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Public Utility Commission of Texas
Central Records
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326

Q)u:icl,Cat, L.P.

26926 FM 29°8

Ma^;nolla> TX "•"35-t

-Main; 2S1-3534
Ea`: 281-3S6-5i82
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Re: Docket No 44794
Application for Sale Transfer Merger of Westside Utilities to Quadvest L.P.
Response to PUC Staffs First Request for Information &
Response to the October 9th Conference Call

To Whom It May Concern:

In response to the PUC Staff's request for information and the conference call on October
9th 2015, Quadvest respectfully submits the following information:

Staff 1-1: The Lake Pointe Estates Subdivision has been operating under PWS ID
No 0790189 for the past 15 years. The PWS ID number has been incorrectly identified as
0796189, which is simply a typographical error (0796189 instead of 0790189) that has
been perpetuated across various filings. In issuing the original CCN, TCEQ, the
regulatory authority with jurisdiction at that time over both the water utility regulatory
program under Chapter 13 of the Texas Water Code and the public water supply system
regulatory program under Chapter 341 of the Texas Health and Safety Code, considered
and evaluated the facts relevant to the construction and operation of the Lake Pointe
Estates Subdivision of Westside Utilities, and determined that issuance of a CCN based
on a sole Public Water Supply Registration (PWS) No. issued to the Fort Bend County
MUD 37, the wholesale provider of water service, satisfied applicable regulatory
requirements. As the attached TCEQ documents reflect, at the time that the original CCN
was being considered, TCEQ was aware that the developer would be constructing the
distribution system (see, e.g., Attachment E) but required no separate PWS Registration
No. for issuance of the original CCN. It is our position that the proposed Sale, Transfer,
Merger (STM) Application currently under consideration by PUC does not involve any
change in those factual circumstances and PUC should not revisit a decision that is not
the subject of the pending STM proceeding. The applicant in this STM proceeding is not
proposing to construct any additional facilities for Lake Pointe Estates Subdivision.

.O p

To the applicant's knowledge, at no time during the processing of the original CCN, any
of the amendments that followed, or to the present day has TCEQ required that a separate
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PWS Registration No. be issued in the name of Westside Utilities. If TCEQ, the
regulatory authority with jurisdiction over public water supply regulation, has not
required a separate PWS Registration No. be issued in the name of Westside Utilities, in
our view, it is not appropriate for the PUC to now require a separate PWS Registration
No. under the guise of a different regulatory program. The agency with exclusive
jurisdiction to determine whether an additional PWS Registration No. is required in the
name of Westside Utilities is TCEQ. While we have not been made aware of any
compliance issues associated the PWS Registration No., to the extent that those may

exist, we believe that TCEQ is the agency with jurisdiction to address those issues
separate and apart from the pending proceeding and any such issues should not impede or
affect the processing of the pending STM application.

Attachments:

• Attachment `A'
o TCEQ Conditionally Approved for Construction letter dated

March 29, 1999. This letter provides that the plans and specs for
the underground were submitted and approved for construction by
the TCEQ

• Attachment `B'
o Sampling inside the Lake Pointe Estates subdivision illustrating

compliance with TCEQ rules for a public water system. Included
are the samples taken from 1-15 thru 9-15. Additional samples can
be provided upon request.

• Attachment `C'
o Consumer Confidence Report (CCR) - The attached CCR was sent

out to customers in the Lake Pointe Estates subdivision for 2014.
Additional years of CCR can be produced upon request.

• Attachment `D'
o Letter from Fort Bend County MUD 37 confirming wholesale

agreement between Westside Water and FBCMUD 37, and
confirmation of the assignment of such agreement to Quadvest,
L.P. once the STM application is approved by the PUC.

• Attachment `E'
o Memorandum from D. Smith to K. Blaschke dated February 3,

2000 discussing CCN application and Developer installation of
water distribution system (and interconnect with MUD #37 for
wholesale utility services)..

Staff 1-2: Quadvest will provide retail service to the customers inside the lake Pointe
Estates subdivision utilizing the wholesale agreement in Attachment `D' for water and
sewer service to the subdivision.

Staff 1-3: Please see Attachment `D' for the written agreement between FBCMUD

37 and Quadvest, L.P.



The above information confinns that the current and future utility service to the Lake
Point Estates subdivision satisfies the PUC prerequisites for approval of the CCN for that
subdivision as part of the pending STM transfer application. Therefore, Quadvest
respectfully requests approval of the application.

If you have any questions please call me at 281-356-5347.

Thank y

Jeff Goebel



Attachment 'A'

TCEQ Approval for Construction
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R. B. "Ralph" Marquez, Commissioner ^

John M. Baker, Commissioner [g^u^ '^ 2^ J6 b'L '

Jeffrey A. Saitas, Executive Director ^

TEXAS NATURAL RESOURCE CONSERVATION COMMISS'IOIV°°°°°----------~ ~
Protecting Texas by Reducing and Preventing Pollution

March 29, 1999

Mr. Garald E. Munger, Jr., P.E.
Century Engineering, Inc.
3030 South Gessner, Suite 100
Houston, Texas 77063

Re: Fort Bend County MUD No. 37 - Public Water System I.D. #0790189
Proposed Water Distribution System for Lake Pointe Estates
Plan Review Log Number 902-013
Fort Bend County, Texas

Dear Mr. Munger: Jr.:

The planning material received on February 1, 1999, with your letter dated January 27, 1999 for
the proposed water distribution system has been reviewed. The project generally meets the
minimum requirements of the TNRCC's Chapter §290 - Rules and Regulations for Public Water
Systems (Rules) and is conditionally approved for construction if the project plans and
specifications meet the following requirements:

l The specifications provided do not have engineering seals, signatures and dates affixed as
required by the rules of the Texas State Board of Registration for Professional Engineers,
and Section §290.39(1) of TNRCC rules. The project was reviewed only with the
information contained in the plans;

2. All pipe must bear the National Sanitation Foundation Seal of Approval, as required in
Section §290.44(2) of the rules;

3. The hydrostatic leakage rate shall not exceed the amount allowed or recommended by
AWWA formulas in compliance with Section §290.44(a)(5) of the rules;

4. The project shall comply with the provisions in Section §290.44(b) of the rules, relating
to lead banned from piping and joints;

5. The system will be provided with sufficient valves and blowoffs, and all dead-end mains
shall be provided with acceptable flush valves and discharge piping, as required by
Sections 290.44(d)(5) and (6) of the rules;

P.O. Box 13087 s Austin, Texas 78711-3087 0 512/239-1000 ® Internet address: www.tnrcc.state.tx.us



Mr. Garald E. Munger, Jr., P.E.
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6. The project shall comply with all the provisions relating to water/sewer separation in
Section §290.44(e) of the rules;

7. When water lines are laid under any flowing or intermittent stream or semipermanent body
of water, the water main shall be installed in a separate watertight pipe encasement and
valves must be provided on each side of the crossing with facilities to allow the
underwater portion of the system to be isolated and tested, as required by section
§290.44(f)(2) of the rules; and,

8. New mains shall be thoroughly disinfected in accordance with AWWA Standard C651 and
then flushed and sampled before being placed in service as required by section
§290.44(f)(3) of the rules.

The submittal consisted of 30 sheets of engineering drawings and technical specifications. The
approved project consists of.

• Approximately 150 feet of 12-inch, 7,650 feet of 8-inch and 1,400 feet of 6-inch AWWA
C-900 PVC waterlines and related appurtenances.

This approval is for public water system construction only. The wastewater components contained
in this design were not considered.

Water treatment for the system is provided by the Ft. Bend County MUD No 37 public water
supply system.

An appointed engineer must notify the TNRCC's Region 12 Office at (713) 767-3500 when
construction will start.

Please keep in mind that within 60 days of project completion the engineer must attest in writing
that the project was constructed as described in the approved plans, specifications and any change
orders filed with the TNRCC as required in §290.39(c)(3)(C) of the Rules.

Please refer to Rate Analysis and Plan Review Team Log No. 902-013 in all correspondence for
this project. This will help complete our review and prevent it from being considered a new
project.

