•

1

of the major municipal bond insurers, and the Town received four bids from

2

investment banks wanting to underwrite the Town's Certificates of Obligation.

3
4

Q.

5
6

WAS THE TOWN SUCCESSFUL IN ISSUING NEW DEBT? IF SO, PLEASE
EXPLAIN.

A.

Yes. On February 10, 2004, the Town Council accepted the low bid (meaning the
.^_

7

lowest interest rate proposed) and sold $10.5 million of Certificates of Obligation.

8

The Town achieved an extremely low average interest rate of 4.223%.

9

Certificate of Obligation transaction successfully closed on March 11, 2004.

The

10
11

Q.

12

{

13

i•

WHAT DOES THE ISSUANCE OF THE CERTIFICATES OF OBLIGATION
SAY ABOUT YOUR JULY 2003 TESTIMONY?

A.

14

It is a validation that my analysis regarding Prosper's financial condition and ability
to issue debt was indeed correct.

15

I

•

16

Q.

DOES THIS CONCLUDE YOUR SUPPLEMENTAL TESTIMONY?

17

A.

Yes.
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1}

I.

INTRODUCTION AND QUALIFICATIONS

2

Q.

WHAT IS YOUR NAME?

3

A.

My name is Randel L. Dobbs, P.E., R.P.L.S.

5

Q.

WHAT IS YOUR BUSINESS ADDRESS AND TELEPHONE NUMBER?

6

A.

Wylie, Texas, 75098. My business
My business address is 505 East Brown Street,

•
4

telephone number is (972) 442-5405.

7
8

9

Q.

WHAT IS YOUR OCCUPATION?

io

A.

I am the Planning Officer for the -North Texas Municipal Water District (the

Ii

"District" or "NTMWD").

•
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I

Q.

2

A.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.
I

received a Bachelor of Science in Civil Engineering in 1976 from Texas A&M

University.

3
4
5

Q.

6

A.

ARE YOU A LICENSED PROFESSIONAL ENGINEER?

Yes.

I am a licensed professional engineer in the State of Texas.

7
8

Q.

9

A.

WHEN DID YOU BECOME A LICENSED PROFESSIONAL ENGINEER?

I have been licensed in the State of Texas since 1981.

My professional engineering

license number is 49267.

10)
11

12

.7

13

Q.
A.

DO YOU HOLD ANY OTHER LICENSES OR REGISTRATIONS?
Yes. I am also a registered professional land surveyor in the State of Texas.

My

registration number is 4623.

14
15
16

Q.

17

A.

18
19
20

HOW LONG HAVE YOU BEEN WITH THE DISTRICT?

I

have been with the District since 1997. I was the Assistant Engineering Officer

from May 1997 through May 1998. I was the District's Engineering Officer from
May 1998 through April 2003, and I have been the District's -Planning Officer since
April 2003.
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i

Q.

2

A.

WHAT ARE YOUR JOB RESPONSIBILITIES?
As the District's Planning Officer, I am responsible for the management and
supervision of the District's Planning Department.

3

The staff of the District's

Planning Department includes the Assistant Planning Officer, a professional engineer,

4

a registered professional land surveyor, a senior planning analyst, two land agents, a

5

urvey technician, and an administrative assistant.

6
7
Q.

8

DEPARTMENT?

9

10`
11

•

WHAT IS THE FUNCTION OF THE DISTRICT'S PLANNING

12
13
14
15
16
17
18

A.

The Planning Department is responsible for the short-term and long-term planning for
the water, wastewater, and solid waste operating systems. The Department tracks the
growth of the District's service area through population projections, requests for new
or expanded service, land use changes, and changes in the total usage by the members
and customers of the three operating systems. The services provided by the Planning
Department include short-term and long-term planning for water resources
development, water rights, water treatment and distribution, wastewater treatment
plants, wastewater collection, solid waste landfills, and solid waste transfer stations.
The Department also maintains the master plans for the water, wastewater and solid

19

waste systems and updates and tracks the capital improvement programs for the

20

systems as well as providing the data for updating the rate models. The Department

21
22
23

maintains and upgrades the District's water conservation and drought contingency
policy, provides mapping and graphics support for the District, acquires any needed
real estate and rights-of-way, maintains the District's library, develops vulnerability

3
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assessments for the District's facilities, and acts as liaison to the members and

1

• 2 customers, planning groups, and other governmental agencies.
3
4

Q.

5

A.

WHAT IS YOUR PREVIOUS EMPLOYMENT HISTORY?

The following briefly summarizes my employment history prior to joining the
District:

6

Assistant City Engineer for the City of Richardson (1996 through 1997);

Town Engineer for the Town of Highland Park (1991 through 1996); Senior Civil

7

Engineer for the City of Garland Engineering Department (1987 through 1991);

8

Manager, Kindle, Stone & Associates, Inc. (1985 through 1987); City Engineer for

9

the City of Farmers Branch (1983 through 1985); Project Engineer for B.L. Nelson

10,

Associates, Inc. (1982 through 1983); Engineering Designer II for the City of Farmers

11

Branch Department of Public

12

Works (1981 through 1982); Project Engineer,

• 13 Henningson, Durham & Richardson, Inc. (1980 through 1981); Design Engineer, C.L.
Moon, Inc. (1979 through 1980); and Civil Engineer for Dallas Water Utilities (1976

14

through 1979).

15
16
17

Q.

IS YOUR RESUME ATTACHED TO THIS PREFILED TESTIMONY?

18

A.

Yes. It is attached as Attachment RLD-1.

•
4
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•

Q.

THE INFORMATION IN YOUR RESUME, CONTAINED IN

IS

ATTACHMENT RLD-1, AN ACCURATE REFLECTION OF YOUR

2

EDUCATION, PROFESSIONAL HISTORY, AND QUALIFICATIONS?

3

Yes.

A.

4
5
6

ARE YOU FAMILIAR WITH THE TOWN OF PROSPER'S REQUEST FOR

Q.

AN AMENDMENT TO ITS CERTIFICATE OF CONVENIENCE AND

7

NECESSITY NO. 20888?

8

9

Yes, I am generally familiar with the application.

A.

10j
11

Q.

ENVIRONMENTAL QUALITY ("TCEQ") REGULATIONS CONCERNING

12

•

CERTIFICATIONS OF CONVENIENCE AND NECESSITY?

13
14

A.

16

Q.

17

A.

19

Yes.

II.

15

18

ARE YOU FAMILIAR WITH THE TEXAS COMMISSION ON

SCOPE AND PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY TODAY?
The purpose of my testimony today is to discuss the relationship between Prosper
NTMWD as well as any contracts that are either currently in place or propi
between Prosper and NTMWD.

.
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1
•

2

Q
Q.

PROSPER AND THE DISTRICT.

3

A.

4

Prosper approached NTMWD as well as the City of Frisco seeking contracts for the

5

provision of water and wastewater transportation and treatment capacity. NTMWD is

6

agreeable to such contracts and has recently executed a contract that will supply

7
8
9

Prosper with a permanent source of surface water. There are additional contracts
being drafted for the provision of wastewater transportation and wastewater treatment
services. Prosper is roughly split between two drainage basins. The eastern one-third

lo!

of Prosper naturally drains to Wilson

11

Interceptor System and th

12
•

PLEASE DESCRIBE THE EXISTING RELATIONSHIP BETWEEN

r

and the District's Upper East Fork

Wilson Creek Regional Wastewater Treatment Plant The

western two-thirds of Prosper naturally drains to Doe Creek and Panther Creek, and
anther Creek Wastewater

13

this area could be easily served by the Dish-ict' propose

14

Treatment Plant.

15

Creek Wastewater Treatment Plant permit application and the plant was sized to

16

provide this service.

17

treatment plant capacity within two years.

18
19

The Prosper service area was specifically noted in the Panther

NTMWD has the ability to provide Prosper with wastewater

Additionally, I am aware that Prosper recently executed a contract with the
City of Frisco for interim surface water supply.

•
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i

Q.

