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PUC DOCKET NO.

APPEAL OF M.E.N. WATER
SUPPLY CORPORATION, ANGUS
WATER SUPPLY CORPORATION,
CHATFIELD WATER SUPPLY
CORPORATION, CORBET WATER
SUPPLY CORPORATION, AND
CITY OF KERENS TO REVIEW
THE 2014 WHOLESALE WATER
RATE INCREASE OF THE CITY OF
CORSICANA, TEXAS

BEFORE THE

PUBLIC UTILITY COMMISSION

L LT LI S LD LI L LD L LN

OF TEXAS

NAVARRO COUNTY WHOLESALE RATEPAYERS®’ PETITION
TO APPEAL WATER RATES AND REQUEST FOR INTERIM RATES

NOW COMES M.E.N. Water Supply Corporation, Angus Water Supply Corporation,
Chatfield Water Supply Corporation, Corbet Water Supply Corporation, and the City of Kerens,
Texas (the “Ratepayers”), Petitioners, and file this Petition challenging the City of Corsicana, Texas’
(“Corsicana” or the “City”) latest increase to its wholesale water rates, effective in late 2014. The
Ratepayers protest Corsicana’s latest wholesale rate increase pursuant to TEX. WATER CODE
§ 13.043(f), and request that the Public Utility Commission establish interim rates to ;;th 1@ éffept
until a final decision is made, pursuant to TEX. WATER CODE § 13.043(h), 16 TEX. ;\DM]I:IJCODE
§ 24.29, and 16 TEX. ADMIN. CODE § 24.41. In support of this Petition and request fqr interim rat"es;

=

the Ratepayers respectfully show as follows: , A

I. Parties
1. The Ratepayers include:
(1)  M.E.N. Water Supply Corporation (Certificate of Convenience and Necessity
(“CCN”) No. 10748, Public Water System Identification (“PWS ID”) No.
1750015);

2) Angus Water Supply Corporation (CCN No. 11171; PWS ID No. 1750010);



(3)  Chatfield Water Supply Corporation (CCN No. 11086; PWS ID No.
1750012);

4 Corbet Water Supply Corporation (CCN No. 12278; PWS ID No. 1750013);
(5)  City of Kerens (CCN No. 10995; PWS ID No. 1750005); and
2. Corsicana is a home rule city, and is a political subdivision of the State of Texas.
I1. Background

3. The Ratepayers, comprised of 4 water supply corporations and 1 municipality, are
wholesale customers of Corsicana and have received state-owned surface water from Corsicana
pursuant to various wholesale water supply contracts with Corsicana. However, the rates Corsicana
charges its wholesale contract customers were not set pursuant to terms included in those contracts
even though those same contracts stipulate that purchasers may not acquire water from any other
source without substantial penalty. See Exhibit A.

4. Corsicana receives its water through a contract with the Trinity River Authority
(“TRA”) which supplies surface water from Navarro Mills Reservoir, and also has surface water
rights in Lake Halbert and the Richland Chambers Reservoir. The City’s original contract with TRA
was executed on June 30, 1959 and was modified on January 3, 1961 and August 17, 1965. See
Exhibit B, TRA contracts with the City.

5. Corsicana sells the water it receives from TRA to retail customers located within its
city limits, and to wholesale customers located in Navarro County. Corsicana’s original contracts
with its wholesale customers provided for declining block rates, where the unit price goes down as
the amount of water purchased increases. Then, Corsicana began charging a flat volumetric rate for
water to both its retail and wholesale customers, and did so until 2008.

6. In 2009, Corsicana unilaterally implemented an inclining block rate structure modeled

on a typical residential customer’s consumption profile. That rate increase provided rates of $3 per
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1,000 gallons for usage from 1,000 to 10,000 gallons, $3.15 per 1,000 gallons from 10,000 to 25,000
gallons, and $3.25 per 1,000 gallons for usage above 25,000 gallons. The Ratepayers each purchase
over 1,000,000 gallons of water per month from Corsicana. That means that the Ratepayers pay the
highest rate, or $3.25 per 1,000 gallons, on over 99% of the water they buy. Conversely, Corsicana’s
average residential customers use 6,000 gallons per month and therefore pay only the lowest rate,
or $3 per 1,000 gallons. Thus, this rate structure effectively results in separate rates for Corsicana’s
low volume customers, who pay the lowest rate for the vast majority of the water they buy, and
Corsicana’s high volume customers like the Ratepayers, who pay the highest rate for almost all of
the water they buy.

7. Moreover, the standard contract between the Ratepayers and Corsicana requires that
while Corsicana has the right to revise its rates, Corsicana may only charge the “minimum inside city
retail water rate” to the Ratepayers. However, under the 2009 Rate Increase, the Ratepayers pay the
maximum inside city retail water rate on more than 99% of the water they buy.

8. Therefore, the Ratepayers appealed the 2009 Rate Increase. That appeal is currently
pending at the First Court of Appeals.

9. Pursuant to a letter dated September 9, 2014, the Ratepayers received notice of
Corsicana’s intent to increase its municipal water rates. The version of that letter sent to M.E.N.
Water Supply Corporation is attached hereto as Exhibit C. It reflects that on September 8, 2014,
at a Corsicana City Council meeting, the Corsicana City Council adopted another unilateral
wholesale water rate increase (the “2014 Rate Increase”). A copy of the schedule of fees and costs
for the 2014 Rate Increase is attached hereto as Exhibit D. Like the 2009 Rate Increase, the 2014
Rate Increase provides for inclining block rates modeled on the residential consumption profile. The

2014 Rate Increase provides for volumetric rates of $3.45 per 1,000 gallons from 1,000 to 10,000
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gallons of usage in a month, $3.60 per 1,000 gallons for usage between 10,000 and 25,000 gallons
per month, and $3.70 per 1,000 gallons for usage above 25,000 gallons.

10.  Thus, the 2014 Rate Increase is not only a discriminatory rate increase that forces the
high volume wholesale customers to pay rates higher than Corsicana’s retail customers, but also
violates the standard contract between the parties that requires the Ratepayers to be charged the
“minimum inside city retail water rate.”

11.  Coriscana’s City Council revises wholesale water rates by ordinance. The Ratepayers
with contracts to purchase wholesale water from Corsicana are subject to the rates set by City
Council. The Ratepayers have no practical alternative source of water due to insufficient alternative
water supplies, and have no economically feasible recourse to purchase water elsewhere, even if it
were available, because of the penalties Corsicanna would impose.

III. Jurisdiction

12.  TheRatepayers invoke the Public Utility Commission of Texas’ (the “Commission”
or “PUC”) wholesale rate-review jurisdiction pursuant to Texas Water Code Chapter 13. The
increased rates that the City of Corsicana is now charging its wholesale water customers pursuant
to their respective contracts are not just or reasonable, are discriminatory to the wholesale customers
and preferential to Corsicana’s residential customers, and adversely affect the public interest.

13.  TheRatepayers challenge Corsicana’s “Wholesale Contract Customers” water rates
pursuant to TEX. WATER CODE § 13.043(f), because the Public Utility Commission possesses the
authority to adjust wholesale water rates charged by political subdivisions of the state to other retail
public utilities.

14.  TheRatepayers, who are all retail public utilities, have timely challenged Corsicana’s
decision affecting the amount they pay for water. A petitioner must institute a rate challenge under

TEX. WATER CODE § 13.043(f) within 90 days after the date of receipt of notice of the decision
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affecting rates is received from the provider of water. The Ratepayers received notice of Corsicana’s
decision affecting the wholesale contract customer rate after Corsicana mailed a notice letter dated
September 9, 2014. See Exhibit C.

A. Referral to SOAH

15. The Ratepayers request referral to the State Office of Administrative Hearings
(“SOAH”) under Texas Water Code Chapter 13. The Ratepayers further request referral directly to
a cost-of-service ratemaking proceeding as required by 16 TEX. ADMIN. CODE § 24.131.

B. No Public Interest Hearing is Required

16.  Therules for wholesale rate appeals are set forth in 16 TEX. ADMIN. CODE §§ 24.128-
24.138 (“Rate Appeal Rules”). Those rules set up two tracks for petitions challenging wholesale
water rates. See, 16 TEX. ADMIN. CODE §§ 24.131(b)-(d). The two-track rate appeal rules were
intended to square a state agency’s authority to review and set wholesale water and sewer rates “with
the argument that commission review interferes with a constitutional right of contract,” protected
by TEX. CONST. art. I, § 16.!

17. Under the Rate Appeal Rules, petitions to review contractual rates — rates set by the
terms of parties’ agreement — are referred to SOAH for a preliminary “evidentiary hearing on public
interest.” 16 TEX. ADMIN. CODE § 24.131(b). The requirement of a public interest hearing in such
cases is intended to prevent the unconstitutional impairment of the parties’ contract, where the rate
is an agreed-upon element of their agreement.

18.  Appeals of non-contractual rates — rates not set by the parties’ agreement — are
referred directly to SOAH for “an evidentiary hearing on the rate.” 16 TEX. ADMIN. CODE
§ 24.131(c).

19. Corsicana’s wholesale commercial contract rate under the 2014 Rate Increase (and

! 19 Tex. Reg. 6227.
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under the 2009 Rate Increase) is not a rate set by the Ratepayers’ contracts with Corsicana. It is,
instead, a non-contractual municipal utility rate. Itis the product of Corsicana’s authority to set rates
as granted by its Code of Ordinances. Moreover, the Ratepayers’ contracts with Corsicana require
Corsicana to charge the “minimum inside city retail water rate” to the Ratepayers. See Exhibit A.
But under the 2014 Rate Increase, Corsicana is charging the maximum inside city retail water rate
for almost all of the water purchased by the Ratepayers.

20.  As a result, Corsicana’s wholesale commercial contract rate is not subject to the
requirement of a public interest hearing under the Rate Appeal Rules.

21.  Because Corsicana’s wholesale commercial contract rate is not set by contract, 16
TEX. ADMIN. CODE § 24.131(c) requires that this case be referred to SOAH for “an evidentiary
hearing on the rate.”

IV. The Rate Increase Adversely Affects the Public Interest and the Rates Charged are not
Just and Reasonable and are Discriminatory

22, If the Commission determines that a public interest hearing is required, then the
Ratepayers will show that Corsicana’s rate increase adversely affects the publicinterest. Corsicana’s
“Wholesale Contract Customers” water rates are an abuse of monopoly power, unreasonably
preferential, prejudicial, or discriminatory, inequitable and inconsistent in application, and not just
and reasonable.

23.  The Ratepayers are required by contract with Corsicana to pay wholesale water rates
set by the City Council, which by contract is required to be the same as the “minimum inside city
retail water rate.” However, the 2014 Rate Increase is an inclining block volumetric rate, creating
a situation where wholesale purchasers actually pay more than all (or substantially all) of the City’s
retail customers, which is the opposite of ordinary retail/wholesale pricing.

24.  The 2014 Rate Increase is a discriminatory rate increase because it results in — and
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was intentionally designed by Corsicana to result in — its own residents paying lower rates and the
out of city wholesale customers paying higher rates without any valid justification.

25.  Corsicana transfers revenue from its water utilities fund to a Utility Fund, which
Corsicana uses to operate both its water and wastewater utilities. The Ratepayers do not receive any
wastewater service from Corsicana. Therefore, any water revenues used to make up budget shortfalls
in Corsicana’s sewer utility result in the Ratepayers paying Corsicana for a service they do not
receive. With its tiered, volumetric rate charging wholesale customers a higher water rate than its
retail customers, out-of-city wholesale customers are funding Corsicana’s wastewater utility via the
City’s water utility.

26.  Because the rates are set by the unilateral action of City Council, wholesale water
customers have no option but to pay the increases that Corsicana mandates, thereby subsidizing the
City’s wastewater utility.

27.  The 2014 Rate Increase reflects Corsicana’s abuse of monopoly power. The
Ratepayers are required to receive 100% of their water needs from Corsicana, and are unable to
obtain water from the Trinity River Authority (the major water supplier in the area) because of
Corsicana’s interference. Corsicana’s water supply contracts with wholesale purchasers require that
the City must be their sole water provider or else pay substantial penalties. That contractual provision
and the actual lack of an alternative source of water gives Corsicana disparate bargaining power over
the Ratepayers.

28.  Corsicana’s abuse of monopoly power is further demonstrated by its failure to
reasonably identify the changed conditions that are the basis for its latest rate increase. Even if the
cost to operate Corsicana’s water utility have increased (and Corsicana has not demonstrated that

they have), increased costs systemwide do not justify a discriminatory rate increase that charges
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wholesale customers more than retail customers.

29.  The2009 Rate Increase changed the computation of Corsicana’s rates from a flat rate
to an inclining block rate. The 2009 Rate Increase is still on appeal and thus has not been finally
upheld as a just, reasonable and nondiscriminatory rate increase. The 2014 Rate Increase continues
the same discriminatory inclining block rate structure.

30.  An inclining block rate structure based on a residential consumption profile, with
break points at 10,000 and 25,000 gallons per month, does not encourage water conservation by
wholesale customers who buy millions of gallons per month. It is impossible for the wholesale
customers to conserve enough water to avoid paying the highest tier rate charged for consumption
over 25,000 gallons per month.

31.  Corsicana has abused its monopoly power because the Ratepayers’ retail water rates
to their customers will far exceed those of Corsicana’s retail water rates to its own customers, as the
Ratepayers pay more than Corsicana’s retail water rates before having to add their own overhead
costs.

32.  Corsicana’s water rates are: unreasonably preferential, prejudicial, or discriminatory,
inequitable and inconsistent in application, and not just and reasonable. They require Commission
review.

33.  Asadesignated regional water supplierin Region C, Corsicana is obligated to respect
the interests of all persons who receive water through their water system, including those living
outside their city limits who cannot vote for city council members.

34.  The Texas Water Code and the Rate Appeal Rules authorize the Public Utility
Commission to establish interim rates to be in effect until a final decision is made. TEX. WATER

CODE. § 13.043(h); 16 TEX. ADMIN. CODE §§ 24.29, 24.41. The substantial and unjustified rate
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increase imposed by Corsicana without a proper cost of service study has resulted in unjust and
unreasonable rates, an unreasonable economic hardship on the Ratepayers, and an unreasonable
economic hardship on the customers of the Ratepayers. Therefore, to alleviate this burden during
the pendency of this case, the Ratepayers request that the Commission establish interim rates at an
appropriate non-discriminatory rate. 16 TEX. ADMIN. CODE § 24.29(e)(1).
V. Prayer

WHEREFORE, PREMISES CONSIDERED, the Ratepayers pray that the Public Utility
Commission enter an Order vacating Corsicana’s unjust, unreasonable, prejudicial, preferential, and
discriminatory wholesale water rates, establish interim rates until a final decision is made, and set
final non-preferential, non-prejudicial, non-discriminatory, just and reasonable wholesale water rates
to be charged by Corsicana for the wholesale of state-owned water under its control. Further, the
Ratepayers pray for any such other and further relief to which they may show themselves legally or
equitably entitled.

Respectfully submitted,

THE TERRILL FIRM, P.C.