For future reference, you can review a portion of the Rate Analysis and Plan Review Team's
database to see if your project has been received. This is available on the TNRCC's homepage
on the Internet at the following address:
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http://www.tnree-state.tx.us/water/wu/rates/planrev.html

You can download most of the well construction checklists and the latest revision of Chapter 290
Rules and Regulations For Public Water Systems" from this site.

If you have any questions please contact Ms. Ana Lopez Portillo at (512) 239-6960 or the Internet
address: "alopezpo@tnrcc.state.tx.us".

Sincerely,

, --'^^ 3/^"^, , ;^ ,
efu'

Ana C. Lopez Portillo
Rate Analysis and Plan Review Team
Water Utilit' s D ' isio , MC 153

'

David D. Laughlin, .E.
Rate Analysis and Plan Review Team
Water Utilities Division, MC 153

ALP/DDL/bmd

cc: Ft Bend County MUD No. 37
TNRCC Region No. 12 Office - Houston
TNRCC Districts Administration Section - Attn.: P. Hiscoe (w/approved materials)



CE14. URY ENGINEERING, iiVC.
3030 SOUTH GESSNER • SUITE 100 • HOUSTON, TEXAS 77063

(713) 780-8871 • FAX (713) 780-7662

January 27, 1999

Mr. Joseph L. Strouse, P.E.
Texas Natural Resource Conservation Commission
Plans Review and Rate Design Team
Water Utilities Division (MC 153)
P.O. Box 13087
Austin, TX 78711-3087

SUBJECT: Plans and Specifications Review
Water Distribution System
Lake Pointe Estates
C.E.I. Job No. 98016-00.1

Dear Mr. Strouse:

Enclosed please find a signed and sealed set of plans and specifications for Lake Pointe
Estates located outside the city of Houston, Texas, inside the Houston ETJ and in Fort
Bend County for your review and approval of the water distribution system. Your review
and comments are appreciated.

If I can provide additional information please do not hesitate to call.

Sincerely,

JeffMcDonald
Project Manager

enclosures

g:/gary/98016-00.1 pinoakest/correspondenceitnrcc-w.doc



Attachment `B'

Microbial Monitoring Forms from 1-15 to 8-15
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Û

a
ŷ

2r
a)
Ec
0̂ It

co
0

W o
X

y Y H

F' ^ C
ac w

^ ^ N

0
^% to 2

d ^
+. a+.^

U

a O
a
Q ^

W
Z

U
M

W
co Cl)

U N n p

N N Co C)

m° ') °'N=o^^

a N
^ a
m U)
3:

0
U

L 0

^ cv
O

N-0

(n J



W)
^

"It
0
co
N

X V
a

^ d

= N ^

F•• N
4)
V V N

°' 0
IV)
^+•6

m

m

U

Ĉ)

d
^

R

G7

E
C
O
L le

co
0

W O

0: X

m
IL` 0
^ y

> M ^

fn r =

a a^
d R
a+ a+

V o

v ..

Q p
a
Q d

z

U

Cl)
W
Cl)10

U N ^ p

N m pp

(%) ^ X O
N mI-NCO

o
m

= d •C N

(9

3

O
U

(S3 ^_

L 0

^ O

^ (D f0

> LO
(L)

(n J



Lr)

N
T

O
tC
N

X o
Q.
m

^ W Ln
^ f^/) O

d C4

.2 E
ow

N 0

^+ O to

(Q
L m
^
r.+
^

U

N
d
V

y

R
C
O
E
C
O
! er

C
W p

C X
y Y ^--

^
C a 0

r y

> M ^
0

V) ^ _

d^o+.. ^r

O
U

a O
CL
¢ G^

W
Z

"
C M

OD

U

00 M

^ ^ O

5 N m N

co (1)
C^

O rn^
d N

N ^

(6

O
U

fD

L ^

^ O

^ ^ (9

> 0

fn J



Attachment 'C'

2014 Consumer Confidence Report
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Jp JOHNSON
PETROV LLP
ATTORNEYS AT LAW

October 1, 2015

apetrov ^t'iohnsonpetrov.com

Mr. Jeff Eastman
Chief Financial Officer

Quadvest, L.P.
26926 F.M. 2978
Magnolia, Texas 77354

Re: Application by Quadvest, L.P. and Westside Water LLC for Sale, Transfer or Merger of

Facilities and Certificate Rights; Docket No. 44794

Dear Mr. Eastman:

Our firm represents Fort Bend County Municipal Utility District No. 37 (the "District").
The purpose of this letter is to confirm that the District has an existing contract with Westsidc
Water LLC ("Westsidc") whereby Westside purchased water and sewer capacity in the District's
Water and Wastewater Plants in order for Westside to provide retail water and sewer services to

its customers in the Lake Point Estates subdivision. The original contract was with Michael

Walton, which was then assigned to Westside. A copy of the contract and the assignment is

attached for reference (the "Contract").

Further, this letter will confirm, that the District understands that Quadvest, L.P.

("Quadvest") has filed an application to purchase Westside and that such application is currently

pending before the Public Utility Commission of Texas. Upon approval of the purchase by

Quadvest and in order for Quadvest to continue to provide water and sewer service after the Sale,

Transfer, Merger takes place, it is the intent of the District to consent to the assignment of the

Contract from Westside to Quadvest.

Please let me know if you need any additional information concerning this matter.

Very ti Lily,

Alan P. Petrov
Attorney for the District

APP/mlr
Enclosure



ASSIGNMENT OF AGREEMENT PROVIDING FOR THE OPERATIONS AND
MAINTENANCE OF WATER AND WASTEWATER FACILITIES BY AND BETWEEN

FORT BEND COUNTY MUNICIPAL UTILITY DISTRICT NO. 37 AND MICHAEL
WALTON

THE STATE OF TEXAS §
S KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF FORT BEND

That the undersigned, MICHAEL WALTON (also known as MICHAEL R WALTON), in Harris

County, Texas (hereinafter referred to as "Assi or"), for and in consideration of the sum of Ten and

No/ 100 ($10.00) Dollars, and other good and valuable consideration as hereinafter set forth, to Assignor
in hand paid by WESTSIDE WATER, LLC, a Texas limited liability company (hereinafter referred to as
"Assign "), the receipt and sufficiency of which is hereby acknowledged and confessed, has
GRANTED, SOLD, CONVEYED, ASSIGNED and DELIVERED, and by these presents does GRANT,
SELL, CONVEY, ASSIGN and DELIVER unto the said Assignee all of his right, title and interest, as
Developer, in and to that certain Agreement Providing for the Operations and Maintenance of Water and
Wastewater Facilities by and between Fort Bend County Municipal Utility District No. 37 and Michael

t ), by and between Assignor, as Developer, and Fort Bend County Municipal DistrictWalton (" Agreemen "
No. 37, as District, dated effective as of May 19, 1999, concerning the providing of wholesale utility
services for eighty-nine(89) estate type lots in Lake Pointe Estates, Section One, a subdivision, situated in
the County of Fort Bend, and State of Texas, being more particularly described as follows:

Lake Pointe Estates Section One, A subdivision of 134.8530 acres of land out of the 1. &

B.N. R.R. CO. Survey, Block 2 Section 2, A-268. Fort Bend County, Texas

EXECUTED AND DELIVERED effective as of the A day of June, A.D., 2005.

ASSIGN Rr ASSIGNEE:

WESTSIDE WATER, LLC, a Texas limited

r IC L WALTON (also known as liability company

MICHAEL R. WALTON)

By:
Name: Michael R. Walton
Title: Member

ACKNO'4VI,EDGED AND ACCEPTED BY:

FORT BEND COUNTY MUNICIPAL
UTILITY DISTRICT

Name:
Title:



FIRST AMENDMENT TO AGREEMENT PROVIDING FOR THE
OPERATION AND MAINTENANCE OF WATER AND WASTEWATER FACILITIES

BY AND BETWEEN
FORT BEND COUNTY MUNICIPAL UTILITY DISTRICT NO. 37

AND
MICHAEL WALTON

STATE OF TEXAS
§
§

COUNTY OF FORT BEND §

THIS FIRST AMENDMENT TO AGREEMENT PROVIDING FOR THE
OPERATION AND MAINTENANCE OF WATER AND WASTEWATER FACILITIES
(the "First Amendment") is made and entered into as of the 20th day of April, 2005, by and
between FORT BEND COUNTY MUNICIPAL UTILITY DISTRICT NO. 37 (the "District),

a political subdivision of the State of Texas organized and created pursuant to the authority of
Article XVI, Section 59, Texas Constitution and operating pursuant to the provisions of Chapters
49 and 54, Texas Water Code, and MICHAEL WALTON (the "Developer"), an individual.