SERVICE TO THE PANTHER CREEK/DOE CREEK DRAINAGE AREA

2
3

AND THE PROPOSED PANTHER CREEK REGIONAL WASTEWATER

4

TREATMENT PLANT.
A.

5

As noted in the Panther Creek Wastewater Treatment Plant permit application, this

6

facility was designed and permitted as a regional facility. The District is developing

7

an engineering services agreement to assess regiona____se.ivice issues associated with

8

the Panther Creek Wastewater Treatment Plant site.

9

wastewater treatment discharge permit for five million gallons per day initially and

10?

ten million gallons per day for Phase II construction for the Panther Creek

11

Wastewater Treatment Plant. The Panther Creek Wastewater Treatment Plant was

12
•

PLEASE PROVIDE THE SPECIFICS OF THE PROPOSED STUDY FOR

13
14
15
16
17
18
19
20

The District currently holds a

proposed originally for service to the City of Frisco and the Town of Prosper. The
Panther Creek Wastewater Treatment Plant will serve drainage basins that include
several of the surrounding cities, including Frisco and Prosper. Additionally, with the
growth of the area and in order to optimize the District's various regional collection
and treatment systems, it is advantageous for the District to develop the Panther
Creek site as a regional facility. By making the Panther Creek Wastewater Treatment
Plant a regional facility, it allows for other partners to participate in the capital
financing as well as with the annual operation and maintenance costs. This type of
arrangement would be advantageous to both Frisco and any additional members of

21

the proposed regional system. There is the opportunity for Frisco and Prosper to

22

utilize a common regional lift station and force main to the Panther Creek Wastewater

23

Treatment Plant since both cities have area within the Doe Creek and Panther Creek
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The lift station would be located near the area at the northwest

Drainage Basins.

I

City limits.
corner of the Frisco City limits and the southwest corner of the Prosper

2

topography in that area lends itself to a common lift station site that could pump

3

The

4

all of the wastewater from the Frisco/Prosper area that is in Doe Creek and Panther

5

Creek Basins.

6

wastewater collection system.

7

developing a regional wastewater collection system with the Panther Creek

The lift station and force main would be included in the regional
The proposed study will examine the feasibility of

Wastewater Treatment Plant constructed as a regional treatment facility.

8

The

potential members of this system could be the cities of Frisco, Prosper, Little Elm,

9

The Colony, and Plano.

10)
11
12

Q.

PLEASE PROVIDE THE SPECIFICS OF THE PROPOSED WASTEWATER

• 13 TRANSPORTATION CONTRACT AND THE WASTEWATER
TREATMENT CONTRACT.

14
15
16
17
18
19

20
20
21
22
23

A.

Pursuant to the wastewater interceptor system (transportation) contract, the District
will provide,

manage, operate, and maintain a regional interceptor wastewater

collection system to collect and transport wastewater flows from the System's
member and customer cities to the Regional Wastewater Treatment System's plants
treatment and discharge. T

-contract.-

11 1'

Pursuant to the wastewater treatment contract, the District will provide,
manage, operate, and maintain a Regional Wastewater Treatment System necessary
for providing adequate, efficient, and economical service to the Member Cities^ I 'In all
likelihood, Prosper will participate in this contrac^ The contract would allow Prosper

•
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to discharge up to 4,960,000 gallons per day of wastewater from its sewer system into

1

• 2 the District's system, provided that the wastewater meets the requirements for
quantity and quality set forth in the contract and as it is permitted to deliver to the

3

District for transportation pursuant to the transportation contract discussed above.

4
5
6

Q.

7

A.

WHAT IS THE TERM IN THE PROPOSED CONTRACTS?
The contacts would be in force from the effective date at least until the principal and
interest on all bonds have been paid in full and thereafter throughout the useful life of

8

the Regional Wastewater System.

9
10f

il

Q.

12

A.

WHY WOULD PROPSER SEEK A CONTRACT WITH THE DISTRICT?
The District is a regional provider of treated water, wastewater, and solid waste

14

Prosper is situated within the planning area. of the District and it is easily
•
able to
The District should
services
provided
by
the
District.
accessible

15

provide wastewater tra

16

through the regional systems thN,^f Prosper

17

services alone. By Prosper contracting wi

18

and treatment, it would eliminate ie need for

• : 13

19

20
21
22

'services.
^x,,,

ortation and treatment more econo

1y and efficiently

seek to provide those same
District for wastewater transportation
to construct, operate and

maintain its own wastew er treatment facilities to se`9[^r the Proposed Service
Territory. It elimi tes the proliferation of numerous small trea
allows for

ent facilities, and

stewater treatment to be provided in larger regional facilit

with better

on environmental quality.

•
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1

Q.

DO YOU BELIEVE THAT WITH THE PROPOSED CONTRACT PROSPER
CAN PROVIDE CONTINOUS AND ADEQUATE SERVICE TO ALL OF ITS

2

CUSTOMERS?

3
A.

Yes.

6

Q.

DOES THIS CONCLUDE YOUR TESTIMONY?

7

A.

Yes.

4
5

•

•
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RANDEL L. DOBBS, P.E., R.P.L.S.
309 Rustic Ridge Drive
Garland, Texas 75040
Phone: 972-414-1154

•
EDUCATION

1968-1972: Forney High School, Forney, Texas
1972-1976: Texas A&M University, College Station, Texas
B.S. Degree in Civil Engineering, December, 1976

REGISTRATION
Texas Registered Professional Engineer No. 49267
Texas Registered Professional Land Surveyor No. 4623

PROFESSIONAL EXPERIENCE
My experience is in various areas of civil design, municipal administration, construction
• management, utility management and residential and commercial development. My
design experience includes paving, drainage, water and sanitary sewer facilities. I have
been involved in various phases of civil engineering design and project management with
several municipalities and private consulting firms.
April 2003 - Present
Planning Officer - North Texas Municipal Water District.
As Planning Officer I am responsible for managing and supervising all personnel in the
Planning Department including the Assistant Planning Officer, a professional engineer, a
registered professional surveyor, a senior planning analyst, two land agents, a survey
technician, and an administrative assistant. The services provided by the Planning
Department include short and long-term planning for water resources development, water
rights, water treatment and distribution, wastewater treatment plants, wastewater
collection, solid waste landfills, and solid waste transfer stations. The department also
maintains the master plans for the water, wastewater and solid waste systems and updates
and tracks the capital improvement programs for the systems as well as providing the
data for updating the rate models. The department maintains and upgrades the District's
water conservation and drought contingency policy, provides mapping and graphics
support for the District, acquires any needed real estate and rights-of-way, maintains the
District's library, develops vulnerability assessments for the District' facilities, and acts
•

RLD-1

as liaison to the members and customers, planning groups, and other governmental
• agencies.
May 1997 - April 2003
Assistant Engineer Officer/Engineer Officer -- North Texas Municipal Water District. I
was promoted from Assistant Engineering Officer to Engineering Officer in May 1998.
Responsible for the management and supervision of the NTMWD's Engineering System.
The staff includes an assistant, ten engineers, a registered surveyor, three technicians, a
land agent, eight construction inspectors, a line locator and an administrative assistant.
The Engineering System is responsible for the engineering and technical support of the
water, wastewater, and solid waste operating systems. The primary mission in the
management of approximately $300 million in design/construction projects for
replacement and upgrades to the operating systems to keep pace with the growth that
continues in the member and customer cities. The Engineering System also is
responsible for management of long term and short-term studies for the three operating
system to insure that planning efforts are keeping pace with the growth and demands in
the three operating systems. Engineering provides direct technical support and
management for the daily operations and maintenance of the systems.

