
to wit:

(a) That a Reservoir Storage Repurchase
Agreement between the Upper Neches River Municipal
Water Authority and the Texas Water Development
Board has received the approval as to legality of
the Attorney General of the State of Texas required

under the provisions of Section 11.024 of the Texas
Water Code.

(b) The Series 1972 Revenue Bonds herein-
above referred to have been issued and delivered.

(c) The Texas Water Development Board,
acting on behalf of the State of Texas and as its
agent under authority of the provisions of Subchap-
ter I of Chapter 11 of the Texas Water Code, has .
reconveyed to Authority all the State's interest in
the conservation storage space afforded by Lake
Palestine heretofore acquired by the Board from the
Authority and has reassigned to Authority all the
State's interest in Permit No. 1832, as amended,
acquired in like manner.

(d) The City has obtained a contractual
permit from the Texas Water Rights Commission
. authorizing a diversion and appropriation of the
water herein contracted for, reciting 3lso permis-

sfon for the trans-watershed diversion of such
water. -

SECTION 26: Substitution Of Contract. This con-
tract is to be substituted for and shall stand in lieu of th
contract of like nature executed by the parties as of the ls

day of November, 1971, which is hereby rescinded by mutual
consent.

IR WITNESS WHEREOF, the parties hereto acting unde
suthority of their respective governing bodlies have caused
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this contract to be duly executed in several counte;
each of which shall const{tute an original, all as .
and year first above written.

UPPER NECHES RIVER MUN:
AUTHORITY

- e
.

. e t—

ANy Y. s

By s
WRIGKT MATTHEWS,

ATTEST:

g:}h\4 (Esla‘ugza A

ROY DOUGLAS, Séé§ecary

(Sea%)

CITY OF DALLAS, TEX

By ;Q$0)27k54;7'?2dhﬂz

W. S. McDONALD, C

> el s ¢

HAROLD G. SHAMNK, City Secretary

COUNTERSIGNED:

APPROVED AS TO FORM:

N. ALEX BICKLEY, City

Byz_@?&

{Seal)
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THE STATE OF TEXAS ¥

COUNTY OF TRAVIS A

As the official custodian of the files and records of the

Texas Water Commission, I hereby certify that the attached

U 7[45’¢~5’u,4ﬁé/,/ gl Storege K«’M?éw £ betyoen { Vo llas 4’[4 en Nedd

\.1)11|

is a true, accurate, and complete copy of an instrument or
record in the official records of the Commission as that

instrument or record is reflected therein.

I further certify that as the official custodian of the

files and records of the Texas Water Commission, I have

slegal custody of the instrument or record so copied.

WITNESS MY HAND, and the Seal of the Texas Water Commission,

this _ (a1H day of SEp4% ppbe +~ | 198s.
L]

Finance and Administration

FOR

ALLEN BEINKE, EXECUTIVE DIRECTOR
TEXAS WATER COMMISSION

(SEAL)
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SOAH DOCKET NO. 473-15-1149.WS

PUC DOCKET NO.43674
PETITION OF THE CITY OF DALLAS  § BEFORE THE STATE OFFICE
FOR REVIEW OF A DECISION BY §
THE SABINE RIVER WATER § OF
AUTHORITY §
§ ADMINISTRATIVE HEARINGS

SOAH ORDER NO. 8 ESTABLISHING INTERIM RATES

A Prehearing Conference was held on Thursday, April 2, 2015 by telephone conference
call to consider interim rates. The parties, the City of Dallas (“the City,” or “Dallas”) and Sabine
River Authority of Texas (“SRA,” or “the Authority”) were advised that, pursuant to the Order
on Appeal of Order No. 5, wherein the Public Utility Commission (“Commission” or “PUC”)
determined that it did have jurisdiction to set interim rates in this case despite 16 Texas
Administrative Code § 24.131(d), and remanded this matter to the administrative law judge
(“ALJ”) to give the ALJ an opportunity to consider whether interim rates should be established.
The parties were allowed to file documents by April 1, 2015 and to present oral arguments at the

prehearing conference regarding interim rates.