RECITAI.S

WHEREAS, effective May 19, 1999, the District and the Developer entered into that

certain Agreement Providing for the Operation and Maintenance of Water and Wastewater
Facilities (the "Agreement") for the purpose of the District providing certain wholesale utility
services, specifically, a source of potable water and the treatment of domestic effluent to the

Developer as specified therein; and

WHEREAS, the Agreement called for the Developer's purchase of water and wastewater

capacity in the District's Facilities for which payments were initially to be made within three (3)

years of the date of the Agreement; and

WHEREAS, the Agreement also called for the Developer's prorata share of operation
and maintenance expenses to be secured by a lien on the Developer's interest in the water and

sewer systems for the Development; and

WHEREAS, the Parties agree that this First Amendment to the Agreement should reflect

the revised payment terms and security obligations.

AGREEMENT

NOW THEREFORE, in consideration of the mutual covenants herein contained, and
for other good and valuable consideration, the receipt and sufficiency of which is acknowledged

by all Parties hereto, the Parties hereto have agreed to the terms hereinafter set forth, to-wit:



1. Article II, Section 2.4, is hereby amended and restated as follows:

Section 2.4. Sale of Capacity to Developer. Developer shall purchase

capacity in the Wastewater Facilities sufficient to serve eighty-nine (89)

equivalent single family connections at a cost of $1,250.00 per connection.
Payment for each connection shall be due before such connection is made

to Developer's wastewater collection system, and payment for all eighty-
nine (89) connections shall be due not later May 13, 2006. Payment of
this amount shall be secured by an irrevocable letter of credit issued in the
name of the District by a financial institution acceptable to the District and

in a form approved by the District's Board of Directors within thirty (30)
days after the date of this Agreement. As connections are purchased, the
pro rata share of each Party's capacity shall be adjusted.

2. Article III, Section 3.4, is hereby amended and restated as follows:

Section 3.4. Sale of Capacity to Developer. Developer shall purchase

capacity in the Water Facilities sufficient to serve eighty-nine (89)
equivalent single family connections at a cost of $1,000.00 per connection.
Payment for each connection shall be due before such connection is made
to Developer's water distribution system, and payment for all eighty-nine
(89) connections shall be due not later than May 13, 2006. Payment of
this amount shall be secured by an irrevocable letter of credit issued in the
name of the District by a financial institution acceptable to the District and
in a form approved by the District's Board of Directors within thirty (30)
days after the date of this Agreement.

3. Article V, Section 5.2, is hereby amended and restated as follows:

Section 5.2. Charges for Water and Wastewater Services. Developer will
pay a prorata share (1) of operation and maintenance expenses as
determined by the District's Bookkeeper of the Water Facilities (based on
either metered flow rates or connections) and (2) of the Wastewater
Facilities (based on connections). Such obligation to pay a prorata share
of operation and maintenance expenses shall be secured by a lien on the
Developer's rights to capacity in the District's system.

4. Except as provided herein, the Agreement shall remain unmodified and is
acknowledged by the Parties to be in full force and effect

5. This First Amendment shall be effective as of the 20th day April, 2005.

(EXECUTION PAGES FOLLOW)

SAFon Bend 37\Cont-Agnm6Pirst Arrcndttunt-Waltnn.doc 2
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IN WITNESS WHEREOF, the Parties have executed this First Amendment in multiple
copies each of which shall be deemed an original.

FORT BEND COUNTY
MUNICIPAL UTILITY DISTRICT NO. 37

By:
P sident, Board of D recto s

A

B

STATE OF TEXAS

COUNTY OF FORT BEND

,%%%k

I&t^^^,^

ac5 ^ 1:^z

.,tyvy••., JFXAS : ^^, ^^

BEFORE ME, the undersigned authority, on this day personally appeared
kr}, ll.NmW^, President of Fort Bend County Municipal Utility District No. 37, a political
subdivision, known to me to be the person whose name is subscribed to the foregoing
instrument, and acknowledged to me that he executed the same for the purposes and
consideration therein expressed, in the capacity therein stated and as the act and deed of said Fort
Bend County Municipal Utility District No. 37.

GIVEN UNDER
l^^^ '2005.

MY HAND AND SEAL OF OFFICE, this the J^^ day of

N

^

Public in and for the State of Texas

S•1FOn Bend 3.'C4tt-AgraslFirst Arttendment-Wilton.doe

Secretary, Board of Directors



MICHAEL WALTON

9 oz dz

STATE OF TEXAS §
§

COUNTY OF FORT BEND §

BEFORE ME, the undersigned authority, on this day personally appeared Michael

Walton, an individual, known to me to be the person whose name is subscribed to the foregoing
instrument, and acknowledged to me that he executed the same for the purposes and
consideration therein expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the ^ day of
2005.

+o„".'^,^,^s. AMANDA R. CNAPMAN

•''^f N01°h,y
^° of T"u

EOn Notary Public in and for the Sta of Texas
SEA4Y 15, 2008

SAFurt Bend 37TCont-Agrmt\Fint Amrndmeot-Walton.doc 4



AGREEMENT PROVIDING FOR TIRE OPERATION
AND MAINTENANCE OF

WATER AND WASTEWATER FACILITIES
BY AND BETWEEN

FORT BEND COUNTY MUNICIPAL UTILITY DISTRICT NO. 37
AND MICHAEL WALTON

THE STATE OF TEXAS §

§
COUNTY OF FORT BEND §

This Agreement (hereinafter called "Agreement") is made and entered into as of this 1,9;4z
day of /^q -/ , 1999, by and between FORT BEND COUNTY
MUNICIPAL UTILI Y DISTRICT NO. 37 (the "District") of Fort Bend County, Texas, a
conservation and reclamation district, operating under the provisions of Chapters 49 and 54, Texas
Water Code, as amended, and the authority of Article XVI, Section 59, of the Texas Constitution,
and 1VIICHAEL WALTON ("Developer"), an individual, (hereinafter collectively referred to as the
"Parties").

WI3EREAS, the Developer proposes to develop approximately eighty-nine (89) residential
estate type lots that will be sold to builders who will offer homes for sale on a 162 acre tract located
north of Green-Busch and west of Roesner Road in Fort Bend County, Texas ("the Development");
and

WHEREAS, the Developer seeks to obtain, and the District is able and willing to provide,
certain wholesale utility services, specifically, a source of potable water and the treatment of
domestic effluent, for the Development; and

WHEREAS, retail utility services will be furnished to the customers located within the

Development via an investor owned utility, which will hold the Certificate of Convenience and

Necessity ("CCN") as required by Chapter 13 of the Texas Water Code, be responsible for the
operation, maintenance and repair of the water and wastewater utility systems within the

Development, operate its sewage lift station, collect payments from customers and pay pro rata

operation and maintenance costs to the District; and

WHEREAS, the Parties desire to further the policies of the State of Texas and the Texas
Natural Resource Conservation Commission in encouraging the implementation and use of regional
or centralized water production and treatment and wastewater treatment and disposal facilities; and

WHEREAS, each of the Parties hereto has determined that it has such authority as is
necessary to enter into this Agreement for the purposes set forth herein and has determined that the
terms and conditions of this Agreement are desirable, fair and advantageous.

s:\FBEND37\CNTR-AGR\walton3.wpd Page 1 of 18



AGREEMENT

NOW, THEREFORE, for and in consideration of the mutual promises, covenants,
obligations and benefits in this Agreement, the Parties agree as follows:

ARTICLE 1
DEFINITIONS AND INTERPRETATIONS

Section 1.1. Definitions: Unless the context requires otherwise, the following terms and phrases
used in this Agreement shall have meanings as follows:

(1) The term "customer" means any person who is served by the Water or Wastewater
Facilities.