Byrv/%¥

Paul M. Terrill, IIT
State Bar No. 00785094
Schuyler B. Marshall
State Bar No. 24055910
810 W. 10™ Street
Austin, Texas 78701
(512) 474-9100

(512) 474-9888 (fax)

ATTORNEYS FOR PETITIONERS
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CERTIFICATE OF SERVICE

I hereby certify that on December 9, 2014, a true and correct copy of the foregoing Navarro
County Wholesale Ratepayers’ Petition to Appeal Water Rate and Request for Interim Rates, was
delivered, as specified below, to the following parties of record:

Mayor Chuck McClanahan via CM/RRR # 7108 1853 1570 0000 0286

City of Corsicana

200 North 12 Street
Corsicana, TX 75110
Séﬁuyler B. Marshall
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RESOLUTION NO. _2043

A RESOLUTION OF THE CITY COUNCIL OF THE CITY
OF CORSICANA, TEXAS AUTHORIZING A NEW WATER
PURCHASE CONTRACT WITH M.E.N. WATER SUPPLY
CORPORATION.

WHEREAS, on thel9th day of March 1963, the City of Corsicana entered into a fifty

(50) year contract for the sale and purchase of treated water with M.E.N. Water Supply
Corporation; and '

WHEREAS, M.E.N. Water Supply Corporation has deetned that the purchase of
additional water is necessary in order to comply with Texas Commission on Environmental
Quality requirements; and

WHEREAS, M.E.N. Water Supply Corporation desires to enter into a new Water

Purchase Contract for a term of thirty-eight and three-fourths (38 3/4) years and for the purchase
of a vohme not to exceed 40,000,000 gallons per month.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF CORSICANA, TEXAS, that the City of Corsicana is hereby anthorized to enter into
a contract with M.E.N. Water Supply Corporation for the purchase of additional water with a
new contract term of thirty-eight and three-fourths (38 3/4) years, thus expiring March 19, 2043,

PASSED and APPROVED majority vote of the City Council of the City of Corsicana,
Texas this 20® day of July, 2004.

C. L. Brown, Mayor

P}




WATER SUPPLY CONT B
This Water Supply Contract (the “Contract”) is sntered into s of the 20 —day of 2004 (the
“Effective Dats"), between the CITY OF CORSICANA, Texas (“Seller”) and MEN, WATHalSUPBLY
CORPORATION (“Purchaser™),

RECITALS

WHEREAS, Seller and Purchaser have heretofore eatered into that certain “Water Supply Contract” daged
March 19, 1963, as amended by documents dated December 26, 1979 and October 21, 1980 and December 6, 1984

+ and July 2, 1985 (collectively, the “Prior Contract”); and

WHEREAS, Purchaser bas requested that the Prior Contract be amended to purchase additional water from
seller; and

WHEREAS, Selier has numerous wholesalo purchaser of water, including Purchasor, wnder various
contracts and Seller desires to begln implementing a system-wide consistent rate making methodology for fair and
nog-discriminatory treatment of its wholesale custoters, including Purchaser, using accepted rate making principles
to recover the cost of providing service to said wholesale customers and;

WHEREAS, Seller and Purchaser desire to effect amendment of the Prior Contract as set forth herein ang -
to completely rostate herein the entire agreement between the partios;

NOW, THEREFORE, in considerstion of the foregoing, the mutual bepefits, covenants and agrecments

expressed herein, and other good and valuable consideration, the receipt and sufficiency of which s herehy

acknowledged, Scller agrees to furnish and Purchasar agrees to pay for potable water service upon the followin 2
terms and conditions:

ll
DE TON

Section 1.01. Defipitions. The following terms shall have the meaning assigned to them below wherever
they are used in this Contract, unless the context clearly requires otherwise:

“Additional Wholesale Customers* means any persons or entities, other than Purchaser, receiving
wholesale water service from Seller as provided in Section 2.08,

“Contract” means this Water Supply Contract batween Seller end Purchase.

“Delivery Points™ means the mutually agrecable points, more fully deseribed in Section 2.04, at whidh
Seller will deliver potable water to Purchaser.

“Effective Date” means the date on which this Contract is made, as reflected in the first sentence on the
first page of this Contract,

“Parties" means the Parties to this Coutract, the Seller and Purchager.

“Prior Contract” means the prior agreement, as amended, between Seller and Purchaser as described in the
Recitals of this Coniract.

“Purchaser” means M.EN. Water Supply Corporation.

“Purchaser's Slmlce Area” means the treatod water service area, as designated in Purchaser’s certificate
of convsaience and necessity (CCN).




“Purchaser’s System " means the potable water storage and distribution facilities of Purchasor used by
Purchaser to deliver the potable water to Purchaser’s customers.

“Rate Schedule” means the rates stipulated for customers, including Purchaser, in the City of Corsicana’s
Schedule of Rates, as amended or revised by Seller’s city council from time to time, but no more frequently than
amually.

“Seller” means the City of Corsicana,

“Seller’s System™ means the property and facilities owned ot used by Seller to supply, store, divert, treat,

. transport and deliver water to Purchaser and Additional Customers and all related property interests, rights,

facilities, equipment and materials including (without limitation) any appurtenances, extensions, improvements, or
additions therato and replacements thereof.

“TCEQ"” means the Texas Commission on Environmental Quality or any of its predecessor or successor
sgencies which perform substantially the same function(s).

Sectlon 1.02. Priox Contract. The Prior Contract is terminated except as noted and superseded by this
Contract.

1L

WATER SALES AND DELIVERY

Soctlon 2.01, Water Delivery. Subjoct to the terms and conditions of this Contract, Seller agrees to sell
and deliver potable water meeting the minimum applicable standards for drinking water for human consumption to

Section 2,02, Availsbility and Deliverabifity. Seller’s duty to deliver potable water yader this Contract is
subject to and limited by the availability, as determined by Seller, of Seller’s water supply and Seller’s ability to
process and deliver the potable water to Purchaser through Seller*s System. Such delivery will not be ungeasonably
withheld, Seller will impose any curtailments in potable water service equitably and in a non-discriminatory fashion
to itgelf and all its retail and wholesales customers. . '

Section 2.03. Use of Water. The ugufructory right to the water s0ld to Purchaser shall remain in Seller
until it passes through the metering oquipmeat located at the Delivery Points, at which time such usufructory right
shall transfer to Purchaser, Then, to the extent the reuse of return flows is allowed by law, the usufruetory right to
tho water shall revert back to Sellerasmasmd:aswdisehmguﬂxewmimomymmmo:mmom.
Purchaser agrees that it shall acquire no rights or title for the use of water other than those rights explicitly set forth

Section 2.04. Delivery Poipts. Initially, the Delivery Points are as follows: i) from & four inch (4”) meter
locuted in 3 meter vault approximately 150 feet southeast of the City of Corsicana’s Lake Halbett Water Treatment
Plant; and if) fram an eight inch (8”) meter locsted at the southeast comer of the intersection of FM 739 and Navarro
Road, this meter shall be billed at the rate for a throe inch (3") meter uatil usage exceeds that recommended for
three inch (3”) metor by AWWA Standards at which time billing will be set at the next standard meter size
recommended for the rate of use; and iii) from a one inch (1) meter located at FM 637 and U.S. Hwy 287, In the
future, Purchaser may request additional delivery points for the delivery of potable water under this contract, which
shall be deemed to be a part of this Contract (thereby amending this Section 2.04) if approved by Seller in writing.

Scction 2.05, Water . TheParties acknowledge and agree that Sejler i not reeponaibie for
providing water at a pressure greater than what is normally maintained at the point of connection(s) to the Seller’s
system. The Patties also acknowledge and agree that the Purchaser may utilize whatever pressure is notmally
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maintained in the Seller’s system, at the points of connection, for the movement of water herein contracted to the
first reservoir of the Purchaser, Purchaser BETCES (0 construct water storage, pumping, pressure maintensnce or other
fucilities, as required, to accommodate and provide for Purchaser’s pressure requitements, Such facilities shall be
part of Purchaser’s Systent and constructed, opergted, and maintained at Purchaser’s expense.

Section 2.06. Termination, Discon o Curtailment of Servie fication of Contract.
Notwithstanding any other provision herein to the contrary, it is specifically understood and agreed between the

neither supetior nor inferior to the obligation of Seller to provide similarly situated customers with water and to its
Additional Customers or any fature Additional Customers of Seller’s Systom. Pursuant to such understanding, the
parties heroby agres that if it is over reasonably determined by Seller during the term of this Contract that it is unable
to adequately provide water to its customers because of an emergency or shortage of water supply, production,
trestment, storage or transportation capability in the Selfer’s System, or if Seller needs to cause tepairs to be made to
the Selles’s System to repair, replace or improve the level of water setvice to its customers, then Seller shall have the
right, after reasonable natice to the Purchaser and opportunity for consultation, to curtail or Limit service to the
Purchaser and all other customers of Selleron a reasonable, non-discriminatory basis so that all similady ejtuated
customers arg treated equally, fairly and uniformly. The Purchaser further agrees, in fimes of such etnergency or
shortage or the need for repair, replacement or improvement of the Seller’s System, to take appropriate action to
curtail or limit all usage by the Purchaser 20 that all usess of the water from both entities will be equally and
uniformly restricted and protected. Any such raeasures taken by the Purchaser will be at Jeast as stringent as those _
adopted by Seller for the Seller. Notwithatanding anything herein to the contrary, if it is ever determined by any
governimental or regulatory authority that provision of potable water by Seffer under this Contract or euttailment or
limitation of water by Seller to any of its customers is in violation of applicable law, regulation or order, then Seller,
afler reasonable notice to the Purchaser and oppoctunity for consultation, may take such action as will best effoctuate
this Costract and comply with applicable law.

Section 2.07. Resale, Purchaser agrees not to convey water purchased from Seller to any person or cutity
outside Purchaser”s Service Area, unless approved by the iste state or federal agency. For purposes of this
provision, “convey™ means to sell, trade, donate, exchange, transfer title, of contract therefor.

Section 2.08. Additionsl Customers. Seller shall have the xight to supply water to its retail customers and
to enter into written treated water supply contracts with additional wholesale customers (“Additional Wholesale
Customers™); provided, however, Seller agrees that it will not provide retail water utility service within Purchaser’s
Service Atea except to the extent that Purchaser’s Service Area is within Seller’s Service Area, In areas of dual
certification the Sefler and Pucchaser, by developing additional written agrecments, may agree to levels of service
for existing and fitture residential and industrial customers, Other wholesafe customers will be charged for water at

customers taking water at different points of delivery or under pre-existing contracts as of the Effective Date;
provided, howevee, the rates charged by Seller shall Birly allocate costs among all of Seller’s custom ers, subject to
such pre-existing coatracts as of the Effective Date.

Section 2.09. Conservation Plan, Within 120 days of the Effective Date of this Contract, Purchaser shaj]
dovelop, if it has not doae 30 already, a water conservation plan which incorporates loss reduction measures and
demand managemeat practices designed to ensure that the potable water delivered vnder this Contract is used in an
economically efficicot and environmentally sensitive manner. Purchaser's conservation plan must comply with a1)
requirements imposed by law, including (without limitation) any applicable rules of tho TCEQ, and it shall be
updated as necessary to remain compliant with such requirements, Upon request, Purchaser shall fumish a copy of
its conservation plan to Seller,

1L
METERING

Section 3,01. Instafiation; O&M. Seller shall degign, construct, install, operate aqd maintain any meter
vault(s), metering equipment, and associated appurtenances as determined by Seller, in its sofe discretion, to be
necessary to properly measure and control the quantity of water delivered to Purchaser under this Contract. Such




metering equipment shall remain the property of Seller- Purchaser shall have 8c00ss to such metering equipinent at
all reasonable times, but the reading, calibration, and adjustment of such mctering equipment shall be condicted

only by the employees or agents of Saller. Any metering equipment used under this Coatract shall measure fiow
rate within an accuracy of % 2%,

Sectign 3.02. Books and Records. For purposes of thig Contract, the original record or reading of the

Seller will give Purchaser a copy of such joural or record, of pormit Purchiaser (o have access thereto during ’
reasonable business hours in the office of Seller wherein such records are customarify kept,

Section 3.03. Calibration. At least once each calendar year, Seller shall test the calibration of the
metering equipraent Sellet installs pursuant to this Contract. By giving written notification to Selier, Purchaser may
request one additional calibration test per year to be paid for solely by Parchaser, Whea such an additional
calibration test is requested, the additional calibration test shall be conducted in the presence of an authorizad
representative of Purchaser as 500 as possible after the Seljer veceives the reqoests. Purchaser shall have the righe
to have a ropresentative present at any calibration test conducted under this Contract, snd Seller shall give Purchaser
at least forty-eight (43) hours advanced uotice before each calibration, [fa representative of Purchaser is not present
at the time set in Seller’s notice, Seller may proceed with calibration tm_and any aqiushx.lmt(s) in the absence of any

or (ii) by estimating the quantity of water delivered by deliverics during the preceding period wnder sitailar
conditions when the meter or meters were xegistering aceurately

Section 3,05. Ingress apd Eevess. Purchaser agrees to provide ingress and egress for Sellet’s employees

" and agents to install, Operats, inspect, test, and maintain facilities owned or maintained by Seller on Purchaser's

promises,

1v.
BILLING AND PAYMENY

Section 4.01. Paymests for Service. Purchaser shall pay Selter monthly for water delivered pursuant to
this Contract at prevailing rates established in Seller’s Rate Schedule. Seller’s duty to fix just, reasonable and non..
discriminatory rates is subject to Seller's obligations under any other water saje contracts existing as of the Effective
Date,

Section 4.02, Initia) Rates. At the time of the execution of this Contract, the prevailing rates under
Seller’s Rate Schedule applicable to water delivered pursuant to this Contract is a base rate of § 19870 for a four
inch (4”) meter and $.119.50 for an eight inch (8”) compound meter, (bill as a three inch (3") as in Section 204),
plus a vollfme charge of $ 2.14 per 1,000 gallons for gl] water used above the base volume allowance, which is

shall be charged when the water usage is in excess of the maximum amount agreed to be furnished by the Seller.
The Parties acknowledge and ngree that these stated rates, while provailing aq of the execution of this Contract, may

be chaaged or modified from time to time by Seller in accordance with Section 4,03 of this Contract during the time
itremains in effect. :



Section 4.03. Rate Revision. 4. Purchaser acknowledges aud agrees that Seller’s city council has the
right to revise by ordinance, from time to time and as needed, the rates charged hereunder to cover all reasonable,
actual, and expected costs jacurred by Seller to provide the potable water supply service to Seller’s customers,
Except as provided in Subsection b. below, if, during the term of this contract, Scller revises its minimum inside city
retail water rate, then such vevised rate shall likewise apply to water usage by Purchaser under this Contract.

b. Notwithstanding Subsection a., Seller may, upon giving three (3) months prior written notice to
Purchaser, fix a wholesale rate for water usage by Purchaser under this contract. Seller shall give Purchasar 2
minimum of 90 days notice of any rate revision(s). Purchaser further agrees to give Seller a minimum of ten (10)

. days written notice of intent to protest rates or any other condition of service,

¢ The Parties expressly contemplate, as a material eloment of this Contract, that Purchaser, following
notice of any rate revision (s) and in addition to all other remedies provided by law, shall bave the right to seek a
roview of any such rate revision (s) under Section 13.043, Texas Water Code, and any successor statute,

d. Except during emergencies when Seller is unable to meet all of Purchaser’s water supply needs,

from another source other than for said emergency :SW then Purchaser shall in any evaat pay Seller dwring said
Calendar year for a minimum amount of water equal to the greater of the amount of water actually delivered by
Seller to Purchaser duting each monthly billing cyole during said year calculated at fifty percent (50%) of the past ~
threo (3) years average usage.

Section 4.04. Connection Kee, Purchaser shall pay to Seller, as an agreed cost, a separate fee to connect
(“connection fee”) Purchaser’s delivery and distribution system to Seller’s Delivety System (this fee applies to new
or upgraded connections). The connection fee shall be determined by the size of the tap, meder, meter vault and
other appurtenances as required.