A. Procedural History

This case involves a rate dispute regarding raw water authorized to be used by the City
from Lake Fork reservoir (“Lake Fork™). Lake Fork reservoir is permitted by the Texas
Commission on Environmental Quality and/or its predecessor agencies under Certificate of
Adjudication (“Permit”) No. 05-4669. Dallas and the SRA entered into the Water Supply
Contract and Conveyance dated October 1, 1981, as amended by the First Supplement to Water
Supply Contract and Conveyance dated July 30, 1986 (“the Agreement”). Under the Agreement,
Dallas assumed responsibility for 100% of the principal and interest on the bonds issued to
finance the construction of Lake Fork. In return, Dallas obtained 74% of the estimated firm yield
of the reservoir. Dallas’ water right is also recognized on the face of Permit No. 05-4669. SRA,
for its part, became the record owner of the reservoir, responsible for operating and maintaining

Lake Fork, and received Permit No. 05-4669 in its name. SRA obtained 26% of the estimated
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yield of the Lake Fork for its use. Dallas and SRA share the annual operations and maintenance
expenses (the “Service Charge”) of Lake Fork in accordance with their 74%/26% yield shares as
designated in the Agreement. ~ Although the Agreefnent was for an initial forty (40) year term
which ended as of November 1, 2014, it is undisputed that the Agreement between Dallas and
SRA continues through November 1, 2054 under Permit No. 05-4669, as well as under the

Agreement and its automatic renewal terms.

Additionally, the Agreement includes terms and conditions for the compensation to be

received by SRA from Dallas in any renewal term:

Section 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 the Authority, 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 City and the Authority agree to commence negotiations to
determine the amount 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
amount of compensation finally determined for each renewal term shall be
applicable from and after the commencement of the then current term; if the
interim compensation is greater than the amount of compensation finally
determined, the Authority agrees to pay the City such overage within ninety (90)
days after such determination, 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.

Tt is undisputed that the parties did begin negotiations at least one year prior to the expiration of
the initial 40 year term. It is also undisputed that the parties were unable to reach agreement. In
light of the parties’ continuing inability to reach agreement regarding the rate for Dallas during
the first renewal term, the SRA Board of Directors took action establishing a rate at its board

meeting on October 9, 2014. By letter dated October 13, 2014, SRA informed Dallas:
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Effective November 2, 2014, the City of Dallas’ compensation payment

will be based on $0.5613 per 1,000 gallons payable on a “take or pay” basis on
131,860 acre-feet /year.

The rate is equal to over $24.1 million per year, whereas Dallas had previously paid an average
of less than $3.1 million per year as the Service Charge. Dallas’ Service Charge for Fiscal Year
2015 was stated to be $3,022,023.00 undef the SRA approved budget.

Dallas filed this rate appeal on October 30, 2014, under Texas Water Code (“TWC”)
§12.013 and TWC §13.043(f). A prehearing conference was held on January 6, 2015, following
which the ALJ found jurisdiction under TWC §12.013, reserving the question of jurisdiction
under TWC §13.043. A second prehearing conference for further consideration of jurisdictional
issues and to consider interim rates was scheduled for January 22, 2015. In the interim, however,
SRA filed a motion to abate to address its contention that the complained of rates were set
pursuant to contract, and the contested case hearing was abated under State Office of
Administrative Hearings (“SOAH”) Order No. 5. Dallas appealed SOAH Order No. 5, and the
Commission granted its appeal. After due consideration, the Commission remanded the matter
of interim rates to the ALJ for further consideration, consistent with its finding that interim rates
could be established before a case is abated even if there was a question of whether the rates
were set pursuant to contract and a party moves to abate pending resolution of that question.
Dallas filed a declaratory judgement action in Travis County District Court on January 30, 2015,

seeking a determination that “the rates set by SRA in its actions of October 9, 2014 were not

rates set pursuant to a contract.”

B. Consideration of Interim Rates for Dallas’ Lake Fork Water

After due consideration of the arguments and authorities of the parties, the ALJ finds it
appropriate to suspend the abatement ordered under SOAH Order No. 5 to establish interim rates
in this case, considering the Commission’s Order on Appeal of Order No. 5, and considering 16
Texas Administrative Code §24.29. Specifically, the ALJ finds in this case that Dallas has met
the requirements of showing, under 16 Texas Administrative Code §24.29, that the SRA adopted
rate for Dallas’ Lake Fork water is “unjust or unreasonable,” and that, therefore, allowing that

rate to remain in effect during the pendency of this rate dispute would provide an unreasonable
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