(2) The term "equivalent single family residential connection" means the amount of
water and sewage usage attributable to any building or structure expressed in
equivalent units of water and sewage usage attributable to a single family residential
connection, as such equivalent usage may be determined from time to time by the
Engineer for the District in accordance with accepted engineering practice and
regulatory criteria.

(3) The term "Developer" means Michael Walton, an individual and developer of the
162 acre tract located north of Green-Busch and west of Roesner Road in Fort Bend
County, Texas.

(4) The term "District" means Fort Bend County Municipal Utility District No. 37 of
Fort Bend County, Texas and includes any other municipal corporation, political
subdivision, public body or other public agency at any time succeeding to the
property and principal rights, powers, and obligations of the District and, where
applicable, means the Board of Directors or governing body of the District or any
successor municipal corporation, political subdivision, public body or public agency.

(5) The term "donzestic sewage" means water-bome solids and liquids discharged from
the sanitary conveniences of residential dwellings (i.e. wastewater that generally
consists of no more than 200 milligrams per liter of biological oxygen demand and
no more than 200 milligrams per liter of total suspended solids).

(6) The term "Industrial Waste" means water-borne solids, liquids or gaseous wastes
resulting from and discharged, permitted to flow or escaping from any industrial,
commercial, manufacturing of food processing operation or process, from the
development of any natural resource, or any mixture of these with water or domestic
sewage, as distinct from domestic sewage.

(7) The term, "infiltration" means water or other matter which leaks into the sanitary
sewer collection system(s), and which is not a result of a direct customer discharge
from an appropriate discharge point.

S:IFBENll371CNTR-AGR\walton2.tvpd Page 2 of 18



(8) The term "inflow" means water or other matter which enters into the sanitary sewer
collection system(s) through manholes, cleanouts, or other above-ground openings,
and which is not a result of direct customer discharge from an appropriate discharge
point.

(9) The term "operation and maintenance expenses" means all reasonable costs and
expenses incurred in or allocable to the operation and maintenance of the Water and
Wastewater Facilities, including without limitation, wages, salaries, per diems,
chemicals, the purchase and transporting of materials and supplies, power,
supervision, engineering, testing, auditing, bookkeeping fees, legal fees and
associated expenses, franchises, waste disposal charges or assessments, sludge
disposal, claims, insurance, operator compensation, regulatory fees, permit fees,
mowing and maintenance expenses associated with the Water and Wastewater Plant
Sites and the roadways leading to same, and all other items and other expenses of a
like or different nature reasonably required or desirable for the efficient operation and
maintenance of the Water and Wastewater Facilities in full compliance with all
regulatory requirements and the performance of the provisions of this Agreement;
repairs, replacements and painting; and all such general and administrative expenses
of the District allocable to the operation and maintenance of the Water and
Wastewater Facilities. Operation and maintenance expenses may specifically include
a reasonable operating reserve which may be replenished as the District deems
necessary.

(10) The terms "Party" or "Parties" mean the District and Developer or either one of
those individually as the context may require.

(11) The term "Partys pro rata share" when used in connection with the Wastewater
Facilities shall mean each Party's ownership interest in the Wastewater Facilities
expressed in terms of a percentage determined by the following formula:

Party's pro rata share = Partv's Residential Connections Served
Total of all Residential Connections Served

For purposes of this calculation, each Party's clubhouse shall be counted as one

residential connection, and, with respect to the Developer, a residential connection

shall be counted as served when such connection has been purchased from the
District.

(12) The term "Party's pro rata share "when used in connection with the Water Facilities
shall mean each Party's ownership interest in the capacity of the Water Facilities
expressed in terms of a percentage determined by the following formula:

Party's pro rata share = Party's Water Usage
Total Water Usage

For purposes of this calculation, the Developer's water usage may be estimated or
deemed based on number of residential connections served until build-out.

S:\FBENr}37\CNTR-AGR\walton2.ivpd Page 3 of 18



(13) The term "person" means any individual, public or private corporation, district,
authority, political subdivision or other agency or entity of the State of Texas or the
United States of America; any incorporated city, town or village, whether operating
under general law or under its home-rule charter; and any partnership, association,
firm, trust, estate or any other entity whatsoever.

(14) The term "potable water" means treated water that is safe for human consumption
and which meets all requirements of regulatory agencies having jurisdiction over
such water.

(15) The term "rates" means the rates, fees, charges and related terms and conditions
established from time to time for water and wastewater services provided pursuant
to this Agreement.

(16) The term "regulatory requirement" means the requirements and provisions of any
state or federal law, and any permits, rules, orders or regulations issued or adopted
from time to time by any regulatory authority, state, federal or other, having
jurisdiction concerning water quality standards or the discharge of wastewater or
effluent into any receiving waters or otherwise having jurisdiction over the Water or
Wastewater Facilities.

(17) The term "sanitaiy sewer collection systen:(s)" when used in connection with one or
more of the Parties hereto means the sanitary sewer system(s) now owned or to be
constructed or acquired by each Party, including the sanitary sewers (but excluding
storm sewers), manholes, intercepting sewers, pumping works, lift stations and all
other works and equipment within and without the boundaries or service area of each
Party for the collection and transportation of waste to the Wastewater Facilities,
together with all extensions thereof and additions thereto, but shall not be construed
to become part of the Wastewater Facilities, except as described herein.

(18) The term "Service Area" when applied to the District means the area within the
District's boundaries and when applied to Developer means that 162 acre tract
located north of Green-Busch and west ofRoesner Road in Fort Bend County, Texas,
being developed by the Developer.

(19) The term "sewage" means the liquid and water-carried domestic waste discharged
from sanitary conveniences of dwellings and buildings connected to a sanitary sewer
collection system.

(20) The term "single family residential connection" means a structure designed for
residential use as a single family unit and which has sanitary facilities which are or
will be connected to the Party's sanitary sewer collection system.

(21) The term "Texas Natzrral Resource Conservation Commission" or "TNRCC" means
the Texas Natural Resource Conservation Commission or any successor or
successors exercising any of its duties and functions.

S:iFHETID3 71CNTR-AGR`vvalton2.wpd Page 4 of 18



(22) The term "wastewater" means sewage collected by a sanitary sewer collection

system.

(23) The term "wastewater treatinent" means any wastewater, transportation, treatment,
disposal or related services furnished or made available by the Wastewater Facilities.

(24) The term "Wastewater Facilities" means all or any part of any transportation,
treatment, or disposal system(s) or disposal facilities whether or not physically
interconnected, which have been or will be constructed or acquired by or on behalf
of the District on the District's Wastewater Treatment Plant Site, including, but not
limited to, the process units, equipment, buildings, and all related works,
appurtenances, sites, rights-of-way, and easements; and any and all facilities on such
site designed for receiving, transporting, treating and disposing of waste collected by
the sanitary sewer collection systems of the Parties, together with such extensions,
enlargements and modifications as may be required in the future or as may be
necessary to comply with any regulatory requirements, and includes the lift station
to which the Developer delivers its wastewater, along with the sanitary sewer line
from such lift station to the plant site.

(25) The term "Water Facilities" means all or any part of any water production,
transportation, or treatment facilities whether or not physically interconnected, which
have been or will be constructed or acquired by or on behalf of the District on the
District's Water Plant Site, including, but not limited to, wells, storage tanks, pumps,
electrical equipment, and all related works, appurtenances, sites, rights-of-way, and
easements; and any and all facilities on such site designed for receiving, transporting,
and treating water, together with such extensions, enlargements and modifications
as may be required in the future or as may be necessary to comply with any
regulatory requirements, and includes that portion of the twelve inch (12") water line
from the Water Plant Site to the point of interconnection and meter at the
Developer's water system.

Section 1.2. Titles and Headings. The titles and headings of the articles and sections of this
Agreement have been inserted for convenience of reference only and are not to be considered apart
hereof.