Section 4,85, Billing Procedure. Sefler will render bills for the payments required by Section 4.01 on or
before the tenth (10%) day of each month. Such bills shall be due and payable on or before the fifth (5™) day of the
succeeding month or twenty-five (25) days after such bill s depoited in the United States mail, properly stamped
and addressed, whichever is later, Bills shall be deemed paid when payment actually has been received by Seller. A
late charge of ten percent (109%) chall be applied to any bill not paid on or befote the due date. Seller may from time
1o time, by forty-five (45) days written notice, change the monthly date on which it shall reader bills and the
corresponding due dates.

Section 4.06, Disputed Bills. If Purchaser dispates the amount of & bill rendered by Seller pursuant to this
Contract, Purchaser shall novertheless pay such bilt in accordance with Section 4.04. Ifit is subsequently
determined by agreemeat or a final, unappealable court order that the amount of the disputed bill should have been
less (or more), the amount of the bill shall be promptly and appropriately adjusted, and the amount of any
reimbursement (or additional payment) that is duc after the adjustment shall be paid by the owing Party within ten
(10) days of such agreement or court order. Ifnot paid when due, such amounts shalf bear interest at the rate of ten
percent (10%) per aunum fron the due date unti) paid. Provided, however, interest may be waived by the Party to
whom the amount is owed,

V.
STANDARDS .
Section 5.01. Plumbiag Regulations. To the extent Seller and Purchaser have the authority, both

covenant and agree to adopt and caforce adequate plumbing regulations with provisions for the proper enforcement
thereof, to ensure that neither cross-connection or other undesirable plumbing practices are pesmitted, including an
agreement with each of their respective water customers that allows the retail provider o said customer to inspect
individual water facilities prior to providing service to ensure that no substandard materials are used and to prevent




Section 5.02. Air Gaps: Backflow Preventers. All points of delivery shall have backflow prevention
devices acceptable to the City of Corsicana.

VL
TON; REMEDIES: VENUE: FORCE M
Section 6.01. Yermination Due to Iilegality ar Impossibility. Seller may terminate this Contract if it

11
becomes illegal or impossible for Seller to perform its obligations hereunder due to the occurrence of any one or
more of the following;

A\) the cancellation, amendment, of other limitation by any local, state, or federal agency of
any perinit(s), amendment(s), license(s), or authorization(s) required for Seller to
appropriate for municipal use and/or sell the water to be furnished to Purchaser under this
Contract or to opérate and maintain Seller’s System to deliver such water; or

(B) the final adoption er issuance of any order, rule, regulation or determination by a court or
govetnmental agency tendering this Contract wnenforceable, Sejler will vigorously
defend against any such order, rule, regulation-or determination, including the timely
filing and diligent prosecution of any appeal necessary to ensure Seller’s delivery of
water under the provisions of this Contract. Seller shall not consent to the adoption or
issnance of any order, rule, regulation or court or governmental agency determination -
readering Seller’s service t6 Purchaser illegal or impossible.

Scction 6.02. Teyrmination for Non-Payment. If Seller determines Purchaser has not paid the full amount
owed for any payment due to Seller undex this Contract within the time provided therefor, Seller shall give writteg

notice to Purchaser stating the amount Seller has determined is due and unpaid, If the Seller gives yotice as

Purchaser timely appeals any change in rates under Section 13.043(f), Texus Water Code, as provided at Section
4.03 of this contract, the disposition of any disputed amount may be determined otherwise by the TCEQ.

Section 6.04. Waiver. No rights under this Contragt may be waived except by written amendment
executed by the both Parties.

Section 6.05, Remedies Not Exclusive, The remedies expressly set forth in this Contract shall not be
considered exelusive. _
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hereunder, without the express written consent of Seller. This provision shall is no way restrict the right of
Purchager to sell the water furnished by Seller under this Contract to any of Purchaser’s customers,

Section 7.04. Notices. All notice, requests, demands and other communications horeunder shall be in
writing and shall be deemed to have been duly given when sent by first-class mail, postage prepaid, addressed:

if to Seller:

Mayor, City of Corsicana
200 North 12 Stroet
Corsicana, Texas 75110

if to Purchaser;

M.E.N, Water Supply Corporation
P.0.Box 3019
Corsicana, Texas 75151-3019

writing by the addressec to the addressor,

Section 7.05, Severabllity. In the event fhat any clausa ot provision of this Contract shall be held to be
invalid by any court of competent jurisdiction, the invalidity of such’ clause or provision shall not affect any of the
remaining provisions hereof, Each Party may specifically, but only in writing as provided in Section 6.04, waive
any breach of this Contract by the other Party, but no such wajver shall be deemed to constitute 5 waiver of similar
or other breaches by such other Party.

Seetion 7.06. Entire Agresment. This Contract contains the enfire agreement of the Parties regarding the
subject matter hereof, and no verbal or written agreament(s) or commitment(s) shall have any force ot effect if ot
contajned herein.. ‘ .

Section 7,07. Modification. This Contract may be modified ot amended only by an instrument signed hy
the duly authorized representative of each of Party.

Section 7.08. Multiple Counterparts. This Contract may be executed in soveral countesparts, each of
which shall bo deemed ap original, and all of which shall constitute oa¢ and the same instryment,

Section 7.09. Caption Headings; Interpretation. The caption headings of this Contract are for reference

purposcs only and shall not affect its interpretation in any respect. This Contract and all the tarms and provisions
hereof shall be liberally construed to effectnate the purposes set forth herein and to sustain the validity of this
Contract.

IN WITNESS WHERRBOF, the Parties hereto, acting under authority of their respective govemning bodies,
have caused this Contract to be duly executed in three (3) counterparts, each of which shall constitute an original.
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SELLER:
CITY OF CORSICANA

By:

Mayor

PURCHASER:

By: Z{M// )




RESOLUTIONNO. 3434

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
CORSICANA, TEXAS AUTHORIZING A NEW WATER
PURCHASE CONTRACT WITH THE CITY OF ANGUS.

WHEREAS, on the 18" day of May, 1971 the City of Corsicana entered into a contract
for the sale and purchase of treated water with the City of Angus with subsequent amendments to
that contract on April 15, 1975 and October 16, 2001; and

WHEREAS, the City of Angus has deemed that the purchase of additional water is
necessary in order to comply with Texas Commission in Environmental Quality requirements;
and

WHEREAS, the City of Angus desires to enter into a new Water Contract for the
purchase of a volume not to exceed 11,563,200 gallons per month,

NOW THEREFORE, BE IT RESOLVED by the City Council of the City of
Corsicana, Texas, that the City of Corsicana is hereby authorized to enter into a new contract with
the City of Angus for the purchase of additional water as detailed above; and

BE IT FURTHER RESOLVED that said Water Purchase Contract shall remain in
effect until October 1, 2046 at which time it may be renewed or extended for such term(s) as may
be agreed upon between the City of Corsicana and the City of Angus.

PASSED and APPROVED by majority vote of the City Council on this the 7" day of
December, 2010.

C. T Brown,Gvayor

Virginid Richardson, City Secretary

PROVED AS TO FORM:

W, City Attorney - -
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CITY OF CORSICANA, TEXAS

November 9, 2010

Mr. Jay Mertz

Angus Water Supply Corp.
6010 I-45 West

Corsicana, TX 75151

Re:  Water Supply Contract between
City of Corsicana and AngusWater Supply Corp,

Dear Mr, Mertz:

Please find attached a copy.of the proposed water supply contract between the City of Corsicana
and the Angus Water Supply Corp. for your review. As you requested, the contract for additional
water to be purchased has been increased to meet the Texas Commission on Environmental
Quality (TCEQ) requirements, with a 20% increase for growth. The contract will be placed on
the City’s council agenda for approval on December 7, 2010 unless you contact us by -
Wednesday, December 1, 2010.

Should you have any questions or concerns, please feel free to contact me at (903)654-4803.

Sincerely,

Copme Stowdi Ga

Connie Standridge
City Manager

CS:pkg

Attachment

200 N. 12th STREET CORSICANA, TEXAS 75110 (903) 654-4800 FAX: (903) 654-4999
An Equa! Opportunity Employer




WATER SUPPLY CONTRACT

“This Water Supply Contract (the “Coutract®) is entered into as of the ____ day ol ______, 2010 ((he
“Llfective Date”), between the CITY OF CORSICANA, Texas (“Seller”} and ANGUS WATER SU pPLyY
CORPORATION Qurchaser”),

RECITALS

WHEREAS, Seller and Purchaser hive herctolore entered inta that certain “Water Supply Conteact® dared
May 18, 1971, as amended by documents dated April 15, 1975 and October 16, 2001 (collectively, thic “Prior
Conftract”); and

WHEREAS, Purchaser has requested that the Prior Conlract be amended to purchase adelitional water from
Seller; and

WHLERFEAS, Scller has numerous wholesale purchasers of water, including Purchaser, uader virious
contrucls, and Seller desives to begin implementing a systemn-wide consistent rate making methodology lor fuir and non-
discriminatory treatment of its wholesale customers, including Purchaser, using accepied rate making principles to
recover the cost of providing seevice 1o said wholesale custorners; suxd

VWEILREAS, Scller and Purchaser desire to ellect amendment of the Prior Contrnct as set lorth herein and 1o
completely restate hierein the entire agreement between the parties;

NOW, THEREFORE, in consideration of the foregoing, the mutual benefits, covenants and agreenients
expressed herein, wd other good and valuable consideration, the receipt and sulliciency of which is liereby
ackiowledged, Seller ageees o furnish and Purchaser agrees (o pay lor potable waler service npon the lollowing (crms
and conditions:

I
DEFINITIONS

Section 1.01. Definitions. The following terms shall have the meaning assigued to them below wherever they
are used in this Contraet, unless e context clearly requires otherwisc:

“Adiditionnl Wholesale Custormers” means iy persons or entities, other than Purchaser, receiving wholesale
water service from Seller as provided in Section 2,08,

“Cointrnet"means this Waler Supply Contract between Seller and Purchaser,

* Delivery Poiuts"means the mutually agreeable points, more fully deseribed in Seetion 2.04, al which Seller
will del:ver potable water to Purehaser,

“Lllectve Date "means the date on which this Contrzet is made, as reflected in the fivst sentence on the frst
page of this Contrict, .

’

“Parties " meins the Parties to this Conbiact, the Seller and Parchaser,

“Prior Contraet " means the prior agreement, as amended, between Seller and Purclaser as descibed in the
Recitals of this Conteact.

“Purchaser” means Angus Water Supply Corporation.

“Puichaser’s Service Area®means the reated water service arca, as currently designated in Purchaser's
cenificate of convenience aud necessity (CCN).



“Parchaser’s System” means the polable water storage and distiibution lacilities of Purchaser used by
Purchiaser o deliver (he potable water to Purchaser’s retail customers.

“Rate Schechae” mens e rates stipulated lor eustomers, inchuding Purchaser, in the City of Cossicanit’s
Schedule of Rales, as amerded or revised by Seller’s city council from time to time, but no more hiequently than
annually.

Weller” means the City of Corsicana.

“Sefler’s Systern” incans the property and tacilities owned or used by Seller to supply, sore, divert, reat,
transport and deliver waier to Purchaser and Additional Customers and all related property interests, vights, wilitics,
cquipment aud muaterials including (without limitation) any appurtenances, extensions, improvements, or additions
therelo and replicements thereof,

“TCEQ "wcans the Texas Commission on Environmental Quality or any ol'its predecessor or successor
agenctes which perform substintially the siune lunctiouds).

Section 1,02, Prior Coptract. The Prior Contvact is terminated and supersederl by this Contract.

1L
WATER SALES AND DELIVERY

Section 2,01, Water Delivery. Subject to the terms andd conditions of this Contract, Seller agrees to seil
and deliver potable water mecting the minimura applicable standards for drinking water for human consumption to
Purchaser at the Delivery Points for municipal use within Purchaser’s Service Arey, in an amount sullicient (o meet
Purchaser’s volume and denand requirements, but not (o exceed 880,160 gallons per day or ___11,563,200
gllons per month.

Section 2,02, Availability and Deliverability, Sellers’ duty to deliver potable water under this Conbrawt i3
subjeet 10 and limited by the availability, as determined by Seller, of Seller’s water supply and Seiler's ability (o process
and deliver the potable water to Purchaser through Seller's System. Such delivery will not be unreasouably withheld,
Seller will impose any curtailments in potable water service equitably and in a non-diseriminatory lashion to itsell and
all its vetail and wholesale customens.

Section 2,08. Use of Water. The usulruciony right to the wider sold to Purchaser shall remain in Seller umiil
it passes through the metering equipment located w. the Delivery Points, at which time such usulructory right shall
transier to Purchaser. Then, 1o the extent the reuse of return Nows is allowed by law, the usufructory right to the water
shall revert back o Seller as soon as Purchaser discharges the water into any State stream or watercourse. Purchaser
agrees that it shall acquire vo vights or title for (he use of water other than those rights explicitly set forth iu this
Contvact. Nothing in this Contract, however, shall be construed as imposing any duty or liability on Seller regarding the
quailty of water discharged by Purehaser from Purchaser’s System and all such duties i obligations shall be, and
vemain, those of Purchaser.

Section 2.04. Delivery Points. Initially, the Delivery Points are as follows: 1) at Tour inch () meter ava point
located at U Southwest corner of the intersection of FM 739 and Navaro Road; and i) a avo inch (2 meter at a
point locted on the East side ol 1-45, North of Vitters Tractor. In the future, Purchaser may request additional or a
change in delivery points for the delivery of potable water uncler this contract, which shafl be deemed to be a part of
this Confract (thereby amending this Sectiou 2.04) if approved by Seiter in writing,

Section 2.05. Water Pressure, “The Partics acknowledge and agree tha Scller is not responsible for the
pressure at which potable water is supplied 1o Purchaser under this Cantract at the Delivery Point{s) aad is not
obkmied to maintain a pressure of any particular amount. In the event pressures in Seller’s System are determined 1o
be nol in compliance with minimam standards set by the governing state and federal regulatory ageucies of meeting
Purchaser’s polahle water regairements, Purchasey agrees to vonsiruct water storage, pumping, pressure aainienance
or other lacilitles, as required, (0 accommodate and provide lor Purchaser’s pressure requirements. Such facilitics shall
be part of Purchaser’s System and vonstructed, operated, and maintained at Purchaser's expense.




Section 2.06. Jcrmination, Discontinuance and Curtailment of Service; Modification of Contract.

Notwithstanding any other provision herein to the contrary, it is specifically understood and agreed hetween the

pastics that the obligation of Sclier to provide potable water to the Purchaser during the term of this Contract is neither
supetior nor inferior to the obligation of Scller to provide similily situnted customers with water and (o ils Addiion:d
Custumers or any future Additional Customers of Seller’s System., Pursuant to such understanding, the partics bherehy
agree that il'it is ever reasonably determined by Seller during the term of this Contraet that it is waable o adequaiely '
provide waler (0 its customers hecause of an emergency or shortage of water supply, production, treatment, stornge or
uansportation capability in the Seller’s Systeun, or if Seller needs to cause repairs to be made to the Seller's System 1o
vepair, replace or improve the level of water service to its customers, then Seller shal) have the right, aller reasonahle
notice 10 the Purehaser wd opportunity Jor consultation, to curtail or lmil service to the Purchaser and all ather
customers of Sefler on a reasonable, non-discriminatory basis so (i) simifarly siteated customens are treated equally,
fairly snel uniformly. The Purchaser turther agrees, in times of such emergeney or shortage or the need for repuir,
replacement or improvement ol the Scller’s System, (o take appropriate action to curtail oc Bmit il usage by ihe
Purchaser 50 that all users of the waler from both entities will be equally and uniformly restricted and protected, Any
sucl measures taken by the Purchaser will be at least as stringent as those adopted by Seller for the Seller.
Notwithstanding aything hesein (o the coutrary, if' it is ever determined by any governmental or regulatory authority
that provision of potable water by Seller under this Contract or curtailment or limilation of water by Seller to uny of its
customers is in violation of applicable law, regulation or order, then Seller, afier reasonable notice (o the Purchaser und
opportunity lor consultation, may take such aclion as will best cffectunte this Contract and comply with applicable law.