1996 -1997
Assistant City Engineer - City of Richardson. Responsible for the management and
• supervision of the development- engineer, two engineering technicians, construction
manager, five construction inspectors and the administrative secretary. I acted as a
project engineer on design and construction contracts. I managed and provided support
for department functions such as inspections, quality control of all construction projects,
preparation of design and contract documents, maintenance of engineering maps and
records, floodplain management, annual department budget, acquisition of easements and
right-of-way, liaison with private utility companies, preparation of construction
standards, review of designs and issuance of permits for utility construction within the
city.
1991-1996
Town Engineer - Town of Highland Park. Responsible for providing engineering
support to all of the operating departments in the town including public works - streets,
water, sanitary sewer, storm drainage, and street lighting, sanitation, parks, and public
safety. Directly responsible for the operation of the towii's traffic signals, water, sanitary
sewer, and drainage systems. Responsible for the capital projects including the design
and the construction of paving, drainage, water, and sanitary sewer projects. I served as
the town's liaison to TxDOT for the North Central Expressway reconstruction, the City
of Dallas, the City of University Park, Dallas County Park Cities Municipal Utility
District, the supplier of the town's treated water, USEPA, and the TNRCC. Responsible
for the maintenance of the town's GIS and CAD system.
•

1987- 1991
• Senior Civil Engineer - City of Garland Engineer Department. Responsible for the
management of the design staff for the engineering department. The staff included the
city's cartographer, three design technicians, a drafter, and the chief technician.
Responsible for production of approximately five million of in-house design projects.
Promoted to Senior Field Engineer in the fall of 1988. Responsible for the management
of approximately $15-20 million of annual CIP construction and five million of
subdivision construction with the inspection staff of one chief inspector and four
inspectors. I also managed the cities survey crew.
1985 - 1987
Kindle, Stone & Associates, Inc., Manager of the Dallas Branch office. Responsible for
management of the Dallas Branch office including marketing, overall project
management, budgeting, financial managemetit, and supervision of technical and support
staff.

1983 - 1985
City of Farmers Branch - City Engineer. Responsible for the management of the
Engineering Department including all phases of municipal engineering including
• development plan review, city project design and construction, consultant design
management, and engineering support to all city departments.
1982 -1983
B. L. Nelson Associates, Inc., Dallas, Texas - Project Engineer. Responsible for
numerous private development and city projects, boundary surveys, plats, site plans,
construction plan design, and all stages of development plan preparation.
1981 -1982
City of Farmers Branch - Engineering Designer II, Department of Public Works.
Responsibilities include construction plan and plat review, project design, construction
management and facilities management.
1980-1981
Henningson, Durham & Richardson, Inc., Dallas, Texas - Project Engineer. Responsible
for facilities design, preparation of construction plans and specifications, and project
management and coordination.
0

1979 - 1980

C. L. Moon, Inc., Dallas, Texas - Design Engineer. Responsibilities include design and
• construction plan preparation for topography maps, property surveys, drainage maps,
water, sanitary sewer, storm drainage, and paving facilities, grading plans and cost
estimation for private and public projects.

1976 -1979
Dallas Water Utilities, Dallas, Texas - Civil Engineer. Responsibilities included design
of water and sanitary sewer mains and related structures, utility relocation design,
construction management, facility planning area studies for federal programs,
infiltration/inflow analyses, sanitary sewer television inspections, and feasibility analysis
of new construction materials and methods.

PROFESSIONAL ACTIVITIES
Texas Society of Professional Surveyors
American Water Works Association
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1.

1

•

2

Q.

WHAT IS YOUR NAME?

3

A.

My name is Randel L. Dobbs, P.E., R.P.L.S.

Q.

ARE YOU THE SAME RANDEL L. DOBBS WHO PREFILED TESTIMONY

4
5
6

ON BEHALF OF THE TOWN OF PROSPER, TEXAS, IN THIS

7

PROCEEDING ON JULY 25, 2003?

8

A.

Yes.

II.

9

SCOPE AND PURPOSE OF TESTIMONY

10

Q.

WHAT IS THE PURPOSE OF THIS SUPPLEMENTAL TESTIMONY?

11

A.

The purpose of this testimony is to supplement my original prefiled direct testimony

12

i! •

INTRODUCTION AND QUALIFICATIONS

dated July 25, 2003, and marked as APP EX. 104.
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1
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III. TESTIMONY
f
.

2

Q.

MR. DOBBS, IN YOU PREFILED TESTIMONY, APP EX. 104, YOU

3

DESCRIBED THE RELATIONSHIP PROSPER HAS WITH THE NORTH

4

TEXAS MUNICIPAL WATER DISTRICT. CAN YOU UPDATE YOUR

5

HONOR ON THE EXISTING RELATIONSHIP BETWEEN PROSPER AND

6

THE NORTH TEXAS MUNICIPAL WATER DISTRICT?

(

A.

Yes, I can.

9

Q.

PLEASE DO SO.

10

A.

The Town of Prosper ("Town" or "Prosper") has entered into a contract for water

7
8

11

service with the North Texas Municipal Water District ("NTMWD").

12

also become a member of the Regional Wastewater System and has contracted for

13

wastewater treatment at NTMWD's Wilson Creek Regional Wastewater Treatment

14

Plant. Additionally, the Town has become a member of the Upper East Fork
..--

he Town has

•

15

4A

^-

terceptor System and has contracted for services into that system..

----

Upper East

16

Fork Interceptor System will provide wastewater transportation from the Wilson

17

Creek watershed portion of the Town to the NTMWD's Wilson Creek Regional

18

Wastewater Treatment Plant.

TMWD's Board of Directors

ward the design

19

contract for a pipeline to serve the Wilson Creek area of Prosper at its March 2004

20

meeting.

21

The Town has also entered

22

a study to investigate the feasibility of

g a regional wastewater interceptor

2

system to provide service to Prosper, t e T

of Little Elm, the City of Frisco, and

• PREFILED SUPPLEMENTAL TESTIMONY

to an

2

ment with NTMWD to participate in

DOBBS

^._
1

the City of The Colony. The
stX
* alsoiiinvestigate
the feasibility of providing

2

regional wastewater service to

3

Wastewater Treatment Plant.

es into NTMWD's Panther Creek

4
5

Q.

PLEASE PROVIDE THE SPECIFICS OF THE EXECUTED WASTEWATER

6

TRANSPORTATION

7

TREATMENT CONTRACT.

8

A.

CONTRACT

AND

THE

WASTEWATER

Pursuant to the wastewater interceptor system (transportation) contract, NTMWD will

9

provide, manage, operate, and maintain a regional interceptor wastewater collection

10

system to collect and transport wastewater flows from the System's member and
-

11

customer cities to the Regional Wastewater Treatment System's plants for treatment

12

and discharge. Prosper and NTMWD have executed the contract for the Upper East

r

'Itt4 3

:^....

Fork Interceptor System. This contract is attached as Exhibit RLD-l: ')

{
14

Pursuant to the wastewater treatment contract, NTMWD will provide,

15

manage, operate, and maintain a Regional Wastewater Treatment System necessary

16

for providing adequate, efficient, and economical service to the Member Cities.

17

Prosper and NTMWD have executed the Regional Wastewater System Contract. The

18

contract would allow Prosper to discharge up to 4,960,000 gallons per day of

19

wastewater from its sewer system into NTMWD's system, provided that the

20

wastewater meets the requirements for quantity and quality set forth in the contract

21

and as it is permitted to deliver to the District for transportation pursuant to the

22

transportation contract discussed above. This contract is attached

RLD-2.
^..__.
_.

23

.0
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1

Q.

WHAT IS THE TERM IN THE EXECUTED CONTRACTS?

2

A.

The contacts are in force from February 24, 2004, and for at least the time period until

3

the principal and interest on all bonds have been paid in full and, thereafter, shall

4

continue in force and effect during the entire useful life of the System.

^

5

t"

6

Q.

DO YOU BELIEVE THAT WITH THE EXECUTED CONTRACTS PROSPER

7

CAN PROVIDE CONTINOUS AND ADEQUATE SERVICE TO ALL OF ITS

8

CUSTOMERS?
A.

Yes.

11

Q.

DOES THIS CONCLUDE YOUR TESTIMONY?

12

A.

Yes!