Section 1.3. Interpretation. This Agreement and all the terms and provisions hereof shall be
liberally construed to effectuate the purposes set forth herein and to sustain the validity of this
Agreement. The Parties agree that this Agreement shall not be construed in favor of or against any
Party on the basis that the Party did or did not author the Agreement. Nothing in this Agreement
shall be construed to violate any state or federal statutory provisions or any provision of the state or
federal constitutions and all acts done pursuant to this Agreement shall be performed in such manner
as to conform thereto whether expressly provided or not.

s;\FBEND37\CNTR-AGRhvaiton2.wpd Page 5 of 18



ARTICLE 2
WASTEWATER FACILITIES TO SERVE PARTIES

Section 2.1. General Statement. The Parties shall individually construct, own, operate and
maintain sanitary sewer collection and conveyance systems serving areas within their respective
service areas. The Parties agree to cooperate to enable the District to construct, improve, enlarge,
extend, repair, operate and maintain the Wastewater Facilities while this Agreement is in force and
effect so as to provide wastewater treatment services to satisfy the requirements ofthe sanitary sewer

collection systems of the Parties.

Section 2.2. Title to Wastewater Facilities and Waste Discharge Permits. It is expressly agreed

that the District shall be the sole owner of the title to the Wastewater Facilities, including
enlargements, extensions or improvements thereto, and all related appurtenances, sites, rights-of-way
and easements shall vest in the District, and shall be held in the name of the District. Each of the
Parties, however, shall own an undivided interest in the capacity of the Wastewater Facilities equal
to each respective Party's pro rata share of the capacity in the Wastewater Facilities. All permits
necessary to operate the Wastewater Facilities shall remain in the name of the District.

Section 2.3. Existing Capacity of Parties. The Parties agree that as of the date hereof each Party

owns an undivided interest in and the right to utilize capacity of the Wastewater Facilities in the

following proportional amounts:

E9ty- Percentages

District 100 %
Developer 0 %
TOTAL 100 %

Section 2.4. Sale of Capacity to Developer. Developer shall purchase capacity in the Wastewater

Facilities sufficient to serve eighty-nine (89) equivalent single family connections at a cost of
$1,250.00 per connection. Payment for each connection shall be due before such connection is made
to Developer's wastewater collection system, and payment for all eighty-nine (89) connections shall
be due not later than three (3) years from the date of this Agreement. Payment of this amount shall
be secured by an irrevokable letter of credit issued in the name of the District by a financial
institution acceptable to the District and in a form approved by the District's Board of Directors
within thirty (30) days after the date of this Agreement. As connections are purchased, the pro rata
share of each Party's capacity shall be adjusted.

ARTICLE 3
WATER FACILITIES TO SERVE PARTIES

Section 3.1. General Statement. The Parties shall individually construct, own, operate and
maintain water mains and distribution lines serving areas within their respective service areas. The
Parties agree to cooperate as provided in this Agreement, so as to enable the District to construct,
improve, enlarge, extend, repair, operate and maintain the Water Facilities while this Agreement is
in force and effect to provide potable water to satisfy the requirements of the Parties.
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Section 3.2. Title to Water Facilities and Regulatory Permits. It is expressly agreed that the
District shall be the sole owner of title to the Water Facilities, including enlargements, extensions
or improvements thereto, and all related appurtenances, sites, rights-of-way and easements shall vest
in the District, and shall be held in the name of the District. Each of the Parties, however, shall own
an undivided interest in the capacity of the Water Facilities equal to each respective Party's pro rata
share of the capacity in the Water Facilities. All permits necessary to operate the Water Facilities
shall remain in the name of the District.

Section 3.3. Existing Capacity of Parties. The Parties agree that as of the date hereof each Party
owns an undivided interest in and the right to utilize the capacity of the Water Facilities in the
following proportional amounts:

Pgrty Percentages

District 100 %
Developer 0 %
TOTAL 100 %

Section 3.4. Sale of Capacity to Developer. Developer shall purchase capacity in the Water
Facilities sufficient to serve eighty-nine (89) equivalent single family connections at a cost of
$1,000.00 per connection. Payment for each connection shall be due before such connection is made
to Developer's water distribution system, and payment for all eighty-nine (89) connections shall be
due not later than three (3) years from the date of this Agreement. Payment of this amount shall be
secured by an irrevokable letter of credit issued in the name of the District by a financial institution
acceptable to the District and in a form approved by the District's Board of Directors within thirty
(30) days after the date of this Agreement.

ARTICLE 4
CONSTRUCTION OF INDIVIDUAL WATER DISTRIBUTION

AND WASTEWATER COLLECTION SYSTEMS,
CONNECTION TO DISTRICT'S SYSTEM AND

FUNDING OF CAPITAL IMPROVEMENTS

Section 4.1. Construction and Maintenance of Water Distribution and Wastewater Collection
Systems. Each Party shall be solely responsible for the cost of the construction, ownership,
maintenance and operation of the water distribution and wastewater collection systems necessary
to provide utility service in each Party's service area. Such water distribution and wastewater
collection systems and any additions thereto shall be constructed and maintained in accordance with
plans and specifications approved by the TNRCC or other appropriate regulatory agency with copies
of such plans and specifications provided to the District's Engineer at least thirty (30) days prior to
the commencement of construction.

Section 4.2. Connection to District's System. The Developer shall be solely responsible for the
cost of connecting Developer's water distribution and wastewater collection system to the District's
water distribution and wastewater collection system. It is agreed by the Parties that a water meter
will be necessary at the point of interconnection between the District's water distribution system and
Developer's water distribution system. Developer shall pay for and install the water meter, after
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approval by the District's Engineer, and then assign ownership of said meter to the District to be
considered part of the Water Facilities.

Section 4.3. Up-rating of Wastewater Facilities. The Parties acknowledge that, in order to
effectuate this Agreement, it may be necessary to up-rate the capacity of the Wastewater Facilities
to 200,000 gpd, the cost of which is estimated to be $15,000.00. Developer and the District agree
to split the actual cost of up-rating the capacity of the Wastewater Facilities based on the ratio of
anticipated connections of each Party (approximately 450 for the District and 89 for Developer). It
is further agreed that the cost of such up-rating will not be incurred until at least one (1) year after
the date of this Agreement.

Section 4.4. General Statement as to Capital Improvements. The Parties agree that the Water
and Wastewater Facilities must comply fully with all regulatory requirements, and the Parties
recognize that regulatory requirements will change from time to time. It is understood and
acknowledged by the Parties that it is the District's philosophy to have an ongoing capital
improvements program so that the Water and Wastewater Facilities are maintained in good condition
and needed improvements timely made. The District believes that absent catastrophic events, such
a philosophy will obviate the need for any excessive expenditures in the nature of reconstructing an
entire plant or a significant portion thereof and the need for issuance of additional bonds, in favor
of a more level and controlled spending program over the years.

Section 4.5. Determination of Capital Improvements Required. The District shall be responsible
for determining from time to time the necessity for obtaining required funds to acquire, construct,
improve, enlarge, extend, modify or repair the Water and Wastewater Facilities to comply with any
regulatory requirement or to improve operations. Before making such a determination of necessity,
the District shall obtain a written report with the recommendations of its consulting engineers
concerning the applicable regulatory requirements and the proposed water and wastewater facilities
which, in the opinion of its consulting engineers, should be provided to comply with the regulatory
requirements. The District shall promptly notify the Parties of any such determination of necessity
by providing a copy of the report of its consulting engineers to the Parties and by providing the
Parties with a cost estimate setting forth in reasonable detail the estimated costs of construction of
such improvements, enlargements, extensions, modifications or repairs. Such cost estimates shall
also set forth each Party's pro rata share of such estimated costs of construction.