Section 2,07. Resale. Purchaser agrees not to convey water purchased from Seller (o Ay person or culily
outside Purchnser’s Service Arca, unless Purchiaser has received prior written approval lrom Seller, which approval may
be granted or denied at Seller’s sole discretion. For purposes of this provision, “convey” means (o sell, trad, donate,
exchange, tausler title, or contract therelor.

Section 2.08. Additional Customers. Scller shall have the right (o supply water to its reiail customers and 1o
crier into wrilten treated water supply contracts with additional wholesile customers ¢Additional Wholesale
Customers”); proviced, however, Seller agrees that it will not provide retail water utility service within Purchaser’s
Servive Area withow Purchaser's writien consent unless there uc areas of overlapping service areas. Additional
customers will be charged Jor water at rates established lrom tine to time by Seller’s cify council. Seller veserves the
tight o establish dillerent rates for custorners taking water at dilferesst peints of delivery or under pre-existing conbracts
as of the Effective Date; provided, however, the rates charged by Seller shall fairly allocate cosls amoug all of Seller’s
customers, subicet (0 such pre-existing comracts as of the Eflective Date.

Section 2.09. Conservation Plan, Within 120 days of the Effective Date of this Coutract, Purchaser shail
develop, if it has not done so already, n water conservation plan which incarporates loss reduction measures i
demand manageinent pracices designed Lo ensurce that the potable water delivered under this Contract is used in an
economically ellicient and environmentally sensitive manner. Purchasers’ conservation plan must comply with all
requirements imposed by law, including (without limitation) any applicable rules of the TCEQ, and it shall be epdated
a8 necessiy (o remair compliant with such requirements. Upon request, Purchaser shall furnish a copy ol its
conservation pian o Seller, .

IIL
METERING

Section 3.01. Ipstallation; O&M. Scller shull design, construct, insiall, operate and maintaio any meter
vlt(s), metering equipment, and associaled appurtenances as determined by Seller, in its sole discretion, Lo be
necessary 10 propeely measie and control the quantity of water delivered o Purchasey unider this Contract. Such
metering equipment shall remain the property of Seller. Purchiaser shall have aceess to such mctering equipmeni at all
reasonable times, but the ceading, calibration, and adjusument of such metering equipment shall be coirducted only by
the employees or ageits of Seller, Any metering equipment used under this Contract shall measure fow rte within an
accwacy ol ¢ 29%,

Section 3.02. Books and Records. For purposes of this Contsact, the oviginad record or veading of the meter
shall be in a journal or other peroxanent record of Seller i its office. Upon written request of Purchaser, Scller

3



will gve Purchiaser a copy of such journal or record, or permit Purchaser (o have aceess theretu during reasonable
Lusiness hours i the office of Seller wherein such records are customarily kept,

Section 8.03. Calibration. At least once cach calendar year, Scller shall test the calibration ol the metering
cquipment Seller installs pursuant to this Conlract. By giving written nolification to Seller, Purchaser may request one
additional ealibration test per yeur to be paid for solely by Purchaser, When such an addidonal cdibration test is
requested, the adduional calibration test shall be conducted in the presence of an authorized represcntative of
Purchaser as soon as possible afier the Scller reccives the requests. Purchascr shall have the vight to have a
represeiltative present at any ealibration test conducted under this Contract, and Seller shall give Purehaser al Jeast
forty-cight ¢48) hours advanced notice before each calibration. If a representative of Purchascr is not present at (he
time set in Seller’s notice, Scller may proceed with calibration dest and any adjusunent(s) in the ibsence ol any
representative of Purchaser, After each calibration test, Scller shall provide Purchaser with the test results,

Section 3.04, Inaccuracy; Down Time. Il any calibration Lest reveals that the percentage of inaceuracy of
any metering cquipment used under this contract is in excess of two percent (29), vegistration of such metering
cquipment shall be correcied for a period extending back to (he time when such inaccuracy began, il such tinie is
ascertainable. If such time i not ascertainable, then the registration shall be covrected lor a penod exicnding back one-
hall (1/2) of the time elapsed since the last date of calibration, but in no event lurther back than « period ol six (6)
mounths. If for auny venson any melering cquipment is out of service or out of repair so that (he actual amount of waler
detivered during such period cannot be ascertained or computed, the amount of water delivered during such period
cannot e ascerained or compuled, the amount of water delivered during such period may be estimated: ) by
correcting the emor, il' the percentage of the esror is ascertainable by calibration tests or mathematieal ealeutation; or ()
by estimating the quantily of water delivered by deliveries during the preceding period under similar conditions when
ihe meter or meters were registering accurately.

Scction 3.05. Ingress and Egress. Purchaser agrees (o pravide ingress and egress for Seller’s employeces and
agents to insiall, operate, inspect; test, and maintain Licilities owned or maintained by Seller on Purchaser’s premises.

IV,
BILLING AND PAYMENT

Section 4.01. Payments for Service. Purchaser shall pay Seller monthly for water delivered pursunnl to this
Conuact at prevailing rates cstablished in Seller's Rate Schedule. Sellers’ duty to fix just, reasonable and non.
discriminatory rates is subject (0 Seller’s obligations under ity other water sale contracts existing as ol the Lllective
Date,

Section 4.02. Initial Rates. Al the time of the exccution of this Contract, the prevailing rates under Seller’s
Rate Schedule applicable 1o water delivered pursuant Lo (his Coniract is a base rate of $.93.47 for a two inch (@) meter
and a base rate of $.292.55 for a four inch (4 meler plus a volume charge of $_3.00 1o $3.25 (hased on volume used)
per 1,000 gallons for all water used above the base volume allowance, which is Seller’s minimum inside-city retail water
rale. In addidon, a cliarge of $.3.26 per 1,000 gallons used per month shall be charged when the water usage is in
excess ol the maxinum amount agreed to be furnishied by the Seller, “The Parties acknowledge and agree that these
stated rates, while prevailing as of the exceution of this Contract, may be changed or modilied from time to time by
Seller in accordance with Section 4,03 of this Contract during the time it remains in effeet.

Section 4.03. Rate Revision. a. Purchaser acknowledges and agrees hat Seller’s city council has the right to
revise by ordinance, from Gme to time and as needed, the vates chavged hereunder to cover all reasouable, actual, and
expected costs incwed by Seller to provide the potuble water supply service to Seller’s customers. Except as provided
in Subsection b. below, if, during the term of this contract, Seller revises its minimum inside city retai] water rate, then
such revised rate shalt likewise apply 1o water usage by Purchaser under this Contract. Purchaser shall be given thirnty
(30) clays written notice prior to an increase in rates.

b. Notwithstanding Subscelion 4., Scller may, upon giving three (3) inonths prior written notice o Purchaser,

fix a sate for waler usage by Purchaser under this contract cousistent with the methodology described in Exhibit A,
Once Seller hias begane utilizing the methodology described in Exhibit A 10 fix the wholesale rate tor Purclinser, then
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Seller shall give Purchaser & minimum of thirty (30) days written notice of any rate revision(s). Purcliaser

. o . ) further agrees
to give Seller a minimum of ten (10) days witten notice of intent to protest rates or

any other condition of service,

¢ Following notice of my rate revision(s), Purchaser, in aldition 1o all other remedies provided by law, shall
have the right to seck & review of said rate revision under Seclion 13.043, Texas Water Code.

d. Except during emergencies when Scller is unable to meet all of Purcliaser's water supply needs, Purchaser
agrees 1o use as its sole source of water supply ouly water purchased from Seller under this Contraet to meel all of the
needs of Purchaser’s customers. I in any calendar year cluring this Contract Purchaser obains waler from another
satree other than for said emergency purposes, then Purchaser shall in any event pay Seller during said calendar yeur
for 2 minimm mmount of water equal (o the greater of the amount of water actually delivered by Seller w Purchaser
during eacly monthly billing cycle or 575,000 gallons per monthly billing cycle during said year, (Minimum bill was
caleulated at approximately ity pereent (50%) of the past three (3) yeaus avernge usage).

Scction 4.04. Connection Fee. Purchaser shall pay to Seller, as an agreed coat, a separmte fee to connect
Cconneetion fee”) Purchaser’s delivery and distribution system to Seller’s Delivery System, The vommection fec shall
be deermined by the size of the tap, meter and meter vault and associnted appurtenances required. Cuarrenly i three
inch (3 1ap connection v meter will be placed for a fee not to exceed $_12,000.00 . Connection fees shidl be
excluded from Seller's rate base for purposes establishing rates under Seller’s Rate Scheclule,

Scction 4.05. Billing Procedure. Seller will render bills for the payments required by Section 4.01 on or
before the tenth (10°) day of each month. Such bills shall be due and payable on or before the Jifth {5 day ol the
succeeding month or twenty-five (25) days after such bill is deposited in the United States mail, properly stamped and
addressed, whichever is fater. Bills shall be decined paid when payment actually has been reccived by Seller. A late
charge of ten percent (1096) shadl be applied to any bill hot paid on or before the duce date. Seller may [rom time to

time, by forty-live (15) cays written notice, change the monthly date on which it shall render bills and the coresponding
tlue dates,

Section 4.06. Disputed Bills, 1f Purchaser disputes the amount of a bill veudered by Seller pursuant 1o this
Contract, Purchaser shiall pevertheless pay such bill in aceordance with Section 4.04. Il it is subsequently determined
by agreement or a {inal, unappealable court order that the wnount of the disputed bill should have been less (or inove),
the amount of the bill shall be promptly and appropriately adjusted, and the amownt of any reimbursement {or
additional payment) that is due alter the adjustiment shall be paid by the owing Party within ten (10) days of such
agreeinent or vowt order. I not paid when due, such amounts shall bear interest at the rate ol 1en percent (10%) per
aonum from the due date unti} paid. Provided, however, interest may be waived by the Party to whom the amaunt is
owed.

V.
STANDARDS

Section 5.01. Plumbing Regulations. ‘1o the extent Seller and Purchascr have the authority, both covenant
ancl agree to adopt and enforee adequate plumbing regulations with provisions for the proper enlorceient thereof, i
ensure that neither cross-connecton or other undesirable plumbing practices are permitted, ieluding an agreement
with cach of their respective waler customers that allows the retail provider to said customer to inspeet individual water
lactlities prior to providing service 1o ensure that uo substandard materials are used and Lo prevent cross-connection
and other andesivable plumbing practices,

Section 5.02. Air Gaps; Backflow Preventers. Purchaser shall provide air gaps lor any ground storage and
hacklow preventers foe any clevated storage.
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VI,
TERMINATION: REMEDIES: VENUE: FORCE MAJLURE
Section 6.01. Tcrmination Due to Jllegatity or Impossibility. Seller may terminate this Contract if'it

becomes illegal or impossible for Sclter to perforim its obligntions hereunder due Lo the occunience of wy vne or more
ol the lollowing:

h the cancellalion, amendment, or ather limitation by any local, state, or [ederal agency of any permit{s),
amendment(s), leense(s), or authorization(s) reqquived for Seller to appropriate for municipal use ad/or setl
the waer W be Turnished 1 Purchaser under this Contract or to operale and maintain Seller’s System 1o
deliver such water; or

() the final adoption or issuance of any order, rule, 1egulation or determination by a court or governmentad
ageney renderiug this Contract unenforceable, Seller will vigorously defend against any such order, rule,
regulation or delermination, including the thnely Iling and diligent prosccution ol any appeal necessiry lo
ensure Seller's delivery of water under the provisions of this Contract. Seller shall not consent to the adoption
or issuance of any order, rule, regulation or court or governmental agency determination rendering Scller’s
senvice (o Purchaser illegal or impossible,

I Seller desires 1o terminate this Contract by reason of auy of these events, Scller shall, within three (3) months alier it
acquires knowledge of such event, deliver to Purchaser a written notice stating such desire, deseribing the event, and
specilying the date o which (his Contract is to terminate and become null and void, which date shall be at Jeast six (6)
months from the dale of such notice.

Section 6,02. Termination for Non-Payment. I Scller determines Purchaser has 1ot paid the full amount
owed for ay paymient due o Seller under this Contmet within the time provided thercfor, Scller shall give written
petice to Purchaser stating the amount Seller has delermined is due and mnpaid, Ifthe Seller gives notice as provided
herein and Purchaser fatls to pry within thirty (30) days the amounts claimed in such notice to be due aud unpaid,
Seller may, at its sole option and upon giving ten (10) days wrilten notice to Purchiaser, leminate tis Contract without
recourse. I Purchaser should dispute its obligation Lo pay all or any part of the amount stated in any statement or
notice, Purchaser may, in addition 1o all other rights that Purchaser may have under law, pay such amount under
protest, in which case such umount shall be deposited by Scller in an interest bearing account mutually acceptable (o
both Seller and Purchaser pending final resotution of such dispute. Scller may not terminate this Contract for failure to
pay the amount stated in any stalement or notice if Pwchascr pays such amount under protest. In the event Purchiser
timely appeals any change in rates under Section 13.043(3), Texas Watcr Code, as provided at Section 4,03 of his
contaet, the disposition of any disputed umount may be determined otherwise by the TCEQ.

Secction 6.08, Tenmnination Due to Default. Fxcept as otherwise provided herein, if either Party defaults in the
observaaice or performance of any of the material provisions, agreements, or conditions 1o be observed or pecforned
o its part under this Contract, the other Party may give written nolice to the Party in default of its intention to
terminate this Contract, specifying the material filare or default relied upon, Upon the expiration of forty-five (45)
days alier the giving of such notice, this Contract shall terminate without recourse, unless, within such forty-five (43) day
period, or such longer period as 1ay be speeified i such notice or any amendment ol or supplement o such nolice,
“he Celilt speciliod in such notice shall have been fully cured.

Scction 6.04. Waiver. No rights under this Conumet may be waived except by wrilten amendiment exeeuted by
the both Parties,

Section 6.05. Remedies Not Exclusive. The remedics expressly set forth in this Contract shall not be
considered exclusive,

Section 6.06. Venue, The Purties acknowledge and agree that this Contraet’s place of performance is Navaro
Coumy; Texas. Any legal proceeding brought to coforce this Contract or any provision hereol shall be broughi in
Navarro County, Texas,
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Section 6.07. Damage to Systems. Neither Party shall not be liable in damages [or dimage (o the other
Party’s System resuling from actions of the Partics in compliance with this Continct, unfess such damage is due (o the
Party’s negligence or willlud misconduct,

Scction 6.08. Chemical and Bacter{ological Content. Purchaser agrees to hold Seller whole and harmless
from any claims or damages arising as a result of the chemical or hacteriological content of the water provided o
Purclmser under this Conlract, urless such claims or damages arc caused by the Scller’s negligonce or willfil

misconduct,

Section 6.09. Specific Performance. Recogniziug that the Parties’ undertakings in this Conteact are
obligations, the Failure in the performance of which cannot be adequately compensated in money damages, (he Partics
agree hat, in the event of any default, he non-delaudting Parly shadl have available 1o it the equitable remedy of specific
performance i aldition to other legal or equitable remedies which may be avaifable.