9
10

•

r-,

I0
I
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NORTH TEXAS MUNICIPAL WATER DISTRICT - UPPER EAST FORK
WASTEWATER INTERCEPTOR SYSTEM SUPPLEMENTAL CONTRACT
(TOWN OF PROSPER, TEXAS)
THE STATE OF TEXAS

NORTH TEXAS MUNICIPAL WATER DISTRICT :
THIS NORTH TEXAS MUNICIPAL WATER DISTRICT - UPPER EAST FORK
WASTEWATER INTERCEPTOR SYSTEM SI7PPLEMENTAL; CONTRACT (TOWN OF
PROSPER, TEXAS) (the "Contract") made and entered into as of theg'LA day of

200,&4

by and between NORTH TEXAS MUNICIPAL WATER DISTRICT C the "District"), an agency and
political subdivision of the State of Texas, being a conservation and rejclamation district created and
functioning under Article 16, Section 59, of the Texas Constitution, pursuant to Chapter
62, Acts of
the 52nd Legislature of the State of Texas, Regular Session, 1951, as amended (the "District Act"),
and the Town of Prosper, in Collin and Denton Counties, Texas ("Prosper").
•

WITNESSETH:
WHEREAS, Prosper is a duly created municipality operating under the Constitution and
general laws of the State of Texas; and
WHEREAS, the District and Prosper are authorized to enter into this Contract pursuant to the
District Act, Chapter 30, Texas Water Code, and other applicable laws; and
WHEREAS, the District has acquired and constructed and is operating a regional
Wastewater treatment system to serve various Member Cities (hei^einafter defined) within the
watershed or drainage area of the East Fork of the Trinity River, in Dallas, Collin, and Denton
Counties, Texas (the "Treatment System"); and
WI3F.REAS the Treatment System heretofore acquired and constructed is described in various
engineering reports, and includes the facilities and capacities required Jo serve the Cities of Mesquite,

.0RLD-1

Plano, Richardson, Allen, McKinney, Forney, Frisco, Princeton, Rockwall, Heath, and Prosper (the
"Member Cities"); and
WHEREAS, the contracts between the District and the Member Cities require that each of
the Member Cities must arrange or provide for the transportation of is Wastewater to its Point or'
Points of entry into the District's Treatment System; and
WHEREAS, in order to comply with such requirement the Cities Of Allen, McKinney, Plano,
and Richardson, Texas (the "Initial Contracting Parties") and theDistrict entered into the "Upper Fast
Fork Wastewater Interceptor System Contract", dated as of July 26, 19$4 (the "Initial Contract"),
the City of Frisco, Texas ("Frisco") and the District entered into the "Upper East Fork Wastewater
Interceptor Supplemental Contract (City of Frisco, Texas), dated Noveriiber 19, 1996 (the "Frisco
Contract"), and the City ofPrinceton, Texas ("Princeton") and the District enter into the "Upper East
Fork Wastewater Interceptor System Supplemental Contract (City of Princeton,
Texas)", dated
.
• November 26, 1996 (the "Princeton Contract") (the Frisco Contract and the Princeton Contract,
collectively, the "Supplemental Contracts") which provided for the separ4te financing, construction,
operation, and maintenance by the District of an interceptor system (the "Interceptor System"), to
transport the Wastewater of the Initial Contracting Parties and any Adational Contracting Parties
into the District's Treatment System, and with such Interceptor System &t to constitute any part of
the Treatment System; and

WHEREAS, pursuant to the Initial Contract and the Supplement4l Contracts the District has
issued and delivered, and there are now outstanding, the following:
the unpaid and unrefunded North Texas Municipal Water Distri^t Upper East Fork
Wastewater Interceptor System Contract Revenue Refunding Oonds, Series 1988,
dated August 1, 1988, authorized by resolution of the Board bf Directors of the
District on August 5, 1988;
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the unpaid and unrefunded North Texas Municipal Water Distriot Upper East Fork
Wastewater Interceptor System Contract Revenue Bonds, S^ries 1998, dated
February 15, 1998, authorized by aresolution oftheBoard ofDire4ors ofthe District
on February 26, 1998;
the unpaid and unrefunded North Texas Municipal Water Distriqt Upper East Fork
Wastewater Interceptor System Contract Revenue Refunding, teries 1999, dated
March 1, 1999, authorized by a resolution of the Board of Directors of the District
on October 22, 1998; and
the unpaid and unrefunded North Texas Municipal Water Distriqt Upper East Fork
Wastewater Interceptor System Contract Revenue Refunding Bpnds, Series 2003,
dated May 1, 2003, authorized by a resolution of the Board Of Directors of the
District on April 24, 2003;

;

WHEREAS, the Initial Contract makes provision for Additioztial Contracting Parties to
become Contracting Parties with substantially the same rights and oblig4tions as each of the Initial
Contracting Parties, upon the execution of a contract similar to the Initi*l Contract; and

WBEREAS, upon the execution of this Contract, Prosper will ^ecome such an Additional
Contracting Party, and thus a Contracting Party, in accordance with theirequirements of the Initial
•

Contract, with all conditions prerequisite to such execution having beenimet; and
WHEREAS, this Contract substantially restates the essential provisions ofthe Initial Contract
and is structured similar thereto to the fullest extent applicable and; practicable, including the
requirements with respect to "minimums", but with such additions and cllanges that are necessary to
meet the actual circumstances, with the effect thatPro sper, being the an Additional Contracting Party,
hereby adopts the provisions ofthe Initial Contract, as supplemented and necessarily changed by this
Contract; and
WHEREAS, the "minimums" set for Prosper in Section 13(c) of!this Contract are equitable
and have been fixed by the District as required in the Initial Contract.

^

NOW, TBEREFORE, in consideration of the mutual covenanqs and agreements herein
contained, the District agrees to provide Wastewater transportation savices of the Interceptor
System to Prosper under this Contract, and to issue its Bonds from time io time, upon and subject
to the terms and conditions hereinafter set forth, to-wit:
Section 1-. DEFINITION OF TERMS. The following terms and pxpressions as used in this
Contract, unless the context clearly shows otherwise, shall have the following meanings:

ir

(a)

"Additional Contracting Party" means any party with whi¢h, in accordance with the

Initial Contract and this Contract, the District makes a contract similar to this Contract for providing
services ofthe Interceptor System, provided that after execution of any suoh contract such party shall
become one ofthe Contracting Parties for all purposes of this Contract, upless otherwise specifically
provided herein.
(b)

"Adjusted Annual Payment" means the Annual Payment, as adjusted during or after

i
•'

each Annual Payment Period, as provided by this Contract.
(c)

"Annual Payment" means the amount of money to be paid to the District by each of

the Contracting Parties during each Annual Payment Period as its proportionate share of the Annual
Requirement.
(d)

"Annual Payment Period" means the District's Fiscal Yearf which currently begins on

October 1 of each calendar year and ends on the last day of September Of the next calendar year.

(e)

"Annual Requirement" means the total amount of money .prequired for the District to

pay all Operation and Maintenance Expenses of the Interceptor System,; to pay the debt service on
its Bonds, to pay or restore any amounts required to be deposited in a^y special, contingency, or
reserve funds required to be established and/ormaintained by the provisions of the Bond Resolutions,
all as further described in this Contract.
4
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(f)

"Bond Resolution" means any resolution of the District *vhich authorizes anyBonds.

(g)

"Bonds" means all bonds heretofore and hereafter issubd by the District, including

specifically the outstanding bonds described in the preamble to this Contract, whether in one or more
^

series or issues, and the interest thereon, to acquire and construct thei Interceptor System, and/or
subsequently to improve and/or extend the Interceptor System, and any bonds issued to refund any
Bonds or to refund any such refunding bonds.
(h)

"Contracting Parties" means the Cities ofAllen, McKinney, Piano, Richardson, Frisco,

Princeton, and Propser, together with any other party or parties which hereafter becomes one of the
Contracting Parties by becoming an Additional Contracting Party.

(i)

"Contracting Party" means any one of the Contracting Parties.