Section 4.6. Provisions of Funds by Parties for Capital Improvements. After the Parties are
notified of the determination of necessity and related data, each Party shall be billed for its pro rata
share of the estimated costs of construction of required improvements or facilities. Such pro rata
share shall be determined according to the estimated respective percentages of water flow rates and
sewer connections for the current status of the District and the built out status of the Development.
Developer shall provide payment of its share of the estimated costs as expeditiously as possible but
no later than the date of the award of any construction contract under this Article. Developer's
obligation to pay a pro rata share of capital improvement costs shall be secured by a lien on the
Developer's interest in the water and sewer systems for the Development, including Developer's
rights to capacity from the District.
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ARTICLE 5
CHARGES FOR WATER AND WASTEWATER SERVICE

Section 5.1. General Statement. Developer recognizes and hereby commits to pay the charges for

water and wastewater services billed by the District, and to set the rate or rates for water and
wastewater treatment services to be furnished and made available to the customers within its service
area so that the gross revenues received therefrom will at all times be not less than an amount
sufficient to pay or provide for the payment of all operation and maintenance expenses of its pro rata

share of the Water and Wastewater Facilities.

Section 5.2. Charges for Water and Wastewater Services. Developer will pay a pro rata share

(1) of operation and maintenance expenses as determined by the District's Bookkeeper of the Water

Facilities (based on either metered flow rates or connections) and (2) of the Wastewater Facilities
(based on connections). Such obligation to pay a pro rata share of operation and maintenance
expenses shall be secured by a lien on the Developer's interest in the water and sewer systems for
the Development, including the rights to capacity from the District.

Section 5.3. Billing and Payment of Operation and Maintenance Expenses. No later than the

start of each fiscal year, the District shall adopt a budget detailing expected operation and

maintenance costs. Within one (1) week before the monthly District meeting, Developer will pay
to the District its pro rata share of the budgeted amount of the expenses for which it will be

responsible. Within thirty (30) days after all actual amounts are available, any differences will be
reconciled by payment or other arrangements agreeable to the Parties.

Section 5.4. Delinquency in Payment. Each Party or other person responsible for payment of any

bills shall pay interest on its past due bills at the rate of ten percent (10%) per annum, together with
reasonable attorney's fee incurred in the collection thereof. Upon failure to pay any bills due the

District on or before their due date, the District may give notice of such delinquent bills to such
person or Party in writing, and if all bills due and unpaid are not paid within thirty (30) days after
deposit of such notice in the United States mail, properly stamped and addressed to the person or
Party to be notified, then the District shall be authorized to institute proceedings for the collection
thereof and to pursue any other available legal remedy which may be appropriate, including, but not
limited to, suspension of additional connections to that Party's sanitary sewer collection system until
all bills have been paid in full and the foreclosure of any interest pledged to secure payment of such

bills.

Section 5.5. Operating Expense, Source of Payment and Sufficiency of Income. The Parties

agree, represent and covenant reciprocally that as far as applicable under the law, all charges required
to be paid by them under this Agreement for water production or wastewater treatment services shall
constitute proper operating expenses of their respective waterworks and sanitary sewer collection
systems and shall be payable as an operating expense from the income from their respective
waterworks and sanitary sewer systems, as authorized by the Constitution and laws of the State of
Texas. The Parties further agree to adjust and maintain from time to time the rates charged to the
customers oftheir respective waterworks and sanitary sewer systems such that the income therefrom
shall at all times be sufficient to promptly pay or make provision for the prompt payment of all such
rates and charges when and as the same become due and payable.
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Section 5.6. Examination of Books and Records. The Parties shall have the right during
reasonable business hours and after reasonable notice, to examine the books, records and charts of
the District to the extent necessary to verify the accuracy of any statement, charge or computation
made pursuant to the provisions of any Section herein. If any such examination reveals any
inaccuracy in such billings theretofore made, the necessary adjustment in such billings shall be
promptly made; provided, that no adjustment for any billing shall be made after two (2) years from
its rendition.

Section 5.7. Payments by Parties Unconditional. All sums payable under this Agreement to the
District shall be paid by the Parties without set-off, counterclaim, abatement, suspension or
diminution. If a Party disputes the amount to be paid to the District, such Party shall nonetheless
promptly make payments as billed by the District and reserve the right to request the District at the
next regular meeting to reconsider the amount paid.

ARTICLE 6
QUANTITY, MEASUREMENT, REGULATION AND TITLE OF WASTEWATER

Section 6.1. Quantity. While this Agreement is in force and effect, Developer shall be entitled to
discharge, and the District shall receive and take at the point of interconnection between Developer's
wastewater collection system and the District's Wastewater Collection System, all domestic sewage
which is collected by Developer's sanitary sewer collection system within its service area; provided,
however, that such waste shall not be discharged at any rate or rates of flow in excess of that portion
of the actual hydraulic capacity of the Wastewater Facilities which is owned by Developer. The
average quantity of waste (in terms of gallons per day) which may be discharged by each Party into
the Wastewater Facilities and the maximum quantity of waste (in terms of gallons per day and
gallons per minute) which may be discharged into the Wastewater Facilities shall be determined
from time to time by the District.

The Parties agree to regulate extensions of their respective sanitary sewer collection systems
and to prohibit additional connections to their respective sanitary sewer collection systems requiring
capacity in excess of the capacity of the Wastewater Facilities available for providing wastewater
treatment services to them. Developer shall provide the District with notice of all proposed
extensions of its respective sanitary sewer collection systems prior to making such extensions. In
the event Developer fails to police its sanitary sewer collection system so as to prevent the collection
and discharge of waste in excess of the capacity owned by it, the District shall be authorized to
pursue such remedies as are necessary to prevent the discharge by Developer of waste in excess of
the capacity owned by Developer in the Wastewater Facilities, including, but not limited to, the
restriction of flow permitted at the point of interconnection or the imposition of a moratorium on
new connections by the Developer.

Section 6.2. Sewer Connection Rules and Regulations. The Parties covenant and agree that each
will adopt and enforce rules and regulations to insure that: (1) connections to their respective sanitary
sewer collection systems will be such and only such as to prevent the discharge into their respective
systems of anything except domestic sewage; (2) no drains shall be installed or connected in such
manner that any rainwater or other surface waters are permitted to enter such systems; and (3)
adequate safeguards will be taken to prevent any abnormal seepage, inflow, infiltration or discharge
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of any liquid or solid matter into their respective systems. The Parties shall further operate and
maintain their respective sanitary sewer collection systems in good condition and shall promptly
repair any leaks or breaks therein and shall undertake such action as may be required to control
unreasonable inflow, infiltration or seepage into their respective sanitary sewer collection systems.
By execution of this Agreement, the Developer hereby grants to the District a right of ingress and
egress through the Development to inspect the Developer's system. If the District determines at any
time that an inflow or infiltration problem exists, the District may provide for inflow/infiltration
monitoring and analysis of any or all of the sanitary sewer collection systems. In the event the
District is able to identify which Party's system is responsible for the inflow or infiltration, that Party
shall reimburse the District for all costs of monitoring and analysis incurred. If a break or leak
occurs which allows abnormal seepage, infiltration or discharge of solid matter or water into the
Developer's sanitary sewer collection system and such break or leak is not repaired within thirty (3 0)
days after notice by the District, then the District may, at its option, repair or replace the same and
charge the Developer the actual cost of such repair or replacement plus ten percent (10%); however,
in no event shall the District's right to repair or replace the Developer's system be construed as a
duty by the District to make such repair or replacement, and Developer shall retain liability for any
damages caused by its failure to timely make repairs to its system.

Section 6.3. Point(s) of Entry and Title to Waste. Developer's point of entry into the Wastewater
Facilities shall be the point at which Developer's sewage delivery line connects to the District's
Wastewater Collection System, such point of interconnection having first been approved by the
District's Engineer. Title to all waste deliverable hereunder to the District shall remain in Developer
until such waste is delivered to the point of entry, and upon passing through the point of entry, title
thereto shall pass to the District. As between Developer and the District, Developer shall be in
exclusive control and possession of, and solely responsible for, its wastewater until the same shall
pass through its point of entry, and thereafter, the District shall be in exclusive control and
possession thereof and solely responsible therefor.