Section 6.10. Force Majeure. If'by reason of foree majeure, either Party shall be rendered unable, wholiy or
i part, lo carry oul its obligations under this Contract, and if such Party gives notice and full particubius of such force
majeure, in wiiting, to the other Pty within a reasonable time after occuirence of the cvent or cause relied o, the
obligations of the Party giving such notice (other than obligations for the payment of money), so lar as they wee aflecied
by such foree mijeure, shall be suspended during the continuance of the inability tien claime, inelucling a reasonable
lime lor removal of the eflect thercol. The term “lorce majeure” shall mean acts of God, strikes, lockouts or other
industrial disturbanees, aets of the public enemy, orders of any kind of the Government of the Ubjted States, or of any
stane thereof, or of any ageney of the United States or any state, or any other civil or military authority, insurcections,
tiots, epidemics, landslides, lightening, carthquakes, fires, hurricanes, tormadocs, stormns, floods, washouts, drouglts,
arests, civil disturbauces, explosions, breakage or accidents to machinery, cquipment, (ransmission pipes, canals or
similar facikties, shortages of labor, malerials, supplies or transportation, or any other cause no reasonably within the
contro] of the Party claming such mability. The Parties shall use (heir best eflorts to remove the cause ol any [oree
majewe. The requirement that any force majeure shal} be reasonably beyond the conwol of the Pagdy shall be deemed
to be fullilled even though the existing or impending stike, lockout or other industrial disturbance may not he settled
but could have been seutled by acceding to the demand of the opposing person or persons.

Section 6.11. Indemnitv. Purchaser shall indemnify Seller and hold Seller hariless for any loss or payent
made on any claiin ov liability for njury or damage to Scller or Seller’s cquipment or facilities enused by the negligence
ol Purchaser, its employces, agents ov assigns.

VIIL
GENERAI PROVISIONS

Section 7.01. Term and Renewal. "This Contract shall be effective as of the Eflective Date, and, unless sooner
teiminated as provided berein, shall remain in effect until October 16, 2046 (the “Initial Terin®. Upon expivation ol
the Tnitial Term, this Contract may be renewed or extended for such termis) as may be agreed upon by Seller

Purchaser.

Section 7.02. No Third Purty Beneficiary. The Parties hercto are entering into this Contract solely for the
benefit of themselves and agree that nothing herein shall be construed to confer any right, privilege, or benefit on any
persont or entity other than the Paxtics hereto and their successor(s) or assign(s).

Section 7.03. Assignment. Purchaser, without the necessity of obtaining Scller’s consent, may assign this
Coutraet (o the United States of America, acting by aud through the Deparunent of Agriculture Rwal and Feonomic
Development and its successors mid assigns, as sccurity for any loan to be made by the United States Department of’
Agriculture Rurd and Eeonomic Development to Purchaser. However, Purchaser may nol otherwise transfer,
sell, hypothecate or assign this Contract or Purchaser’s rights and duties hereunder, without the express wiitten conseut
ol Seller. "This provision shall in no way restrict the right of Purchaser to sell the water furnished by Seller undler this
Contract (o any of Purchaser’s customers.



Section 7.04. Notices. All notice, requests, demands and other commutications hereunder shall be in writing
and shall be deemed to have been duly given when sent by first-class miul, postage prepaid, addressed:

if to Seller:
Mayor, City of Corsicana
900 North 12" Strecet
Corsicana, Texas 75110
if to Purchaser:
Presicdent, Angus Water Supply Corporation
G010 I-15 Waest
Corsicana, Texas 75110

or, in cach ense, at sueh other address i the State of Texas as may herealter have been designated most recently in
wiiting by the addressee (o the addressor,

Section 7.05. Severability. T the event that any clause or provision of this Contract shall be held (o be invadid
by iy court of competent jurisdiction, the invalidity of such clause or provision shall not affect any of the remaining
provisions hereol, Each Party may specilically, but only in writing as provided in Section 6,04, waive any breach of this
Conurnet by the other Party, but no such waiver shall be deeimed to constitute a waiver of similar or other breaches by
such oter Party.

Section 7.06. Entire Agreement. This Contract contains the entire agveement of the Parties vegurding the
subject matter hercol, aud no verbal or written agreement(s) or commitment(s) shall have any force or eflect i not
contained herein.

Secction 7.07. Modification. This Contract may be modilied or amended only by an imstruiment sigoed by the
duly :thorized vepresentative ol each of Pasty.

Scction 7.08. Multiple Counterparts. This Contract may be executed in several counterparts, each of which
shall be deemed an original, and all ol which shall constitute one and the same instrunaent.

Section 7.09. Caption Headings: Interpretation. The caption headings of this Contracl are for relerence
purposes ondy and shedl not aflect its interpretation in any respect. This Contract and all the 1erms and provisions
hereof shall be liberally coustrued (o eflectuate the purposes sel forth hercin and to sustain the validity of this Contract.

IN WITNESS WHERKEQF, the Partics hereto, acting under authority of their respective goveming bodies, have
caused this Contract to be duly executed i three (3) counterparts, each of which shall constitute an original.

SELLER:
CITY OF CORSICANA

By:
Maygor
ALTEST:
City Seerclary
PURCHASER:

ANGUS WATER SUPPLY CORPORATION

By: /_ a 4\ Ly
NN
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WATER SUPPLY CONTRACT
This Water Supply Contract (the “Contract”™) is entered into as of m&fday of| D_[M_';ﬂoos(thc * Effective

Daize”), between the CITY OF COBRSICANA, Texas (“Seller™) and CORBET WATER SUPPLY CORPORATION
(Purchaser™).

CITALS

WHEREAS, Seller and Purchaser have heretofore entered into that certain “Water Supply Contract” dated

September 5, 1967, as amended by documents dated December 26, 1979 and August 20, 1996 (collectively, the “Prior
Contract™); and

WHEREAS, Purchaser has requested that the Prior Contract be amended to purchase additional water from
Sefler; and

WHEREAS, Seller has numerous wholesale purchasers of water, including Purchaser, under various contracts,
and Seller desires to begin implementing a system-wide consistent rate making methodology for Rir and non-

discriminatory treatment of its wholesale customers, including Purchaser, using accepted rate making principles to recover
the cost of providing service to said wholesale customers; and

WHEREAS, Seller and Purchaser desire to effect amendment of the Prior Contract as sct forth herein and to
completely restate herein the entire agreement between the parties;

NOW, THEREFORE, in consideration of the foregoing, thie mutual benefits, covenants and agrecments
expressed herein, and other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
Seller agrees 1o fumnish and Purchaser agrees to pay for potable water service upon the following tenms and conditions:

1.
DEFINITIONS

Section 1.01. Definitions. The following terms shall have the meaning assigned to them below wherever they
are used in this Contract, unless the context tlearly requires atherwise:

“Additional Wholesale Customers” means any persons or entities, other than Purchaser, receiving wholesale
water service from Seller as provided in Section 2.08.

“Contract’ means this Water Supply Contract between Seller and Purchaser.

“Delivery Points”means the mutually agreeable points, more fully described in Section. 2.04, at which Seller will
deliver potable water to Purchaser.

“Effective Date” means the date on which this Contract is made, as reflected in the first sentence on the first page
of this Contract.

“Parties” means the Parties 10 this Contract, the Seller and Purchaser.

“Prior Contract” means the prior agreement, as amended, between Seller and Purchaser as described in the
Recitals of this Contract. )

“Purchaser® meaps Corbet Water Supply Corporation.

“Purchaser’s Service Area” means the treated water service area, as currently designated in Purchaser’s certificate
of canvenience and necessity {CCN).

“Purchaser’s System™ means the potable water storage and distribution facilities of Purchaser used by Purchaser
to deliver the potable water to Purchaser’s retail customers.



“Rate Schedale” means the rates stipulated for customers, including Purchaser, in the City of Corsicana’s
Schedule of Rates, as amended or revised by Seller’s city council from time to time, but no more frequently than answally.

“Seller” means the City of Corsicana.

*Seller’s System” means the property and Facilities owned or used by Seller to supply, store, divert, treat,
transport and deliver water to Purchaser and Additional Cusiomers and all refated property interests, nights, facilities,
equipment and matenials including {without limitation) any appurtenances, extensions, improvements, or additions
thereto and replacements thereof.

*7CEQ"means the Texas Commission on Environmental Quality or any of its predecessor or successor
agencies which perform substantially the same function(s).

Section 1.02. Prior Contracl, The Prior Contract is terminated and superseded by this Contract.

I1-
w SALFS AND DELIVERY

Section 2.01. Water Delivery. Subject (o the terms and ¢oaditions of this Contract, Seller agrees to sell
and deliver potable water meeting the minimum applicable standards for drinking water for human consumption to
Purchaser at the Delivery Points for municipal use within Purchaser’s Service Area, in an amount sufficient Lo eet
Parchaser's volume and demand requirements, but not to exceed __1,000,000___ gallons per day or ___30,000,000
gallons per month.

Section 2.02. Availability and Deliverability. Sellers’ duty to deliver potable water under this Contract is
subject to and limited by the availability, as determined by Seller, of Seller’s water supply and Seller’s ability to process
and deliver the potable water to Purchaser through Seller’s Syster. Such defivesy will not be unteasonably withheld.
Seller will impose any curtailments in potable waler service equitably and in a non-discriminatory fashion to itself and all
its retail and wholesale customers.

Section 2.03. lse of Water. The usufructory right to the water sold to Purchaser shall remain in Seller until it
passes through the metering equipment located at the Delivery Points, at which time such usufructory right shall transfer
to Purchaser. Then, to the extent tha reuse of retamn fJows is allowed by kaw, the usufructory right to the water shall revert
back to Seller as soon as Purchaser discharges the water into any State stream or watercourse. Purchaser agrees that it
shall acquire no rights or title for the use of water other than those riglits explicitly set forth in this Contract. Nothing in
this Contract, however, shall be constsued as imposing any duty or liability on Seller regarding the quality of water
discharged by Purchaser from Purchaser’s System and all such duties and obligations shall be, and remain, those of
Purchaser.

Section 2.04. Delivery Points. Initially, the Delivery Points are as follows: i} from an existing three inch (3%)

. meter (nstalled in September, 1967) near the intersection of State Highway 31 and FM Road 642; and ii} from an existing
three inch (3™ meter Gostalled in December, 1983) near the intersectivn of West Park Row and Liberty Drive in
Corsicana, Texas. In the future, Parchaser may request additional delivery points for the delivery of potable water under
this contract, which shall be deemed to be a part of this Contract (thereby amending this Section 2.04} if appraved by
Seller in writing.

Section 2.05. Water Pressure. The Parties acknowledge and agree that Seller is not responsible for the
pressure at which potable water is supplied to Purchaser under this Contract at the Delivery Point(s) and is not obligated
10 onaintain a pressure of any particular amount. In the cvent pressures in Seller’s System are determined to be not in
compliance with minimurn stapdards set by the governing state and federal regulatory agencies of meeting Purchaser’s
potable water requirements, Purchaser agrees to construct water storage, pumping, pressure maintenance or other
facilities, as required, to accommeodate and provide for Purchasec's pregsure requicements. Such facilities shall be part of
Purchasec’s Systemn and constructed, operated, and maintained at Purchaser’s expense.




Section 2.06. ‘Terminati i i 3
Notwithstanding any other provision herein to the contrary, it is speifically understood and agreed between the
partes that the obligation of Seller to provide potable water to the Purchaser during the term of this Contract is neither
superios aor inferior o the obligation of Seller to provide similarly sinuated customers with water and to its Additional
Customaers or any future Additional Customers of Sellec’s System. Pursuant to sach understanding, the parties hereby
agree that if il is cver reasonably determined by Seller during the terim of this Contract that it is unable o adequately
provide water to its customers because of an emergency or shortage of waler supply, production, treatment, storage or
transportation capability in the Seller’s System, or if Seller needs to Cause repqirs to be made w the Seller’s Systam to
repair, replace or imnprove the level of water service to jts customers, then Seller shall have the right, after reasonable
notice to the Purchaser and apportuniry for consultation, to eunail or limit service to the Purchaser and all other
customers of Seller on a reasonable, non-discriminatory basis so that all similarly situated customers are treazed equally,
faizly and uniformly. The Purchaser further agrees, in times of such smergency or shortage or the need for repair,
replacement or improvement of the Seller’s System, to ke appeopriate action to curtail or Limit all usage by the
Purchaser so that all usery of the water from both entities will be equally and uniformly restricted and protected. Any such
measures taken by the Purchaser will be at Jeast as stringent as those 2dopted by Seller for the Seller. Notwithstanding
anything herein to the contrary, if it is ever determined by any governmental or regulatory anthority that provision of
pouble water by Seller under this Contract or curtailment or limitatién of water by Seller to any of its customers is in
violation of applicable law, regulation or order, then Selley, after reasonable aotice to the Purchaser and opportunity for
cousultation, may take such action as will best effectuate this Contract and comply with applicable law.

Section 2.07. Re¢sale. Purchaser agrees notto convey watsr purchased from Seller to any perton or entty
outside Purchaser’s Service Area, unless Purchaser has received prior written approval from Seller, which approval may
be granted or denied at Seller’s sole discretion. For purposes of this provision, "convey” means 1o sell, trade, donate,
exchange, transfer title, or contract therefor.

Section 2.08. Additiopal Customners. Seller shalt have the right to supply water to its retail customers and to
ealer into writien treated water supply coatracts with additional wholesale customers (“Additional Wholesale
Customers™); provided, however, Seller agrees that it will not provide retail water utility service within Purchasar’s Service
Area iy BRI O CEE PSSP Additonal custorners will be charged for water at
rates established from time to time by Seller’s city council. Seller reseirves the right to establish different rates for
customers taking water at differcat paints of delivery or under pre-existing contracts as of the Effective Date; provided,
however, the rates charged by Seller shall fairly allocate costs among all of Seller’s customers, subject to such pre-cxisting
contracts as of the Effective Date.
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Section 2.09. Conservation Plan. Within 120 days of the Effective Date of this Conract, Purchaser shal)
develop, if it has not done so already, a water conservation plan which incorporates loss reduction measures and demand
management practices designed to ensure that the potable water delivéred under this Contract is used in an ecorwomically
cHicienr and environmentally sensitive manner. Purchasers’ conscrvason plan must comply with all requirements
imposed by law, including (without limitation) agy applicable rules of the TCEQ, and it shall be updated as necessary to
remain compliant with such requirements. Upon request, Purchaser shall fumish a copy of its conservation plan to Seller.

L.
METERING

Section 3.01. Installation: OXM. Seller shall design, construct, install, operate and maintain any meter
vaull(s), wetesing equipment, and associated appurtenances as determined by Seller, in its sole disaretion, to be necessary
to properly measure and conirol the quantity of water delivered to Purchaser under this Contract. Such metering
equipmert shall remain the property of Selier. Purchaser shall have access 1o such metering equipment af all reasonable
times, but the reading, calibration, and adjustment of such metering equipment shall be conducted only by the employees
or agents of Scller. Any metering equipment used under this Contract shall measure flow rate within an accuracy of + 2%.