G)

"Engineering Report" means the report of Shimek, Jadobs & Finklea, Consulting

Engineers, Dallas, Texas, dated November, 1983, describing the original facilities of the Interceptor
• System, together with all changes therein and supplements and addition$ thereto by said Consulting
Engineers or other engineers.
(k)

"Interceptor System" means collectively the Wastewater transportation facilities

described in the Engineering Report, and all improvements and additions to and extensions,
enlargements, and replacements of such facilities which are acquired an4 constructed by the District
in order to receive and transport Wastewater of the Contracting Parties to their respective Points of
Entry into the Treatment System. However, and notwithstanding the foregoing, said term includes
only those facilities which are acquired or constructed with proceeds frcpm the sale of Bonds issued,
or payments made, pursuant to the Initial Contract and this Contract, and any similar contracts with
Additional Contracting Parties. Said term does not include any part of the Treatment System or any
facilities acquired or constructed by the District with the proceeds fr6m the issuance of "Special
5

Facilities Bonds", which are hereby defined as being revenue obligations qf the District which are not
secured by or payable from Annual Payments made under the Initial CQntract, this Contract, and
similar contracts with Additional Contracting Parties, and which are payable solely from other
sources.
(1}

"Operation and Maintenance Expenses" means all costs and expenses ofoperation and

maintenance of the Interceptor System, including (for greater certainty but without limiting the
generality of the foregoing) repairs and replacements for which no special fund is created in the Bond
Resolutions, operating personnel, the cost- of utilities, the costs of supervision, engineering,
accounting, auditing, legal services, supplies, services, administration pf the Interceptor System,
including the District's general overhead expenses attributable to the Intorceptor System, insurance
premiums, equipment necessary for proper operation and maintenance of ^he Interceptor System, and
payments made by the District in satisfaction of judgments resulting from claims not covered by the
.
-

z

• District's insurance arising in connection with the operation and maintenance of the Interceptor
System. The term also includes the charges of the bank or banks and oaer entities acting as paying
agents and/or registrars for any Bonds. The term does not include deprjeciation.
(m)

"Treatment Contracts" means the contracts, and all amendments thereto or

replacements thereot heretofore or hereafter entered into between or ampng the Contracting Parties
and the District with respect to the Treatment System, with such existing contracts being described
as follows:
Trinity East Fork Regional Wastewater System Contract, dated ap of October 1, 1975
among the Cities of Mesquite and Plano and the District.
City ofRichardson-Trinity East Fork Regional Wastewater System Contract dated as
of January 9, 1978, between the City of Richardson and the Diitrict.

•
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City of Allen-Trinity East Fork Regional Wastewater System Contract, dated as of
August 24, 1978, between the City of Allen and the District.
City of McKinney-Trinity East Fork Regional Wastewater SystGm Contract, dated as
of August 29, 1979, between the City of McKinney and the Di$trict, and
City of Frisco-Trinity East Fork Regional Wastewater System ^ontract, dated as of
November 19, 1996, between the City of Frisco and the Distriat.
City ofPrinceton- Trinity East Fork Regional Wastewater Syste Contract, dated as
of November 26, 1996, between the City of Princeton and the istrict.

Town of Prosper -Trinity East Fork Regional Wastewater SysteEn Contract, dated as
of the date of this Contract, between the Town of Prosper and Ithe District.
(n)

"Treatment System" means the District's "Treatment System" as generally described

in the preamble to this Contract, and includes all facilities acquired, co4structed, or operated by the
District pursuant to the Treatment Contracts.
(o)

"Wastewater" means Sewage, Industrial Waste, Municipal Waste, Recreational Waste,

and Agricultural Waste, together with Properly Shredded Garbage and such Infiltration Water that
•

may be present, all as defined in the Texas Water Code.

Section 2.

CONSULTING ENGINEERS; CONSTRUCTION OF INTERCEPTOR

SYSTEM. Shimek, Jacobs & Finklea have been the Consulting Engineqs for the Interceptor System,
provided that the Consulting Engineers may be changed at the option of the District. The District
has used its best efforts to acquire and construct the Interceptor SystemE and the Interceptor System
has been acquired and constructed in general accordance with the IEngineering Report.

Such

acquisition and construction has been financed by the District through the issuance of its Bonds
payable from and secured by Annual Payments made under the InitiaQ Contract, and the District
agrees to use its best efforts to issue its Bonds in the future as required and in accordance with each
of the contracts with the Contracting Parties. The proceeds from the sale and delivery of such future

7
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Bonds also will be used for the payment of the District's expenses and costs in connection with the
Interceptor System and the Bonds, including, without limitation, all firjancing, legal, printing, and
other expenses and costs re- lated to the issuance of such Bonds and tho Interceptor System.
Section 3. QUANTITY AND POINTS OF ENTRY. ( a) In co#isideration of the payments
to be made by each Contracting Party, during each Annual Payment Period during which the
interceptor System is in operation, each Contracting Party shall or may discharge into the Interceptor
System, at its Point or Points ofEntry hereinafter described, all ofthe W*stewater which is required,
or permitted to be, discharged into the District's Treatment System by such Contracting Party under
the Treatment Contracts, subject to the restrictions hereinafter stated; aEnd provided that each such
Contracting Party must transport such Wastewater to its Point or Points of Entry into the Interceptor
System.
(b)

The maximum rate at which Wastewater is discharged by each Contracting Party at

its Point or Points of Entry into the Interceptor System shall not exceed for a period of sixty minutes

i•

a rate which, if continued for a period of twenty-four hours would equal 3.50 times such Contracting
Party's estimated average daily contributing flow of Wastewater into the Treatment System for the
then current Annual Payment Period.

The total quantity of Wastowater discharged into the

Interceptor System shall never exceed the amount which the Interceptor System and the Treatment
System are capable of receiving, treating, and disposing, unless approv¢d by the District, subject to
terms and conditions to be established by the District. Notwithstanding the foregoing, no Contracting
Party shall ever make any discharge into the Interceptor System or the Treatment System which
would cause them to be overloaded or be in violation of its permits from the State of Texas and/or

the United States of America.

•
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(c)

Wastewater meeting the quality requirements of Section:4 of this Contract will be

received into the Interceptor System at the Points of Entry, respectively, to be established pursuant
to mutual agreement between the District and the affected Contracting P^rty. Additional Points of
Entry may be established by mutual agreement between the District and pa Contracting Party in the

r

future if such additional Points of Entry are determined by the Distript to be beneficial to the
•
Interceptor System.

(d)

It is the intention of the Contracting Parties that the Interceptor System shall be

acquired, constructed, extended, and improved so that at all reasonable times it will be capable of
receiving and transporting all eligible Wastewater of each Contracting Patty which such Contracting
Party is required or permitted to discharge into the District's Treatme4t System pursuant to the
Treatment Contracts, and that the District will from time to time issue its Bonds in such amounts as
are, within its judgment and discretion, sufficient to achieve such resultst It is further the intention
• of the Contracting Parties that the District shall issue or use its best efforts to issue its Bonds for such
purpose, and to provide improvements, enlargements, and extensions to the Interceptor System as
needed for the Contracting Parties.
Section 4. QUALITY. Each Contracting Party shall discharge into the Interceptor System
only such Wastewater as it is required or permitted to discharge into the L#istrict's Treatment System,
and will not discharge into the Interceptor System any wastes prohibited t#y the Treatment Contracts.
Section 5. METERING OF WASTEWATER The District will ^'urnish, install, operate, and
maintain at its expense the necessary equipment and devices of standard type required for measuring
properly all Wastewater discharged into the District's Treatment Systen^ by each Contracting Party,
respectively, under the Treatment Contracts. Such meters and other lequipment shall remain the
property ofthe District. Each Contracting Party shall have access to suGh metering equipment at all
9
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reasonable times for inspection and examination, but the reading, calibration, and adjustment thereof
shall be done only by employees or agents of the District in the presence of a representative of the
affected Contracting Party or Parties if requested by such Contracting Party or Parties. All readings
of meters will be entered upon proper books of record maintained by the District. Upon written
request any Contracting Party may have access to said record books during reasonable business
r
j

hours. Not more than three times in each year of operation, the District shall calibrate its meters, if
requested in writing by the affected Contracting Party or Parties to do so, in the presence of a
representative of such Contracting Party or Parties, and such parties shall jointly observe any
adjustments which are made to the meters in case any adjustment is found to be necessary. If, for any
reason, any meters are out of service or out of repair, or if, upon any test, the percentage of
inaccuracy of any meter is found to be in excess of five (5%) per cent, registration thereof shall be
corrected for a period of time extending back to the time when such inaccuracy began, if such time