ARTICLE 7
QUANTITY, MEASUREMENT, REGULATION AND TITLE OF WATER

Section 7.1. Quantity. While this Agreement is in force and effect, Developer shall be entitled to
receive water at the point of interconnection between Developer's water system and the District's
water system. The District shall use its best efforts to supply the quantity of water agreed to herein;
however, the Developer shall not be guaranteed any specific quantity or pressure and the District
shall not be held liable for any failure to furnish a specific quantity or pressure.

Section 7.2. Water Connection Rules and Regulations. The Parties covenant and agree that each
will adopt and enforce rules and regulations to insure that: (1) connections to their respective water
systems will be such and only such as to protect the sanitary condition of their respective systems;
(2) no connections shall be made to their respective water systems without a plumbing inspection
as required by the rules of the TNRCC; and (3) adequate safeguards will be taken to prevent any
backflow, cross-connection or other potential health hazard. The Parties shall further operate and
maintain their respective water systems in good condition and shall promptly repair any leaks or
breaks therein and shall undertake such action as may be required to control any potential health
hazard. By execution of this Agreement, the Developer hereby grants to the District a right of
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ingress and egress through the Development to inspect the Developer's system. If a break, leak or
other potential health hazard occurs in the Developer's water system and such break, leak or health
hazard is not repaired within thirty (30) days after notice by the District, then the District may, at its
option, repair or replace the same and charge the Developer the actual cost of such repair or
replacement plus ten percent (10%); however, in no event shall the District's right to repair or
replace the Developer's system be construed as a duty by the District to make such repair or
replacement and the Developer shall retain liability for any damages caused by its failure to make

repairs to its system.

Section 7.3. Point of Delivery and Title to Water. The point of delivery shall be the point at
which Developer's water line connects to the District's Water System, such point of interconnection
having first been approved by the District's Engineer. Title to all water deliverable hereunder to the
Developer shall remain in District until such water is delivered to the point of delivery, and upon
passing through the meter at the point of delivery, title thereto shall pass to the Developer. As

between Developer and the District, District shall be in exclusive control and possession of, and
solely responsible for, its water until the same shall pass through its point of delivery, and thereafter,
the Developer shall be in exclusive control and possession thereof and solely responsible therefor.

ARTICLE 8
QUALITY OF WASTE

Section 8.1. Regulation of Quality of Waste. In order to permit the District to properly treat and
dispose of each Party's waste, to protect the public health, to pen-nit cooperation with other entities
for the protection of the physical, chemical and bacteriological quality of public waters and
watercourses, and to protect the properties of the Wastewater Facilities, the Parties agree that the
quality and strength of all waste collected by their respective sanitary sewer collection systems and
discharged into the Wastewater Facilities must be regulated. The Parties agree to regulate the quality
and strength of the waste to be discharged into the Wastewater Facilities as may be required from
time to time to permit the District to protect the Wastewater Facilities and to operate the Wastewater
Facilities so as to treat and dispose of waste in compliance with the orders, rules, regulations or
permits issued or adopted from time to time by any regulatory body having jurisdiction.

Section 8.2. Admissible Waste. Waste discharged into the Wastewater Facilities shall consist only
of domestic sewage which is amenable to biological treatment and which meets the quality and
strength limitations required by the District from time to time of customers of the Wastewater
Facilities.

Section 8.3. Testing. The District shall be entitled to collect samples of waste from Developer's
sanitary sewer collection system and cause the same to be analyzed by appropriate methods to
determine if such waste is within the qualities specified above. If analysis discloses that the waste
of Developer does not comply with the qualities specified, it will be the obligation of Developer to
require the offending originator to cease discharging such waste into Developer's sanitary sewer
collection system or to pre-treat such waste and to pay to the District the cost of any testing
performed under this Section.
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ARTICLE 9
OPERATION OF WATER AND WASTEWATER FACILITIES

Section 9.1. Standard Of Operation. The Parties recognize that the District must operate the
Water and Wastewater Facilities (or cause the same to be operated) in accordance with accepted
good operating practices and within the parameter defined in the permit to discharge, and therefore,
the District is authorized to establish reasonable rules and regulations relating to the manner of
providing water and wastewater treatment services to the Parties. The District is expressly

authorized to enter into operating agreements with any duly qualified, licensed person to operate the

Water and Wastewater Facilities. District shall use its best efforts to provide water meeting all

applicable regulations of the TNRCC and the Safe Drinking Water Act; however, except as
expressly provided herein, District makes no warranty, express or implied, regarding the
quality or delivery pressure of the water, including implied warranties of merchantability and
fitness for a particular purpose.

Section 9.2. Regulatory Action. The Parties recognize that the rendition of water and wastewater
treatment services, by operation of the Water and Wastewater Facilities, is subject to all present and

future permits, rules, regulations or regulatory requirements issued or adopted from time to time by
any regulatory authority, and the Parties agree to cooperate to make such applications and to take
such action as may be reasonably necessary to obtain compliance therewith.

Section 9.3. Fines, Penalties, Judgments, or Extraordinary Expenses. If any fines, penalties or

judgments are levied or rendered against the District and/or the Parties, or any extraordinary
expenses are incurred, as a result of a failure on the part of one or more, but not all, Parties to comply
with the provisions of this Agreement or any rules or regulations promulgated by the District, then,
as between the District and the Parties, each noncomplying Party shall be responsible for payment
of such fine, penalty or judgment, and all expenses related thereto, and all such extraordinary

expenses.

ARTICLE 10
MISCELLANEOUS PROVISIONS

Section 10.1. Term. Unless terminated by mutual agreement of all the Parties, this Agreement shall
continue in force and effect for a period of forty (40) years from its date.

Section 10.2. Force Majeure. In the event the District or one or more of the Parties are rendered
unable wholly or in part, by force majeure to carry out any of their obligations underthis Agreement,
then the obligations of the District or such Party or Parties, to the extent affected by such force
majeure and to the extent that due diligence is being used to resume performance at the earliest
practicable time, shall be suspended during the continuance of any inability so caused to the extent
provided but for no longer period. As soon as reasonably possible after the occurrence of the force
majeure relied upon, the District or the Party or Parties whose contractual obligations are affected
thereby shall give notice and full particulars of such force majeure to the District and all other

Parties. Such cause, as far as possible, shall be remedied with all reasonable diligence. The term
"force majeure", as used herein, shall include, without limitation of the generality thereof, acts of
God, strikes, lockouts, or other industrial disturbances, acts of the public enemy, orders of any kind

S:IFBGND371CNTR-AGRlwafton2.wpd Page 13 of 18



of the government of the United States or the State of Texas or any civil or military authority,
insurrections, riots, epidemics, landslides, lightning, earthquakes, fires, hurricanes, storms, floods,
washouts, droughts, arrests, restraint of government and people, civil disturbances, explosions,
breakage or accidents to machinery, pipelines or canals, partial or entire failure of water supply, or
inability on the part of the Parties to provide water necessary for the operation of their respective
sanitary sewer collection systems or inability of the District to receive waste, and any other
inabilities of the District or the Parties, whether similar to those enumerated or otherwise, which are
not within the control of the District or the Party claiming such inability and which the District or
such Party could not have avoided by the exercise of due diligence and care. It is understood and
agreed that the settlement of strikes and lockouts shall be entirely within the discretion of the District
or the Party having the difficulty and that the above requirement that any force majeure be remedied
with all reasonable dispatch shall not require the settlement of strikes and lockouts by acceding to
the demands of the opposing Party or Parties when such settlement is unfavorable in the judgment
of the District or the Party having the difficulty. Force maj eure shall not relieve the Parties from their
obligations to pay their respective share ofthe operation and maintenance expenses of the Water and
Wastewater Facilities or their respective capacity charges as provided in this Agreement.

Section 10.3. Arbitration. Should a dispute arise concerning any portion of this Agreement, any
Party shall have the right to request that the matter constituting the dispute be submitted to binding
arbitration in accordance with the rules of the American Arbitration Association and all applicable
arbitration statutes.

Section 10.4. Remedies Upon Default. It is not intended hereby to specify (and this Agreement
shall not be considered as specifying) an exclusive remedy for any default, but all remedies, other
than termination of this Agreement or suspension of sewage services at present quantities, existing
at law or in equity, including specific performance and mandamus, may be availed of by the District
or any Party and shall be cumulative. In the event of litigation or alternative dispute resolution
proceedings, the prevailing Party or Parties shall be awarded reasonable attorneys' fees in addition
to any other relief obtained.