Section 3.02. Books and Records. For purposes of this Contract, the original record or reading of the meter
shall be in a journal or other permanent record of Seller in its office. Upon written request of Purchaser, Seller
will give Purchaser a copy of such joumal or record, or permit Purchaser to have acoess thereto during reasonable
business hours in the office of Seller whercin such records are customarily kept.
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Sectiop 3.03. Calibration. At least once each calendar year, Seller shall test the calibretion of the etering
equipment Seller installs pursuant (o this Contract. By giving written notification to Seller, Purchaser may request one
additional calibration test per year to be paid for sotely by Purchaser. When such an additional calibration test is
requested, the additional calibration test shall be conducted in the presence of an authorized representative of Purchaser
as soon as possible afier the Seller receives the requests. Purchaser shall have the right to have a cepresentative present ay,
any calibration test conducted under this Contract, and Seller shall give Purchaser at least forty-eight (48) hours advanced
notice before each calibration. If a representative of Purchaser is not present at the time set in Seller’s notice, Seller may
proceed with calibration test and any adjustment(s) in the absence of any representative of Purchaser. After each
calibration test, Seller shall provide Purchaser with the test cesults.

Sectiop 8.04, Inaccuracy; Down Time. If any calibration test reveals that the percentage of inaccuracy of any
metering equipment used under this contract is in excess of two percent (2%), registration of such metering equipment
shall be corrected for a period extending back to the time when such inaccuracy began, if such time is ascenaioable. If
such tirpe is not ascertainable, then the registration shall be corrected for a period extending back one-half {1/2) of the
time elapsed since the last dage of calibration, but in no event furthes back than a period of six (6) months. Ifforany
reason any metering equipment is out of service or out of repair so that the actual amount of water delivered during such
period cannot be ascertained or corputet,, the amount of water delivered during such period cannot be ascertained ot
computed, the amount of water delivered during such period may be estimated: () by correcting the error, if the
percentage of the error is ascentainable by calibration tests or mathematical calculation; or (i) by estimating the: quantity of
water delivered by deliveries during the preceding period undex similar conditions when the meter or meters were

registering accurately,

Section 3.05. Ingress and Egress, Purchaser agrees to provide ingress and egress for Seller’s eraployees and
agends Lo install, operate, inspect, test, and maintain facilities owned or maintained by Seller on Purchaser’s premises.

V.
BILILING AND PAYMENT

Section 4.01. Payments for Service. Purchaser shall pay Seller monthly for water delivered pursuant to rhis
Contract at prevailing rates established in Seller’s Rate Schedule. SeMlers’ duty to fix just, reasonable and non-
discriminatory rates is subject o Seller’s obligations under any other waier sale contracts existing as of the Effective Date.

Section 4.02. Initial Rates. At the time of the execution of this Contract, the prevailing rates uader Selley’s
Raze Schedule applicable to water delivered pursuant o this Contract is a. base rate of $ 119.50 per each three inch (37)
rmeter plus 2 volume charge of $ 2.14 per 1,000 gallons for all water used above the base volume allowance, which is
Seller’s minimum inside-city retail water rate. In addition, achage of § 2.70_per 1,000 gallons used per month shall be
charged when the water usage is in excess of the maximum amount agreed to be fumished by the Seller. “The Parties
acknowledge and agree that these stated rates, while prevailing as of the execution of this Contract, may be changed or
modified from time to time by Seller in accordance with Section 4.08 of this Coruract during the time it remains in effect.

Section 4.03. Rate Revision. a. Purchaser acknowledges and agrees that Seller’s city council has the right to
revise by ordinance, froem time to fime and as needed, the rates charged hereunder to covér all reasonable, actual, and
expected costs incurred by Seller 1o provide the potable water supply service to Seller’s cugtomers. Except as provided in
Subsection b. below, if, during the term of this contract, Seller revises its minimum inside city retail water rate, then such
revised ratc shall likewise apply to water nsage by Purchaser under this Contract. .

b. Notwithstanding Subsection a., Seller may, upon giving three (3) months prio;r written notice to Purchaser, fix
2 rate for water usage by Purchaser under this contract consistent with the methedology described in Exhibit A. Once

Seller has begun utilizing the methodalogy described in Exhibit A to fix the wholesale raté for Purchaser, then Seller shall -

give Purchaser a minimum of one months notice of any rate revisioa(s). Purchaser further, agrees to give Seller a
minimum of ten (10} days written notice of inteat (o protest rates or any other condition of service.

¢ Following notice of any rate revision(s), Purchaser, in addition to all ather remiedies provided by law, shall
have the right to seek a review of said rake revision under Section 13.043, Texas Water Code.




d. Except during emergencies when Seller is unable to meet all of Purchaser’s water supply needs, Purchaser
agrees (o use as its sole source of water supply only water purchased frora Seller under this Contract to meet all of the
needs of Purchaser’s custorecs. If in any calendar year during this Contract Purchaser obtains water from another source
other than for said emergency pusposes, then Pumhascrshaﬂinmyemwpay&ﬂuduﬁnguidcalendaryaarfora
minimum amount of water equal to the greater of the amount of water actually delivered by Seller to Purchaser duning
each monthly billing eycle or 3,000,000 gallons per monthly billing cycle during said year. (Mininmum bill was calculated
at approximately fifty percent (50%) of the past three (3) years average usage).

Section 4.04. Connection Fee. Purchaser shall pay to Seller, as an agreed cost, a separate fee to connect
{“connection fec”) Purchaser’s delivery and distribution systemn to Scller’s Delivery System (This fee applies 1o new or
upgraded connections), The connection fee shall be determined by the size of the tap, raeter and meter vault and
associated appurteoances required. Currenty a three-inch (3% tap connection and meter will be placed for a fee not ta
exceed $12,000.00. Connection fees shall be excluded from Seller’s rate base for purposes establishing rates under
Seller’s Rate Schedule.

Section ¢.05. Billing Procedure. Seller will render bills for the payments required by Section 4.0] on or
before the tenth (10°) day of each mouth. Such bills shall be due and payable on or before the fifth (5% day nfthe
sucteeding month or twenty-five (25) days aficr such bill is deposited in the United States mail, properdy stamped and
addressed, whichever is later. Bills shall be deemed paid when payment sctmally has been received by Seller. A late
charge of ten percent (109) shall be applied to any bill not paid on-or before the due date. Seller may fror lime to tirpe,
by forty-five {45) days written notice, change the monthly date on which it shall render bills and the corresponding due
dates.

Section 4.06. Disputed Bills. If Purchaser disputes the amount of a bill rendered by Seller purswant to this
Contract, Purchaser shall nevertheless pay such bill in accordance with Section 4.04. If it is subsequently deterenined by
agrecment or a final, unappealable court order that the amount of the disputed bill should have been less (or more), the
amount of the bill shall be promptly and appropriately adjusted, and the amount of any reimbursement {or additional
paymen) that is due after the adjustment shall be paid by the owing Party within ten (10) days of such agresment or cowt
order. If not paid when due, such amounts shall bear interest at the rate of ten percent (10%) per annum froin the due
date until paid. Provided, however, iaterest may be waived by the Party to whom the amount is owed.

V.
STANDARDS
Section 5.01. Plurobing Regulations. To the extent Seller and Purchaser have the suthority, both covenant

and agree to adopt and enforce adequate plumbing regulations with-provisions for the proper enforcement thereof, to
ensure that neither cross-connection or other undesirable plumbing practices are pesmirted, including an agreement with
cach of their respective water customers that allows the retail provider to said customer to inspext individual water Bacilities
prior to providing service lo enswe that no substandard materials are used and Lo prevept eross-connection and other
undesirable plurnbing practices.

Section 5.02. Air Gaps; Backflow Preventers. Purchaser shall provide air gaps for any ground storage and
backflow preventers for any elevated storage. -

VI
TERMINATION; H UE; R

Section 6.01. Termination Due to Jilegality or Impossibility. Seller may terminate this Contract if it
becomes illegal or impassible for Seller o pexform its obligations hereunder due to the occurtente of any one or more of
the following:

(1 the cancellation, amendraent, or other limitation by any local, state, or federal agency of any perzmit(s),
amendment(s), license(s), or authorization(s) required for Seller to appropriate for municipal use and/or sell the
water to be furnished to Purchaser under this Contract or to operate and maintain Seller’s System to deliver such
waltr; or



{9) the final adoption or issuance of any order, nule, regulation or determination by a court or govermmental
agency rendering this Contract unenforceable. Seller will vigorously defend against any such order, nule,
regulation or determination, including the tmely filing and diligent prosecution of any appeal necessary to ensure
Seller's delivery of water under the provisions of this Contract. Seller shall not consent to the adoption or

issuance of any order, rule, regulation or court or governmental agency determination rendering Seller’s service
to Purchaser illegal or impossible.

If Seller desires to tenminate this Contract by reason of any of these events, Selter shall, within three (3) months after is
acquires knowledge of such event, deliver to Purchaser a written notice stating such desire, desaxibing the event, and
specifying the date on which this Contract is to terroinate and become null and void, which date shall be at le:ast six (6)
months from the date of such notice.

Section 6.02. Termination for Non-Payment. If Seller determines Purchaser has not paid the full amount owed
for any payment duc to Seller under this Contract within the tiroe provided therefor, Seller shall give written notice to
Purchaser stating the amount Selier has determined is due and unpaid. If the Seller gives notice as provided herein and
Purchaser fails 1o pay within thirty (80) days the amounts claimed in such notice to be due and unpaid, Seller may, at its
sole option and upon giving tea (10) days written notice to Purchaser, terminate this Contract without recourse. 1§
Purchaser should dispute its obligalion to pay all or any part of the amount stated in any statement or notice, Purchaser
may, in addition to all other rights that Purchaser may have under law, pay such amount under protest, inwhich case such
amount shall be deposited by Seller in an interest bearing account mutwally acceptable to both Seller and Purchaser
pending final resolution of such dispute. Seller may not terminate this Cantract for failure 10 pay the amount stated in any
statement or notice if Purchaser pays such amount under protest. In the event Purchaser timely appeals any o in
. rates under Section 13.043(D, Texas Water Code, as provided at Section 4.03 of this contract, the disposition of any

disputed amount may be determined otherwise by the TCEQ.

Section 6.03. Termipation Duc to Default. Except as otherwise provided herein, if either Party deflts in the
observance of performance of any of the material provisions, agreements, or conditions to be observed or performed on
jits part under this Contract, the other Party may give written nosice to the Party in default of its intention to terminate this
Contract, specifying the material failure or defult relied upon. Upon the expiration of fosty-five (45} days aficr the giving
of such notice, this Contract shall terminate without recourse, unless, within such forty-five (45) day pericd, ot such longer
period 2s may be specified in such notice or any amendment of or supplement to such notice, the default specified in such
notice shall have been fully cured.

Section 6.04. Waiver. No rights under this Contract may be waived except by written amendment executed by
the both Parties.

Section 6.05. Remedies Not Exclusive. The remedies expressly set forth in this Contract shall not be
considered exclusive.

Section 6.06. Venue. The Parties acknowledge and agree that this Contract’s place of performance is Navarro
County, Texss. Any kegal proceeding brought to enforce this Contract or any provision hereof shall be brought in
Navarro County, Texas.

Section 6.07. Damage to Systems. Neither Party shall not be liable in damages for damage to the other Party’s
System resulting from actions of the Parties in compliznce with this Coniract, unless such damage is due to the Party’s
negligence or willful misconduct.

Section 6.08. Chemical and Bacterologica) Content, Purchaser agrees to hold Seller whole and harmless
from any claims or damages arising as a result of the chemical or bacteticlogical content of the water provided to
Purchaser under this Contract, unless such claims or damages are caused by the Seller’s negligence. or willful misconduct.

Section 6.09. Specific Performance Recognizieg that the Parties’ undertakings in this Contract are obligations,
the failure in the perfonmance of which cannot be adequately compernsated in money darpages, the Parties agre: that, in
the event of any default, the non-defaulting Party shall have available to it the equitable remedy of specific performance in
addition to other legal or equitable remedies which may be available.
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Section 6.10. Force Majewre, Ifby reason of force majeure, either Party shall be rendered unable, wholly or in
part, (o carry oul its obligations under this Contract, aad if such Party gives notice and full particulars of such force
majewss; in writing, Lo the other Party within @ reasonable time after occurrence of the event or cause relied on, the
obligations of the Party giving such notice (other than obligations for the payment of money), so far as they are affected by
such force majeure, shall be suspended during the continuance of the inability then claimed, including a rezsonable time
for removal of the effect thereof. The term “force majeure” shall mean acts of God, strikes, lockouts or other industrial
disturbances, acts of the public enemy, orders of any kind of e Government of the United States, or of any state thereof,
or of any agency of the United States or any state, or any other civil or military anthority, inswrrections, riots, epidemics,
tandslides, lightening, earthquakes, fires, hurricanes, tomadoes, storms, floods, washouts, droughits, arrests, civil
disturbances, explosions, breakage or accidents to machinery, equipment, transmission pipes, canals or similar facilities,
shortages of labor, materials, supplies or transportation, or any other cause not reasonably within the control of the Party
claiming such inability. The Paties shall use their best efforts to remove the cause of any force majeure. The
requiremnent that any force majewrs shall be reasonably beyond the control of the Party shall be deemed 10 be fulfilled
even though the existing or impending strike, lockout or other industrial distarbance may not be settled but could have
been seled by acceding to the demand of the opposing person or persons.

Section 6.11. Indemnity. Purchaser shall indemnify Seller and hold Seller harraless for any loss or payment

made on any claim or liability for injury or damage to Seller or Seller’s eqnipment or facilities caused by the negligence of
Purchaser, its employees, agents or assigns,

Vi
' GENERAL, PROVISIONS
v Section 7.01. Term and Renewal. This Contract shall be effective as of the Effective Date, and, unless sooner
termanated as provided berein, shalt remain in effect for a pericd of thirty-four (34) years (September 5, 2087 the “Inisal
Term®).- Upon expiration of the Initial Term, this Contract may be renewed or extended for such tarm(s) s may be
agreed upon by Seller and Purchaser. )

Section 7.02. No Third Pasty Beneficiary. The Parties hereto are entering into this Contract solely for the
benefit of themselves and agree that nothing herein shall be construed to confer any right, privilege, or benefit on any
person of entity other than the Parties hereto and their successor{s) or assign(s).

Section 7.03. Assignment. Purchaser, without the necessity of obtaining Seller’s consent, may assign this Contract
to the United States of America, acting by and through the Departrent of Agriculture Rural and Economic Dievelopmens
and its successors and assigns, as security for any loan to be made by the United Stases Department of Agriculiure Rural
and Economic Development to Purchaser. However, Purchaser may not otherwise transfer,
sell, hypothecate or assign this Contract or Purchaser’s vights and duties hereunder, without the express writter, consent of
Selley, This provision shall in no way restrict the right of Purchaser to sell the water fumnished by Seller under this
Contract to any of Purchaser’s customers.

Section 7.04. Notices. All notice, requests, demands and other communications hereunder shall be iri writing
and shall be deemed 1o have been duly given whea sent by Brst-class mail, postage prepaid, addressed:

if to Seller:
Mayor, City of Corsicana
200 North 12* Street
Corsicana, Texas 75110

if to Purchaser:
President, Corbet Water Supply Corporation
159 FM Rd 2452
Corsicana, Texas 751510730

or, in each case, at such other addyess in the State of Texas as may hereafter have been designated most recently in writing
by the addressee to the addressor. :
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Section 7.05. Sevembilicy. IndwevcntdmanychuseorpmmlonofthlsCanmcuhznbel\e!d._mht-mvahdby
auywunofcompereujumdwnon.dwmvahdxtyofsuchclau.lseorpmmnshallnouﬂ'euanyo&hemmmng
provisions hereof. Each Party may specifically, but only in writing as provided in Section 6.04, waive any breach of this

- Comctbydueo&lerl’axtybutnosuchwau.crsballbedcemedmconmmtcawmwofmndarorod\ethnuhcsbymch
other Party.