•

is ascertainable, and ifnot ascertainable, then for a period extending back one-half (1/2) of the time
elapsed since the date of the last calibration, but in no event further back than a period of six (6)
months. Any Contracting Party may, at its option and its own expense, install and operate a check
meter to check each meter installed by the District, but the measurement for the purpose of this
agreement shall be solely by the District's meters, except as in this Section specifically provided to
the contrary. All such check meters shall be of standard make and shall be subject at all reasonable
times to inspection and examination by any employee or agent of the District, but the reading,
calibration, and adjustment thereof shall be made only by the Contracting Party or Parties, except
during any period when a check meter may be used under specific written consent by the District for
measuring the amount of Wastewater delivered into the Treatment System, in which case the reading,

10
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calibration, and adjustment thereof shall be made by the District with like effect as if such check meter
or meters had been furnished or installed by the District.
Section 6.

UNIT OF MEASUREMENT. The unit of measurement for Wastewater

discharged into the Interceptor System and the Treatment System shall be 1,000 gallons, U. S.
^,.

Standard Liquid Measure.
Section 7. LIABILITYFORDAMAGES AND RESPONSIBILITYFORWASTEWATER;
TITLE TO WASTEWATER. Liability for damages arising from the transportation, delivery,
reception, treatment, and/or disposal of all Wastewater discharged into the Interceptor System
hereunder shall remain in each Contracting Party to its Point or Points of Entry, respectively, into the
Interceptor System, and title to such Wastewater shall be in such Contracting Party to such Point or
Points, and upon passing through Points of Entry liability for such damages and title to such
Wastewater shall pass to the District. As between the District and each Contracting Party, each party

• agrees, to the full extent permitted by law, to indemnify and to save and hold the other party harmless
from any and all claims, demands, causes of action, damages, losses, costs, fines, and expenses,
{

including reasonable attorney's fees, which may arise or be asserted by anyone at any time on account
of the transportation, delivery, reception, treatment, and/or disposal while title to the Wastewater is
in such party, or on account of a prohibited discharge by a Contracting Party. The District has the

responsibility as between the parties for the proper reception, transportation, treatment, and disposal
of all Wastewater discharged into the Interceptor System, but not for prohibited discharges
discharged by any party at any Point ofEntry. The District has the right as between the parties to the
reuse of all Wastewater discharged into the Interceptor System.

11
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Section 8. OTHER CONTRACTS. (a) The District reserves the right to enter into contracts
to provide the Wastewater transportation services of the Interceptor System to

Additional

Contracting Parties under contracts similar to this Contract, subject to the requirements concerning
"minimums" and other matters as hereinafter provided; provided, however, that prior to or
concurrently with becoming an Additional Contracting Party under this Contract such party must
enter into a Treatment Contract with the District in connection with the Treatment System. Each

contract with any Additional Contracting Party shall comply with the requirements of this Contract,
shall substantially restate the essential provisions ofthis Contract, and shall be structured to be similar
hereto to the fullest extent applicable and practicable, with such additions or changes as are necessary
to meet the actual circumstances, with the effect that each Additional Contracting Party will
substantially adopt the provisions of this Contract, as supplemented and necessarily changed by its
contract. However, the District shall not obligate itself to receive Wastewater into the Interceptor
• System from any future Additional Contracting Party if, in the judgment and discretion of the District,
such obligation would jeopardize the District's ability to meet its obligation to receive and transport
Wastewater discharged into the Interceptor System by prior Contracting Parties.

(b)

Notwithstanding the foregoing a party may become an Additional Contracting Party

only in the following manner and under the following conditions:
(i)

A formal request must be submitted to the District by the proposed

Additional Contracting Party furnishing information on the area to be served, a
description of existing facilities, and the latest annual audit of such proposed
Additional Contracting Party's waterworks and/or sewer systems, if any.

(ii)

Such proposed Additional Contracting Party must provide funds for

any necessary engineering studies if funds are not available therefor from the
appropriate Federal or State agencies. The preliminary studies must determine or
estimate, for the ensuing five year period, the size and type of any proposed
improvements, enlargements, or extensions to the Interceptor System to serve such
Additional Contracting Party, their estimated cost, and estimated flows of
Wastewater, so as to enable the District to ascertain or estimate the requirements of
the proposed Additional Contracting Party for the ensuing five year period.

(iii)

After all preliminary data is developed, the Board of Directors of the

District shall call for a hearing on the matter and notify all Contracting Parties to
review the request of the proposed Additional Contracting Party. The Board of
Directors of the District then shall determine if the proposed Additional Contracting
•

Party should become an Additional Contracting Party. If so determined, the Board
of Directors then may authorize the District to enter into the required contract with
such Additional Contracting Party as provided in this Contract, and may authorize any
Bonds required in connection with such Additional Contracting Party.
(iv)

Each such contract with an Additional Contracting Party must provide

for minimum payments under its contract, on the basis of estimated annual minimum
flows into the District's Treatment System, that would provide amounts annually at
least sufficient, as determined by the District, to pay that portion of the annual
Operation and Maintenance Component of the Annual Requirement which is
attributable to that part of the Interceptor System provided by the District to serve
such Additional Contracting Party, and to pay that portion of the Bond Service

•
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Component of each Annual Requirement attributable to Bonds issued within five
years from the date of such contract to acquire or improve any new and additional
facilities for the Interceptor System to serve in whole or in part such Additional
Member City, plus a percentage of the Bond Service Component of each future
Annual Requirement for all then outstanding Bonds equal to the then estimated
percentage of use by such proposed Additional Contracting Party of any portion of
the then existing Interceptor System.
(c)

It is further recognized and agreed that in the future the District may provide

services of the Interceptor System to parties which are not Additional Contracting Parties,
provided that all such services of the Interceptor System to parties which are not Additional
Contracting Parties shall in 'all respects be subordinate to the prior rights of the Contracting
i,
^•

Parties, and all contracts or other arrangements relating to such services shall recognize, and be
made subordinate to, such prior rights.
Section 9. FISCAL PROVISIONS. ( a) Subject to the terms and provisions of this
Contract, the District will provide and pay for the cost of the acquisition and construction of all
Interceptor System facilities, by using its best efforts to issue its Bonds in amounts which will be
sufficient to accomplish such purposes, and the District will own and operate the Interceptor
System. It is acknowledged and agreed that payments to be made under contracts with the
Contracting Parties will be the basic source available to the District to provide the Annual
Requirement, and that, in compliance with the District's duty to fix and from time to time revise
the rates of compensation or charges for services of the Interceptor System rendered and made
available by the District, the Annual Requirement will change from time to time, and that each
I
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such Annual Requirement shall be allocated amongthe Contracting Parties as hereinafter provided,
and that the Annual Requirement for each Annual Payment Period shall be provided for in each
Annual Budget and shall at all times be not less than an amount sufficient to pay or provide for the
payment of
(A)

An "Operation and Maintenance Component" equal to the amount paid or payable
for all Operation and Maintenance Expenses of the Interceptor System; and

(B)

A "Bond Service Component" equal to:

(1)

the principal of, redemption premium, if any, and interest on, its Bonds, as
such principal, redemption premium, if any, and interest become due, less
interest to be paid out of B ond proceeds or from other sources ifpermitted
by any Bond Resolution, and all amounts required to redeem any Bonds
prior to maturity when and as provided in any Bond Resolution; and

•

(2)

the proportionate amount of any special, contingency, or reserve funds
required to be accumulated and maintained by the provisions of any Bond
Resolution; and

(3)

any amount in addition thereto sufficient to restore any deficiency in any
of such funds required to be accumulated and maintained by the provisions
of any Bond Resolution.