Section 10.5. No Additional Waiver Implied. No waiver or waivers of any breach or default (or
any breaches or defaults) by the District or the Parties of any term, covenant, condition, or liability
hereunder, shall be deemed or construed to be a waiver of subsequent breaches or default of any
kind, under any circumstances.

Section 10.6. Insurance. The District shall at all times keep insured such parts of the Water and
Wastewater Facilities as are customarily insured by municipal corporations and political
subdivisions in Texas operating like properties in similar locations under the same circumstances
with a responsible insurance company with a Best Key Rating Guide of B+ or greater, against risks,
accidents or casualties against which and to the extent insurance is customarily carried by such
municipal corporations and political subdivisions. Further, the District shall carry insurance with
a similarly qualified insurance company insuring against liability for bodily or personal injury or
death of any person or damage to any property (including, but not limited to, persons employed by
the District, the Parties or any other person, and all property owned or claimed by the District, the
Parties or any other person), which liability insurance policies shall name the Parties as co-insureds.
The District shall also obtain officers and directors liability coverage with a similarly qualified
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insurance company for the Directors of the District while they are serving in the capacity of a
Director.

Section 10.7. Address and Notice. Unless otherwise provided in this Agreement, any notice,
communication, request reply, or advice (herein severally and collectively, for convenience, called
"notice") herein provided or permitted to be given, made, or accepted by the Parties must be in
writing and may be given or be served by depositing the same in the United States mail postpaid and
registered or certified and addressed to the Party to be notified, with return receipt requested, or by
delivery of the same to an officer of the Party. Notice deposited in the mail in the manner
hereinabove described shall be conclusively deemed to be effected, unless otherwise stated in this
Agreement, from and after the expiration of three (3) days after it is so deposited. Notice given in
any other manner shall be effective only if and when received by the Party to be notified. For the
purposes of notice, the addresses of the Parties shall, until changed as hereinafter provided, be as
follows:

Fort Bend County Municipal Utility District No. 37
c/o Johnson, Radcliffe & Petrov, L.L.P.
450 Gears Road, Suite 700
Houston, Texas 77067-4513
Phone: 281-872-1221
Fax: 281-872-1313

Michael Walton
Mustang Development
P. O. Box 1678
Cypress, Texas 77410-1678
Phone: 281-373-1088
Fax: 281-373-1099

The Parties shall have the right from time to time and at any time to change their respective
addresses and each shall have the right to specify as its address any other address by at least fifteen
(15) days' written notice to the other Parties.

Section 10.8. Modification. This Agreement shall be subject to change or modification only with
the mutual consent of the governing body of each of the Parties.

Section 10.9. Assignability. This Agreement shall not be assignable by any of the Parties without
prior written consent of the governing bodies of all other Parties which consent shall not be
unreasonably withheld. Such assignment shall be evidenced by each Party by including such action
to assign in their respective minutes of a meeting of their governing bodies.

Section 10.10. Parties in Interest. This Agreement shall be for the sole and exclusive benefit of
the Parties and shall not be construed to confer any benefit or right upon any other person.
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Section 10.11. Severability. The provisions of this Agreement are severable, and if any word,
phrase, clause, sentence, paragraph, section or other part of this Agreement or the application thereof
to any person or circumstances shall ever be held by any court of competent jurisdiction to be invalid
or unconstitutional for any reason, the remainder of this Agreement or the application thereof to
other person or circumstances shall not be affected thereby.

Section 10.12. Merger. This Agreement constitutes the entire agreement between the Parties
relative to the subj ect matter hereof. There have been and are no conflicting agreements, covenants,
representations or warranties between the Parties other than those expressly stated herein or
expressly provided for herein.

Section 10.13. Right of Entry. The District shall have the right of entry at reasonable times and
upon reasonable notice in, over and across the lands, properties and facilities of the Parties for the
pin-poses of making any inspections, connections, disconnections or reconnections permitted by this
Agreement and for the purpose of performing any other functions or duties authorized by this
Agreement. The Parties shall have the right of entry at reasonable times and upon reasonable notice
in, over and across the lands, properties and facilities comprising the Water and Wastewater
Treatment Facilities for the purpose of inspecting same.

Section 10.14. Multiple Counterparts. This Agreement may be executed in two or more
counterparts each of which shall be deemed an original but all of which together shall constitute one
and the same instrument, and any of the parties hereto may execute this Agreement by signing any
such counterpart.
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IN WITNESS WHEREOF, the Parties hereto have executed this Agreement in multiple
counterparts, each of which shall be deemed to be an original. This Agreement shall not become
effective and binding on any Party until it has been approved and executed by all the Parties.

t^,++ FORT BEND COUNTY MUNICIPAL
,.^,'' ^Vj\VPAL^ UTILITY DISTRICT NO. 37

^^'`.^-^^^°:'.^,^M^^cd•a .^,^ ='^:- ^''•• ,..
o

=<< i+

-c

r^^^fs^^ rC/ll^a5 -^•C,ATTEST: C^J
f//'!',... ) • . `tt```

/ ^ ., ^il ^-^!. ^ ^ ..
By:

President, Board of Directors

Date: 19 ^ 9 Q
Secretary, Board of Directors

MICHAEL WALTON

BY:

Date: S 2' v If",;?
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STATE OF TEXAS

COUNTY OF FORT BEND

BEFORE ME, the undersigned authority, on this day personally appeared Thomas E. Ritter,
President of Fort Bend County Municipal Utility District No. 37, a political subdivision, known to
me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me
that he executed the same for the purposes and consideration therein expressed, in the capacity
therein stated and as the act and deed of said FORT BEND COUNTY MUNICIPAL UTILITY
DISTRICT NO. 37.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the day of
4 1999.

CONFIfE A. MAGALUiO
Notary Public. State of Texas

My Commission Expires
J U LY 11 1999

Notary Public in and for the State of Texas

STATE OF TEXAS §

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared Michael Walton,
an individual, known to me to be the person whose name is subscribed to the foregoing instrument,
and acknowledged to me that he, being duly authorized executed the same for the purposes and
consideration therein expressed.

LJV N UNDER MY HAND AND SEAL OF OFFICE, this the -N day of
'1999.

^ G^/L^ ^-G^^3
CAROL E. PENN

State oE Texas Notary Public in and for the State of Texas
_^^ ^^^ , Notary P ublic,

t^es
lr. bty Cammissian FxP

SEPT.16, 2001
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To: Dan Smith
From Karen Blaschke

`Datc^ ° 2/3/00
$ub3ect ' F,T Check for 1Vestside Water LL,C-

-

^- ^ _,: -.^
.. i.._ •,,. .r .- ^'j'?.^ .

- -- - -^--=} - - - -- -
A , - .

Dan, will you please do arS FAfT nceck on 14'est^tde ^1'ater i L C,^O-hcy're requesting to ol.rtainwater and sewer CC Ns. '1 x request is for 162 acres, U curt-61j, usloinrrs and arpru\iniaich•' tproposed connections ( I club house and i chtirch)'in the C.a{,c Pointc
F;statcs suhdi^'i.^c^nWestside'S developer has an agreement

with Ft Bend Co MUD ,Y.37 to provide %0ho6alc utilif"rscrvices-potable water and treatment of domestic eflluent. Ft Bend Co.
MUD H37 ^cill make

improvements to their systems to provide waler and sewer scwice to developer's anticipated Sr!connections,
Developer will install a meter at point of intercnnnert and construct a%%ait^r' distribution system and gravity wastewater collection system.

Thanl.sl

KLB -

J :f r
.

^ G ^J f ^ 3 L
•^P `C^ ®,
v, 'Q iY / t{ L^^ C \r [}` ^` S^ . -

- - • ^--^ ^..^^-^;. ^ U/_' f% ^f -^'`3^'t C.^ `, : , r^'f
"^^̂ ^ S-(3--i l.^.1.._-
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