Section 7.06. Wm&mmwmducmmmmdm&MmmmemM

matter hereof, and no verbal or written agreement(s) or commitment(s) shall have any force or cffect if not contained . -
heccin,

Section 7.07, __M This Contract may be madified or amended only by an instrumcat signec by the
duly authorized representative of each of Party.

Section 7.08. Mukiple Cgunterparts. ﬂusConmmzyhemmdmmnlcoumemam.mhofwhmhslmu
be deemed an original, and all of which shall constitute coe and the same instrument.

Section 7.09. Caption Headings: Interpretation. The caption headings of this Contract are for reference
purposes only aud shall not affect its interpretation in any respect. “This Contract aad all the terms and provisions hereof
shall be liberally construed to effechaate the purposes set forth herein and to sustain the validity of this Cantract.

[N WITNESS WHEREOQF, the Parties hereto, acting under authority of their respective governing bodies, have
caused this Contract to be duly executed in three (3) counterparts, each of which shall constinite 2n origiaal.

ATTEST:

PURCHASER:

CORBET WATER SUPPLY CORPORATION

By: ['%L —?@A




RESOLUTION NO. 2027

A RESOLUTION OF THE CITY COUNCIL OF THE CITY

OF CORSICANA, TEXAS AUTHORIZING A NEW WATER
PURCHASE CONTRACT WITH CHATFIELD WATER SUPPLY
CORPORATION.

WHEREAS, on the 5* day of September 1967, the City of Corsicana entered into a fifty
(50) year contract for the sale and purchase of treated water with Chatficld Water Supply
Corporatior; and

WHEREAS, Chatfield Water Supply Corporation has deemed that the purchase of
additional water is necessary in order to comply with Texas Commission on Environmental

Quality requirements; and

WHEREAS, Chatfield Water Supply Corporation desires to enter into.a new Water
Purchase Contract for the purchase of a volume not to exceed 60,000,000 gallons per month.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE.
CITY OF CORSICANA, TEXAS, that the City of Corsicana is hereby authorized to enter into
a contract with Chatfield Water Supply Corparation for the purchase of additional water with a
new confract term of thirty-eight and one-half (38 1/2) years, thus expiring September $, 2042.

PASSED and APPROVEP majority vote of the City Council of the City of Corgicana,
Texas thiséﬂg day of , 2004.

ATTEST:

APPROVED AS TO FQRM:

AN




WATER SUPPLY CONTRACT

This Water Supply Contract (the “Coutract”) is entered into as of the 26 #4 day of g/, 2004 (the
“Bffective Date”), between the CITY OF CORSICANA, Texas (“Selter™) and CHATFIELD WATER SUPPLY
CORP (“Putchaser™). .

RECITALS

WHEREAS, Séller and Purchaser have heretofore entered into that certain *“Water Supply Contract” dated
September 5, 1967, as amended by documents dated February 5, 1970 and December 26, 1979 and January 5, 1982
and Noveaber 28, 1995 and November 20, 2000 {collectively, the “Prior Contract”); and

WHEREAS, Purchaser has requested that the Prior Contract be amended to purchase additional water fiom
seller; and

WHEREAS, Seller has numcrous wholesale pucchaser of water, including Purchaser, under various
contracts and Seller desires to begin implemeating a system-wide cousistent rate making methodology for fair and
non-discriminatory treatment of its wholesale customers, including Purchaser, using accepted rate making principles
to recover the cost of providing service to said wholesale customers and; ;

WHEREAS, Seller and Purchaser desire to cffect amendment of the Prior Contract as set forth herein and
to completely restate herein the entire agreemeat between the parties;
\

NOW, THEREFORE, in counsideration of the foregoing, the mutual benéfits, covenants and agreements
expressed herein, and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Seller agrees to furnish.and Purchaser agrees to pay for potable water service upon the following
terms and conditions: )

L
DEFINITIONS

Section 1.01. Defipitions. The following terms shall have the meaning assigned to them below wherever
they are used i this Contract, unless the context clearly requires otherwise:

“ddditional Wholesale Customers”™ means any persons of entities, other than Purchaser, receiving
wholesale water service from Seller as provided in Section 2.08.

“Contract™ means this Water Supply Contract between Seller and Purchaser.

“Delivery Points” means the mutually agreeable points, more fully described {n Section 2.04, at which
Seller will deliver potable water to Purchaser.

“Effective Date " means the date on which this Contract is made, as reflected in the first sentence on the
first page of this Contract.

“Parties’’ means the Partios to this Contract, the Seller and Purchaser.

“Prior Contract” means the prior agresment, as amended, betwoen Seller and Purchaser as described in the
Recitals of this Coatract.

“Purchaser " means Chatfield Water Supply Corparation.

“Purchaser s Service Area” weans the treated water service area, as currently designated fn Purchaser's
certificate of convenience and necessity (CCN).




o,

“Purchaser’s System" means the potable water storage and distribution facilities of Purchaser used by
Purchaser to deliver the potable water to Purchases’s retail customers.

“Rate Schedule” means the rates stipulated for customers, including Purchaser, in the City of Corsicana’s
Schedule of Rates, as amended or revised by Seller’s city council from time to time, but no more frequeatly than
anaually.

“Seller" means the City of Corsicana,

“Seller’s System” means the property and facilities owned or used by Seller to supply, stare, divert, wreat,
transport and deliver water to Purchaser and Additioaal Customers and all celated property intecests, rights,
facilities, equipment and materials including (without limitation) any appurienances, extensiops, improvements, or
additions thereto and replacements thereof.

“TCEQ" means the Toxas Commission on Enviconmental Quality or any of its predecessac or successor
agencies which perform substantially the same function(s).

Sectlo;.t 1.92. Prier Centract. The Prior Confract is terminated and superseded by this Contract,

I
WATER SALES AND DELIVERY

Section 2.01. Water Delivery. Subject to the terms and conditions of this Contract, Seller agrees to sell
and deliver potable water meeting the minimum applicable standards for drinking water for human consumption to
Purchaser at the Delivery Points for municipal use within Pucchaser’s Setvice Area, in an amount sufficient to meet

Putchaser’s volume and demand requirements, but not to exceed 2,000,000 __ gatlons per day or 60,000,600
gallons pec month. :

Section 2.02. Avaitability amd Deliverability. Seller’s duty to deliver potable water under this Contract is.
subject to and {imited by the availability, as determined by Seller, of Seller’s water supply and Selter’s ability to

Section 2.03._ Use of Water. The usufructory right to the water sold to Purchaser shall remain in Seller
until it passes through the metering equipment located at the Delivery Paints, 4t which time such. usufructory right
shall transfer to Purchaser. Then, to the extent the reuse of retura flows is allowed by law, the usufructory right to
the water shall revert back to Seller as soon as Purchaser dischacges the water into any State siream or watercourse.,
Purchaser agrees that it shall acquite no rights ar title for the use of water other than those rights explicitly set forth
in this Contract. Nothing in this Contract, however, shall be construed as imposing any duty or liability on Sellec
regarding the quality of water dischacged by Purchaser from Purchaser’s System and all such duties and obligations
shall be, and remain, those of Purchaser.

Scction 2.04. Delivery Points. Initially, the Delivery Points are as follows: i) from an existing six inch
(6”) meter on the South side of West Highway 31, East of True Serve Distribution Center; and ii) from an existing
two inch (27) meter on the North side of West Highway 31, East of Jeld-Wen Windows; and iii) from an existing
two inch (2”) meter oa the North side of West Highway 31, West of Corsicana Bedding. In the future, Purchaser -
may request additional delivery points for the delivery of potable water under this contract, which shall be deemed
to be a part of this Contract (theceby amending this Section 2.04) if approved by Seller in writing.



facilities, as required, to accommodate and provide for Purchasers’s pressure requirements. Such facilities shall be
part of Purchaser’s System and constructed, operated, and mainGined at Purchaser’s expense.

Section 2.06. Termluation, Discontinuance snd Curtailment of Service; Modification of Contract.
Notwithstanding any other provision hereint ta the contrary, it is specifically understood and agreed between the
parties that the obligation of Seller to pravide potable water to the Purchaser during the term of this Coatract is
neither superior nor inferior to the obligation of Seller to provide similarly situated customers with water and to its
Additional Customers or any future Additional Customers of Seller’s System. Pursuant to such understanding, the
parties hereby agree that if it is ever reasonably determined by Seller during the term of this Confract that it is unable
to adequately provide water to its customers because of an emergency ot shortage of water sepply, production,
freatment, storage or transportation capability in the Seller’s System, or if Seller needs to cause eepairs to be made to
the Seller’s System to repair, replace ot improve the level of water service to its customers, then Seller shall have the
right, after reasonable notice to the Purchaser and opportunity for consultation, to curtail or limit service fo the
Pucchaser and all other customers of Seller on a reasonable, non-discriminatory basis so that all similarly situated
customers are treated equally, fairly and uniformly. The Purchaser further agrees, in times of such emergency or
shortage or the need for repair, replacement or ituprovement of the Seller’s System, to take appropriate action to
curtail or limit all usage by the Purchaser so that all psecs of the water from both entities will be equally and
uniformly restricted and protected. Any such measures taken by the Purchaser will be at least as stringeat as those
adopted by Sellec for the Seller. Notwithstanding anything herein to the contracy, if it is ever determined by any
governmental oc regufatary authority that provision of potable water by Seller under this Coatract o curtailment or
limitation of water by Seller to any of its customers is in violation of applicable law, regulation or order, then Seller,
after teasonable notice to the Purchaser and opportunity for consultation, may take such action as will best effectuate
this Contract and comply with applicable law. -

Seetion 2.07. Resale. Purchaser agrees not to convey water purchased from Seller to any person or eatity
outside Pucchasec®s Service Area, unless approved by the appropriate state or federal agéncy. For purposes of this
provision, “convey” means to sell, trade, donate, exchange, transfer title, ot contract therefor.

Section 2.08. Additional Customers. Seller shall have the right to supply water to its retail customers and
to enter into written treated watér supply coutracts with additional wholesale customers (*Additional Wholesale
Customers”); provided, however, Selfer agrees thiat it will not provide retail water utility service within Purchaser’s
Service Ares unless Purchaser's Service Area is within Seller's Service Arca. In areas of dual cectification the
Seller and Purchaser, by developing additional writtea agreements, may agree to levels of service for existing and
future residential and industrial customers. Additional customers will be charged for water at rates establistied from
time to time by Sefler’s city council. Seller reserves the right to establish different rates for customers taking water
at diffecent points of delivery oc under pre-existing contracts as of the Effective Date; provided, however, the rates

charged by Seller shall fairly allocate costs among all of Seller’s customers, subject to such pre-existing contracts as
of the Effective Date,

Section 2.09. Conservation Plan. Within 120 days of the Effective Date of this Contract, Purchaser shall
develop, if it has not doe so glready, a water conservation plan which incorporates loss reduction measuces and
demand management practices designed to ensure that the potable water delivered under this Coatract is used in an
economically efficient and environmentally sensitive manner. Purchaser’s conservation plan must comply with il
tequiremeats imposed by law, including {(without limitation) any applicable rules of the TNRCC, and it shall be
updated as necessary to remain corpliant with such requiremeats. Upon cequest, Pucthaser shall furnish a copy of
its conservation plan to Seller. '

L
METERING

Sectiom 3.01. lastaflation; O&KM. Seller shall design, construct, install, operate and maintain any meter
vault(s), metering equipment, and associated appurtenances as determined by Seller, in its sole discretion, to be
necessary {o properly measure and control the quantity of water delivered to Purchaser under this Coatract. Such
metering equipmerit shall remain the property of Seller. Pirchaser shall have access to such metering equipment at
all reasonable times, but the reading, calibration, and adjustment of such metering equipment shal! be conducted




only by the employees or ageats of Seller. Any metering equipment used under this Contract shall measure flow
rate within an dccuracy of £ 2%.

Section 3.02. Books and Records. For purposes of this Contract, the original record ar reading of the
meter shall be in a journal or other permanent record.of Seller in its office. Upon written request of Purchaser,
Selter will give Purchaser a copy of such journal or record, or permit Purchaser to have access thereto during
reasoaable business bours in the office of Seller wherein such cecords are customarily kept.

Section 3.03. Calibration. At least once each calendar year, Seller shall test the calibcation of the

.metering equipmeat Seller installs pursuant to this Contract. By giving written notification to Seller, Purchaser raay
request one additional calibration test per year to be paid for solely by Purchaser. When such an additional
calibration test is requested, the additional calibration test shall be conducted in the presence of an authorized
representative of Purchaser as soon as possible afier the Seller receives the requests. Purchaser shall have the right
to have a representative present at any calibeation test conducted under this Cantract, and Seller shall give Purchaser
at least forty-cight (43) houcs advanced nofice befoce each calibration. If a representative of Purchaser is not present
at the time set in Seller’s notice, Seller may proceed with calibration test and any adjustment(s) in the absence of any
representative of Purchaser. Afier cach calibration test, Seller shall provide Purchaser with the test results.

Section 3.04. Inaccuracy; Down Time. Ifany calibration test reveals that the perceatage of inaccuracy of
any metering equipment used under this confract is in excess of two percent (2%), registration of such metering
equipment shall be corrected for a period extendiag back to-the time when such inaccuracy begag, if such time is
ascertainable. If such time is not ascertainable, then the registration shall be corrected for 2 period extending back
one-half (1/2) of the time elapsed since the fast date of calibeation, but is no event further back than a period of six
(6) mtonths, If for any reason any metering equipment is out of service or out of repair sd that the adtual amouat of
water delivered during such period cannot be ascertained or camputed, the amount of water delivered during such
period cannot be ascertained or computed, the amount of water delivered during such petiod may be estimated: ()
by cocrecting the eror, if the percentage of the ecror is ascertainable by calibration tests or mathematical caloulation;
ot (i) by estimating the quantity of water delivered by deliveries during the preceding period under similsir
conditions when the meter or meters were registering accurately.

Section 3.05. lagress and Epress. Purchasec agrees to provide ingress and egress for Seller’s employees
and ageats to install, operate, inspect, test, and maintaic facilities owned or mainteined by Seller on Purchaser’s
premises,

Iv.

BILLING AND PAYMENT

Section 4.61. Payments for Service. Purchaser shall pay Seller monthly for water delivered pursuant to
this Contract at prevailing rates established in Scllec’s Rate Schedule. Seller’s duty to fix just, reasonable and hon-

discriminatocy rates is subject to Seller’s obligations under any othier water sale contracts existing as of the Effective
Date.

Section 4.02. Initial Rates. At the time of the execution of this Contract, the prevailing rates under

. Seller's Rate Schedule applicable to water delivered pursuant to this Contract is a base rate of $ 397.10 for a six
inch (6”) meter and $.63.50_for a two inch (2”) meter plus a volume charge of $ 2.14 per 1,000 gallons for all water

- used above the base volume allowance, which is Seller's minimum inside-city retail water rate, Ia additjon, & charge
of$2.70_per 1,000 galions used per month shall be charged whien the water usage is in excess of the maximum

amount agreed to be furnished by the Seller. The Parties acknowledge and agree, that these stated tates, while

prevailing as of the execution of this Contract, may be changed or modified from time to.time by Selier in

accordaace with Section 4.03 of this Contract during the tinie it remains in effect.