Section 10. ANNUAL BUDGET. Each Annual Budget for the Interceptor System shall
always provide for amounts sufficient to pay the Annual Requirement. On or before July 1 of each
fiscal year during the term of this Contract the District shall furnish to each Contracting Party a
preliminary estimate of the Annual Payment required from each Contracting Party for the next
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following Annual Payment Period. Not less than forty days before the commencement of each
such Annual Payment Period under this Contract the District shall cause to be prepared as herein
provided its preliminary budget for the Interceptor System for the next ensuing Annual Payment
Period, which budget shall specifically include the Operation and Maintenance Component and the
Bond Service Component. A copy of such prelimi.nary budget shall be filed with each Contracting
Party together with an estimated schedule of monthly payments to be made by each Contracting
Party. The preliminary budget shall be subject to examination, at reasonable times during business
hours, at the office of the City Secretary of each Contracting Party. If no protest or request for
a hearing on such preliminary budget is presented to the District within thirty days after such filing
of the preliminary budget by one or more Contracting Parties or by the owners of a minimum of
25% in principal amount of the B onds then outstanding, the preliminary budget for the Interceptor
System shall be considered for all purposes as the "Annual Budget" for the next ensuing Annual
• Payment Period. But if protest or request for a hearing is duly filed, it shall be the duty of the
District to fix the date and time for a hearing on the preliminary budget, and to give not less than
ten days notice thereof to the Contracting Parties. An appropriate Committee of the District shall
consider the testimony and showings made in such hearing and shall report its findings to the
Board of Directors of the District. The Board of Directors may adopt the preliminary budget or
make such amendments thereofas to it may seem proper. The budget thus approved by the Board
of Directors of the District shall be the Annual Budget for the next ensuing Annual Payment
Period. The Annual Budget may be amended by the District at any time to transfer from one
division thereof to another funds which will not be needed by such division. The amount for any
division, or the amount for any purpose, in the Annual Budget may be increased through formal
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action by the Board of Directors of the District even though such action might cause the total
amount of the Annual Budget to be exceeded; provided that such action shall be taken only in the
event of an emergency or special circumstances which shall be clearly stated in a resolution at the
time such action is taken by the Board of Directors. Certified copies of the amended Annual
Budget and resolution shall be filed immediately by the District with each Contracting Party.

Section 11. PAYMENTS BY CONTRACTING PARTIES. ( a) For the Wastewater
transportation services to be provided to the Contracting Parties under this Contract, each of the
Contracting Parties agrees to pay, at the time and in the manner hereinafter provided, its
proportionate share ofthe Annual Requirement, which shall be determined as herein described and
shall constitute a Contracting Partys Annual Payment. Each of the Contracting Parties shall pay
its part of the Annual Requirement for each Annual Payment Period directly to the District, in
monthly installments, on or before the 10th day of each month, commencing the month following
the month in which theDistrictfirstmakes Wastewatertransportation services available to Prosper
from the Interceptor System, in accordance with the schedule of payments finished by the
District, as hereinafter provided.
(b) For each Annual Payment Period each Contracting Party's proportionate share of the
Annual Requirement shall be a percentage obtained by dividing the number of gallons of
contributing flow of Wastewater estimated to be discharged into the District's Treatment System
by such Contracting Party pursuant to the Treatment Contracts during such Annual Payment
Period, as determined by the District after consultation with such Contracting Party, by the

aggregate total number ofgallons of contributing flow of Wastewater estimated to be discharged
into the District's Treatment System by all Contracting Parties pursuant to the Treatment
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Contracts during such period, as determined by the District after consultation with all of the
Contracting Parties. All such payments for each Annual Payment Period shall be made in
accordance with a written schedule ofpayments forthe appropriate Annual Payment Period which
will be supplied to each of the Contracting Parties by the District. At the close of each Annual
Payment Period the District shall determine the actual metered number of gallons of contributing
flow of Wastewater discharged into the District's Treatment System by each Contracting Party
pursuant to the Treatment Contracts during said period and determine each Contracting Party's
actual percentage ofthe Annual Requirement by dividing such Contracting Party's actual metered
contributing flow into the Treatment System by the actual metered contributing flow of all

.

Contracting Parties into the Treatment System.

Each Contracting Party's Adjusted Annual

Payment shall be calculated by multiplying each such ContractingParty's redetermined percentage
times the actual Annual Requirement. The difference between the amounts which actually have
• been paid by each Contracting Party and the amounts actually due from such Contracting Party
hereunder shall be applied as a credit or a debit to such Contracting Party's account with the
District and shall be credited or debited to such Contracting Party's next monthly payment or
payments, or as otherwise agreed between the District and the affected Contracting Party,
provided that all such credits and debits shall be made in a timely manner not later than the end
of the next following Annual Payment Period.
(c) Notwithstanding the provisions of (b), above, and as an exception thereto, it is agreed
that if, during any Annual Payment Period, the estimated and/or actual metered contributing flow
of Wastewater into the District's Treatment System of any Contracting Party pursuant to the
Treatment Contracts is, for any reason whatsoever, less than the minimum amount hereinafter
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prescribed and provided for it, such Contracting Party shall pay its share of each Annual
Requirement as if its estimated and/or actual metered contributing flow of Wastewater into the
District's Treatment System pursuant to the Treatment Contracts were such minimum amount.
However, if such Contracting Party's estimated and/or actual metered contributing flow of
Wastewater into the District's Treatment System is equal to orin excess of such minimum amount,
its share of all of each Annual Requirement shall be calculated on the basis of estimated and actual
contributing flow asprovided in (b), above. All contracts with Additional Contracting Parties shall
provide for equitable minimums similar to those provided for below. Such minimums shall be
fixed in amounts as required by Section 8(b) hereof, as determined by the District, and also shall
be at least sufficient, as determined by the District, to assure an initial annual payment by such
Additional Contracting Party for not less than the amount of its estimated contributing flow of
Wastewater into the District's Treatment System during the first year of service under such

•

contract. For the purpose of calculating the minimum percentage of each Annual Requirement for
which each Contracting Party is unconditionally liable, without offset or counterclaim

(also see

Section 14 hereof), the contributing flow of Wastewater into the District's Treatment System of
each Contracting Party pursuant to the Treatment Contracts, during each Annual Payment Period,
shall be deemed to be not less than the minimum amount (regardless of whether or not such
amount was actually discharged into the District's Treatment System pursuant to the Treatment
Contracts) specified for such Contracting Party as follows:
City of Allen:

1,810,000 gallons per day

City ofMcKinney-

2,000,000 gallons per day

City of Plano:
City of Richardson:

11,570,000 gallons per day
2,000,000 gallons per day
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City of Frisco:

600,000 gallons per day

City of Princeton:

500,000 gallons per day

Town of Prosper
(d)

1,455,000 gallons per day

Notwithstanding the foregoing, the Annual Requirement, and each Contracting

Party's share thereofshall be redetermined, after consultation with each ofthe Contracting Parties,
at any time during any Annual Payment Period, to the extent deemed necessary or advisable by
the District, if.
(i)

The District commences furnishing services of the Interceptor System to an
Additional Contracting Party or Parties;

(ii)

Unusual, extraordinary, or unexpected expenditures for Operation and
Maintenance Expenses are required which are not provided for in the District's
Annual Budget for the Interceptor System or in any Bond Resolution;

('iii)

Operation and Maintenance Expenses are substantially less than estimated;

(iv)

The District issues Bonds which require an increase in the Bond Service
Component of the Annual Payment; or

(v)

The District receives either significantly more or significantly less revenues or
other amounts than those anticipated.

(e)

During each Annual Payment Period all revenues received by the District from

providing services ofthe Interceptor System to parties which are not Contracting Parties, shall (i)
first be credited to the Operation and Maintenance Component of the Annual Requirement, and
(ii) then any remainder credited to the Bond Service Component ofthe Annual Requirement, with
the result that such credits under (i) and (ii), respectively, shall reduce, to the extent of such
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credits, the amounts of such Components, 'respectively, which otherwise would be payable by the
Contracting Parties pursuant to the method prescribed in (b) and (c), above. The District may
estimate all such credits which it expects to make during each Annual Payment Period in
calculating each Annual Payment.
(f)

Each Contracting Party hereby agrees that it will make payments to the District

required by this Section on or before the 1 Uth day of each month of each Annual Payment Period.
If any Contracting Party at any time disputes the amount to be paid by it to the District, such
complaining party shall nevertheless promptly make such payment or payments, but if it is
subsequently determined by agreement or court decision that such disputed payments made by
such complaining party should have been less,
or more, the District shall promptly revise and

reallocate the charges among all Contracting Parties in such manner that such complaining

party

will recover its overpayment or the District wil recover the amount due it. All amounts due and
owing to the District by each Contracting Party or due and owing to any Contracting Party by the
^3' Y
District shall, if not paid when due, bear interest at the rate of ten (10) percent per annum from
{

the date when due until paid. The District shall, to the extent permitted by law, discontinue the
services of the Interceptor System to any Contracting Party which remains delinquent in any

payments due hereunder for a period of sixty days, and shall not resume such services while such
Contracting party is so delinquent. It is further provided and agreed that if any Contracting party
should remain delinquent in any payments due hereunder for a period of one hundred twenty days,
and ifsuch delinquency continues during any period thereafter, such Contracting party-s Minimum
amount of gallons of Wastewater specified and described in (c), above, shall be deemed to have
been zero gallons during all periods of such delinquency, for the purpose of calculating and
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redetermining the percentage of each Annual Payment to be paid by the non-delinquent
Contracting Parties, and the District shall redetermine such percentage on that basis in such event
so that the non-delinquent Contracting Parties collectively shall be required to pay all of the
Annual Requirement. However, the District shall pursue all legal remedies against any such
delinquent Contracting Party to enforce and protect the rights of the District, the other
Contracting Parties, and the owners ofthe Bonds, and such delinquent Contracting Party shall not
be relieved of the liability to the District for the payment of all amounts which would have been
due hereunder, in the absence of the next preceding sentence. It is understood that the foregoing
provisions are for the benefit of the owners of the Bonds so as to insure that all of the Annual
Requirement will be paid by the non-delinquent Contracting Parties during each Annual Payment
Period regardless of the delinquency of a Contracting Party. If any amount due and owing by any
Contracting Party to the District is placed with an attorney for collection, such Contracting Party
• shall pay to the District all attorneys fees, in addition to all other payments provided for herein,
including interest.
(g)

If, during any Annual Payment Period, any Contracting Party's Annual Payment is

redetermined in any manner as provided or required in this Section, the District will promptly
furnish such Contracting Party with an updated schedule of monthly payments reflecting such
redetermination.
Section 12. SPECIAL PROVISIONS. (a) The District
will continuously operate and

maintain the Interceptor System in an efficient manner and in accordance with good business and
engineering practices, and at reasonable cost and expense.
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(b)
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The District agrees to carry fire, casualty, public liability, and other insurance on

the Interceptor System for purposes and in amounts
which ordinarily would be carried by a
privately owned utility company owning and

operating such facilities, except that the District shall

not be required to carry liability insurance except to insure

itself against risk ofloss due to claims

forwhich it can, in the opinion ofthe District's legal counsel,

be liable under the Texas Tort Claims

Act or any similar law or judicial decision. Such insurance will provide, to the extent feasible and
practicable, for the restoration of damaged or destroyed properties and equipment, to minimize
the interruption of the services of such facilities. All premiums for such insurance shall constitute
an Operation and Maintenance Expense of the Interceptor System.
(c)

It is estimated that the Interceptor System will be placed in operation as soon as

practicable. It is expressly understood and agreed, however, that any obligations on the part of
the District to acquire, construct, complete, and/orimprove the Interceptor System and to provide
the services ofthe Interceptor System to the Contracting Parties shall be (i) conditioned upon the
District's ability to obtain all necessary permits, material, labor, and equipment, and upon the
ability of the District to finance the cost of the Interceptor System through the actual sale of the
District's Bonds and (ii) subject to all present and future valid laws, orders, rules, and regulations
ofthe United States ofAmerica, the State of Texas, and any regulatory body having jurisdiction.
(d)

The District shall never have the right to demand payment by any Contracting Party

of any obligations assumed by it or imposed on it under and by virtue of this Contract from funds
raised or to be raised by taxes, and the obligations under this Contract shall never be construed
to be a debt of such kind as to require any of the Contracting parties to levy and collect a tax to
discharge such obligation.
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(e)

Each of the Contracting Parties, respectively, has represented and covenanted or

hereby represents and covenants that all payments, including indemnity payments, to be made by
it under this Contract shall constitute reasonable and necessary "operating expenses" of its
combined waterworks and sewer system, as defined in Section 30.030, Texas Water code, as
amended, and Section 1502.056, Texas Government Code (formerly, Vernon's Ann. Tex. Civ. St.
Article 1113), and that all such payments will be made from the revenues
of its combined
waterworks and sewer system. Each of the Contracting Parties, respectively, has represented or
determined or hereby represents and has determined that the services to be provided by the
Interceptor System are absolutely necessary and essential to the present and future operation of
its combined water and sewer system, and that the Interceptor System constitutes the reasonable
and necessary method for transporting its Wastewater into the District's Treatment System, and,
accordingly, all payments required by this Contract to be made by each Contracting Party shall
^•

constitute reasonable and necessary operating expenses of its combined water and sewer system
as described above, with the effect that the obligation to make such payments from revenues of
such combined water and sewer system shall have priority over any obligation to make any
payments from such revenues ofprincipal, interest, or otherwise, with respect to all bonds or other
obligations heretofore or hereafter issued by such Contracting Party.
(fl

Each of the Contracting Parties has agreed or hereby agrees throughout the term

ofthis Contract to continuously operate and maintain its combined waterworks and sewer system
and to fix and collect such rates and charges for water and sewer services and/or sewer services
to be supplied by its combined waterworks and sewer system as aforesaid as will produce revenues
in an amount equal to at least (i) all of the expenses of operation and maintenance expenses of
such system, including specifically its payments under this Contract, and (ii) all other amounts as
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required by law and the provisions of the ordinances or resolutions authorizing its revenue bonds
or other obligations now or hereafter outstanding, including the amounts required to pay all
principal of and interest on such bonds and other obligations.
Section 13. FORCE MAJEURE. If by reason of force majeure any party hereto shall be
rendered unable wholly or in part to carry out its obligations under this Contract, other than the
obligation of each Contracting Party to make the payments required under Section 11 of this
Contract, then if such party shall give notice and fult particulars of such force majeure in writing
to the other parties within a reasonable time after occurrence of the event or cause relied on, the
obligation of the party giving such notice, so far as it is affected by such force majeure, shall be
suspended during the continuance of the inability then claimed, but for no longer period, and any
such party shall endeavor to remove or overcome such inability with all reasonable dispatch. The
term "Force Majeure" as employed herein shall mean acts of God, strikes, lockouts, or other
• industrial disturbances, acts of public enemy, orders of any kind of the Government of the United
States or the State of Texas, or any Civil or military authority, insurrection, riots, epidemics,
landslides, lightning, earthquake, fires, hurricanes, storms, floods, washouts, droughts, arrests,
restraint of government and people, civil disturbances, explosions, breakage or accidents to
machinery, pipelines or canals, partial or entire failure ofwater supply, or on account of any other
causes not reasonably within the control of the party claiming such inability.

Section 14. UNCONDITIONAL OBLIGATION TO MAKEPAyMENTS.
Recognizing
the fact that the Contracting Parties urgently require the facilities and services of the Interceptor
System, and that such facilities and services are essential and necessary for actual use and for
standby purposes, and recognizing the fact that the District will use payments received from the
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