. Se.etion 4.03. Rate Revision. a. Purchaser acknowledges and agrees tﬁat Seller’s city council has the
. ng!lt to revise by ordinance, from tithe to time and ss needed, the rates charged hereunder to cover all reasonable,
actual, and expected costs incurred by Seller to provide the potable water supply service (o Seller’s customers.



}Bxcebt as provided in Subsection b. below, if, during the term of this contract, Sellec revises its minimum inside city
Tetail water rate, thea such revised rate shall likewise apply to water usage by Purchaser under this Contract.

b. Notwithstanding Subsection a., Seller may, upon giving three (3) months prior written notice to
Purchaser, fix a rate for water usage by Purchaser under this contract consistent with the methodology described in
Exhibit A. Once Seller has begun utilizing the methodology describéd in Exhibit A to fix the wholesale rate for
Purchaser, thea Seller shall give Purchaser & minimum of | months notice of any rate revision(s), Purchaser further
agrees to give Seller a minimum of ten (10) days writien notice of intent to protest rates or any other condition of
service.

¢. Following nofice of any rate revision(s), Purchaser, in-additioa to all other remedies provided by law,
shall have the right to seck a review of said rate revision under Section 13.043, Texas Water Code.

d. Except during emetgencies when Seller is unable to meet all of Purchaser’s water supply needs,
Purchaser agrees to use as its solc source of water supply only water purchased from Seller under.this Contract to
meet all of the needs of Purchaser’s customers. 1€in any calendar year during this Coatract Pucchaser obtains water
from another source other than for said emesgency pucposes, then Purchaser shall in 2ay event pay Seller during said
calendar year foc a minimum amount of water equal to the greater of the amount of watec actually delivered by
Selter to Purchaser during each monthly bitling cycle during 2aid year or _5.000.000 _gallons per monthly billing
cycle duriag said year. (Minimum bill was calculated at approximately fifty perceat (50%) of the past three (3)
years average usage).

- Section 4.04. Cannection Fee. Purchaser shall pay to Seller, as an agreed cost, a separate fee to connect
(“cofinegtion fee") Purchaser’s delivery and distribution system to Sellet’s Delivery System (this fee applies to new
or upgraded connections). The coonection fee shall be.determined by the size of the tap, meter, meter vault and
other appurtenances as reqaired.

Section 4.95. Billing Procedure. Sefler will render bills for the payments required by Section 4.01 on or
before the tenth (10%) day of each montt. Such bills shall be due and payable on or before the fith (5%) day of the
succeeding month or tweaty-five (25) days aRer such bill is deposited in the United States mail, properly stamped
and addressed, whichever is later. Bills shall be deemed paid when payment actually has been received by Seller. A
{ate charge of tea percent (10%) shall be applied to any bill not paid on or before the dye date. Seller may from time
to time, by forty-five (45) days written notice, change the monthly date on which it shall render bills and the
corresponding due dates.

Section 4,06, Disputed Bills. If Purchaser disputes the amount of a bill rendered by Seller pursuant to this
Contract, Purchaser shall nevertheless pay such bill in accordance with Section 4.04. [fit is subsequently
determined by agreement or a final, unapgiealable court order that the amount of the disputed bill should have been
less (or more), the amouat of the bill shall be promptly and appropriately adjusted, and the amount of any
reimbursement (or additional payment) that is due afier the adjustment shall be paid by the owing Party within tea
(10) days of such agreement ot court order. Ifnot paid when due, such amounts shall bear interest at the rate of ten

percent (10%) per annum from the due date until paid. Provided, however, interest may be waived by the Party to
whom the amount is owed.

V.
- STANDARDS

Section 5.01. Plumbing Regulations. To the extent Seller and Purchaser have the authiority, both
coverant and agree to adopt and enforce adequate plumbing regulations with provisions for the proper enforcement
thereof, to ensure that neither cross-connection ot other undesicable plumbing practices are permitted, including an
agreement with cach of their réspective water customers that allaws the retail provider to said customet to inspect
individual water facilities prior to providing service to easure that no substandard materials are used and to prevent
crass-connection and gther undesirable plumbing practices.




Section 5.02. Air Gaps; Backflow Preventers. Purchaser shall provide air gaps for the fixst ground
storage and backflow preventers for the first elevated storage from the point of connection(s) to the Seller's syster.

YL

TERMINATION; REMEDIES; VENUE; FORCE MAJEURE
Section 6.01. Termination Due ¢o Illepality or Impossibility. Seller may terminate this Cantract if it

becomes illegal or impossible for Sefler to perform its obligations hereunder due to the occutrence of any one or
more of the followiag:

(A) the cancellation, amendment, or other limitation by any local, state, or federal agency of
any permit(s), amendment(s), license(s), or authorization(s) required for Seller to
appropriate for municipal use and/or sell the water to be furnished to Purchaser under this
Coatract or to operate and maintain Seller’s System to deliver such water; or

(B) the final adoption or issuance of any acder, vule, regulation or determination by a court or
govemmental agency rendering this Contract unenforceable. Seller will vigorously
defend against any such order, rule, regulation or determination, including the timely
filing and diligent prosecution of any appeal necessary to ensure Seller’s deélivery of.
watec undex the provisions of this Coatract. Seller shalf oot cousent to the adoption or
issuance of any order, rule, regulation or court or governmental agency determination
rendering Seller's service to Purchaser illegal or impossible.

If Seller desires to terminate this Contract by reason of any of these eveats, Seller shall, within three (3) months afier
it acquires knowledge of such event, deliver to Purchaser a written notice stating such desire, describ ing the event,
and specifying the date on which this Contract is to terminate and become null and void, which datc shall be at least

six (6) months from the date of such notice. 2

Section 6.92. Terminaﬁolj for Non-Pavment. IfSelter defermines Purchaser has not paid the full amount
owed for any payment due te Seller under this Contract within the tiue provided therefar, Seller shall give written
natice to Purchaser stating the amount Seller has determined is due and unpaid, If the Seller gives notice as
provided herein and Purchaser fails to pay within thirty (30) days the amounts claimed in such hotice to be due aad
unpaid, Seller may, at its sale gption and upon giving tea (10) days written notice to Purchaser, terminate this
Coatract without recourse, If Purchaser should dispute its obligation to pay alf or any part of the amount stated in
any statement ot notice, Purchaser may, in addition to all other tights that Purchaser may have under law, pay such
amount under protest, in which case such amount shall be deposited by Sefler in an interest bearing account
mutuaily acceptable to both Seller and Purchaser pending final resolution of such dispute. Seller may not terqiinate
this Contract for faiture to pay the amount stated in any statement or notice if Pucchaser pays such amount under
protest. In the event Purchaser timely appeals any change in rates under Section 13.043(D), Texas Water Code, as

provided at Section 4.03 of this contract, the disposition of any disputed amount may be determined otherwise by
the TNRCC.

Section 6.0). Termination Due to Defaalt. Except as otherwise provided hecein, if either Party defaults
in the observaace or performaace of any of the material provisions, agreements, or conditions to be observed or
performed on its part under ¢his Contract, the other Party may give written notice to the Pacty in default of its
inteation to terminate this Coatract, specifying the material failure ar default refied upon. Upon the expiration of
forty-five (45) days after the giving of such notice, this Contract shall lerminate without recourse, unfess, within
such forty-five (45) day period, or such longer period as may be specified in such nofice or any amendment of or
supplement to such notice, the defanlt specified in such notice shall have been fully cured.

Section 6.04. Waiver. No rights under this Contract may be waived except by written amendment
executed by the both Parties. )

Section 6.05. Remedies Not Exclusive. The remedies expressly set forth in this Coutract shall not be
considered exclusive.



Section 6.06. Venue. The Parties acknowledge and agree that this Contract’s place of performance is
Navarro County, Texas. Any legal proceeding hrought to enforce this Contract oc any provision heceof shall be
brought in Navarro County, Texas.

. Section 6.07. Damage to Systems. Neither Party shall not he liable in damages for damagedo the other
Party’s System tesulting from actions of the Parties in compliance with this Contract, unless such damage is due to
the Party’s negligence or willful misconduct. .

Section 6.08. Chemical and Bacteriological Countent. Purchaser agrees to hold Seller whole and
harmless from any claims or damages arising as a result of the chemical or bactediological content of the water
provided to Purchaser under this Contract, unless such claims or damages are caused by the Seller”s negligence or
willful misconduct.

Section 6.09. Specific Performance. Recognizing that the Parties’ uadertakings in this Contract are
obligations, the failure in the performance of which cannat be adequately compensated in money damages, the
Parties agree that, in the event of any defautt, the non-defaulting Party shall have available to it thp equitable remedy
of specific performance in addition to other legal or equitable remedies which may be available.

Section 6,10. Force Majeure. If by reason of force majeure, cither Party shall be rendered unable, wholly
or in part, to carTy out its obligations under this Contract, and if such Party gives notice and fall particulars of such
force majeure, in writing, to the other Party within a reasonable time after occurrence of the event or cause relied on,
the abligations of the Pacly giving such notice (other than obligations for the payment of money), so far'as they are
affected by such force majeure, shiall be suspended during the continuance of the inability then claimed, including a
reasonable time for removal of the effect thereof. The term “focce majeure” shall mean acts of God, strikes,
lockouts or other industrial distucbances, acts of the public enemy, orders of any kind of the Governiment of the
United States, ot of any staie thereof, or of any agency of the United States or any state, or any other civil or military
authority, insuirections, riots, epidemics, landslides, lightening, earthquakes, fires, hurricages, tormadoes, storms,
floods, washouts, droughts, arcests, civil disturbances, explosions, breakage or accidents ta machinery, equipment,
transmission pipes, canals ot similer facilities, shortages of fabor, materials, supplies or transportation, or any other
cause rot reasonably withia the coatol of the Party claiming such inability. The Parties shall use their best effocts
to remove the cause of any force majeure. The requirement that any force majeure shall be reasonably beyond the
control of the Party shatl be desmed to be fulfilled even though the existing or impending sfrike, lockout or other
industrial disturbance may not be settled but could have been settled by acceding to the demand of the opposing
petson or persons.

Section 6.11. Indemnity. Purchaser shall indeinify Seller and hold Seller harmless for any loss or
payment made on any claim or liability for injury or damage to Sefter or Seller’s equipntent or facilities caused by
the negligence of Purchaser, its ecmployees, ageénts or assigns.

VIL
GENERAL PROVISIONS

Section 7.0f. Term and Renewal. This Contract shall be effective as of the Effective Date, and, unless
sooner terminated a3 provided herein, shall remain in effect until for a period of thirty ¢ight and one-half (38 %)
years (September 5, 2042 the “Initial Term™). Upon expiration of the Initial Term, this Contract may be remewed or
exteaded for such terni(s) as may be agreed upon by Seller and Purchaser.

Section 7.02. No Third Party Beueficlary. The Parties hereto are entering into this Contract solcly for
the benefit of themselves and agree that notliing herein shalf be construed to confer any right, privilege, or benefiton
any person or entity other than the Parties hereto and their successor(s) or assign(s).

Section 7.03. Assipnment. Purchaser, without the ne¢essity of obtaining Seller’s consent, may assign this
Contract ta the United States of America, acting by and through the Department of Agriculture Rural Developmeat
Administration and its succesgors and assigus, as security for any loan to be made by the United States Department




s,

of Agriculture Rural Development Administration to Purchaser. However, Purchaser may not otherwise transfer,
sell, hypothecate or assign this Cofitract or Purchasec’s rights and duties hereunder, without the express written
cansent of Seller. This provision shall in no way restrict the right of Purchasex to sell the water furnished by Seller
under this Contract to any of Purchaser’s customers.

Section 7.04. Notices. All nofice, requests, demands and other communications hereunder shall be in
writing and shall be deemed to have been duly given when seat by first-class mail, postage prepald, addressed:

if to Seller:

Mayar, City of Corsicana
200 North 12* Street
Corsicana, Texas 75110

if to Purchaser:

Chatfield Water Supply Corporation
P. O.Box 158
Powell, Texas 751530158

or, in each case, at such ather address in the State of Texas as may hercafter have been designated most recently in
writing by the addcessee to the addressor.

Section 7.05. Severability. in the eveat that any clause or provision of this Contract shalf be held to be
invalid by any court of competent jurisdiction, the invalidity of such clause or provision shall not affect any of the
remaining provisions hereof. Each Pasty may specifically, but oaly in writing as provided in Section 6.04, waive
any breach of this Contract by tho other Party, but no such waiver shall be deemed to constitute a waiver of similar
or other breaches by such other Party. '

Section 7.06. Emtire Agreement. This Contract contains the enfire agreement of the Parties regarding the

subject maties heceof, and no vecbal or written agreefnént(s) or commitment(s) shall have any force oc effect if not
contained hersin.

Section 7.07. Modification. This Contract may be modified or amended only by an instrument signed by
the duly authorized represeatative of each of Party.,

Section 7.08. Multiple Counterparts. This Contract may be executed in several counterparts, each of
which shall b¢ deemed an original, and all of which shall constitute ahe 2nd the same instrument.

Section 7.09. Caption Headings; Iuterpretation. The caption headings of this Contract are for reference
purposes only and shall aot affect its interprefation in any respect. This Contract and all the terms and provisions

heroof shall be liberally construed {o effectuate the purposes set forth herein and to sustain the validity of this
Coutract,

IN WITNESS WHEREOF, the Parties hereto, acting under authority of their respective governing bodies,
have caused this Contract to be duly executed in three (3) counterparts, each of which shall constitute an original,



ATTEST:

Cothy 22Nl low

City Sccrbtpfy

SELLER:
CITY OF CORSICANA

o

w4

_Presidef, Board of Directors
Chatfield Water Supply Corporation




WATER PURCHASE CONTRACT

This contract for the,sale and purchase of water is entered into as of the
____ib__day of éép‘t&m ber ., 1994, between the CITY OF

4

CORSICANA, Corsicana, Texas hereinafter referred to as the "Seller” and the CITY
OF KERENS hereinafter referred to as the "Purchaser". o

WITNESSETH:

WHEREAS, the Purchaser is organized and established under the ‘provisions
of a general law city in the State of Texas for the. purpose of constructing and
operating a water supply distribution system serving water users within the.area
described in plans now on.file in the-office of the Purchaser and to accomplish’ this
purpose, the Purchaser will require a.supply of treated water; and

WHEREAS, .the Seller owns and operates a water supply distribution system
with a capacity cutrently capable of serving the present-customers of the Seller's
system and the-estimated number of water users to be served. by said Purchaser ag
shown in the plans of the system now on file in the office of the Purchaser; and

WHEREAS, by City Commission approval of the ‘Contract on the

(o day of _Jegtem ber - 1994, by the Seller, the sale

of water to the Purchaser in accordance with the provisions’of the said contract was
approved, and the execution of this contract by the Mayor and attested by the City .
Secretary carries out the said action of the City Commission; and

HEREAS, by Resolution of the City Council of the Purchaser, enaéted on
the _( 6n day of ﬁeg{;e,m bher __, 1994, the purchase of water
from the Seller in accordance with the terms set forth in the said Resolution was

approved, and the execution of this contract by the Mayor and attested by the City
Secretary was duly authorized. ‘ _

NOW,; THEREFORE, in consideration of the foregoing and the m-ﬁtual
agreements hereinafter set forth, the Seller agrees: : GO

1. Quality and Quantity. To furnish the Purchaser at the point of delivery
hereinafter specified, during the term of this contract or any renewal or extension
thereof, potable treated water meeting applicable purity standards of the Texas
Natural Resources Conservation Commission in such quantity as may be required
by the Purchaser not to exceed ten million (10,000,000) gallons per month.
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