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PUC DOCKET NO. 

PETITION OF THE CITIES OF 
GARLAND, MESQUITE, PLANO, AND 
RICHARDSON APPEALING THE 
DECISION BY NORTH TEXAS 
MUNICIPAL WATER DISTRICT 
AFFECTING WHOLESALE WATER 
RATES 

BEFORE THE 

PUBLIC UTILITY COMMISSION 

OF TEXAS 

ORIGINAL PETITION APPEALING WHOLESALE WATER RATES  

The Cities of Garland, Mesquite, Plano, and Richardson ("Petitioning Cities") file this 

petition under Chapters 12 and 13 of the Texas Water Codel  and the implementing rules of the 

Public Utility Commission of Texas (`Commission" or "PUC")2  to appeal wholesale water rates 

charged by the North Texas Municipal Water District ("District). In support, the Petitioning 

Cities respectfully show as follows: 

I. 	Parties  

The Petitioning Cities are Texas home rule municipal corporations and retail public 

utilities' in Collin, Dallas, Denton, Kaufman, and Rockwall Counties. The District is a political 

subdivision of the State of Texas with its headquarters in Collin County.4  

Tex. Water Code § 13.043(f) ("A retail public utility that receives water or sewer service from another retail public 
utility or political subdivision of the state, including an affected county, may appeal to the utility commission a 
decision of the provider of water or sewer service affecting the amount paid for water or sewer service."); Tex. 
Water Code § 12.013(a) ("The utility commission shall fix reasonable rates for the furnishing of raw or treated water 
for any purpose mentioned in Chapter 11 or 12 of this code."). 

2  16 Tex. Admin. Code § 24.128 et seq. (This subchapter sets forth substantive guidelines and procedural 
requirements concerning a petition to review rates charged for the sale of water for resale flied pursuant to TWC, 
Chapter 12; or an appeal pursuant to TWC, §13.043(f) ....). 

A "retail public utility means any person, corporation, public utility, water supply or sewer service corporation, 
municipality, political subdivision or agency operating, maintaining, or controlling in this state facilities for 
providing potable water service or sewer service, or both, for compensation. Tex. Water Code § 13.002(19); 16 
TAC § 24.3(59). 

4  The District is a conservation and reclamation district and political subdivision of the State of Texas, created and 
functioning under Article 16, Section 59, of the Texas Constitution, pursuant to Chapter 62, Acts of the 52nd 
Legislature, Regular Session, 1951. 
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II. 	Background 

The Petitioning Cities entered into wholesale water supply contracts with the District as 

early as 1953.5  In 1988, the Petitioning Cities and seven other cities (collectively, the "Member 

Cities")6  executed a consolidated contract with the District (the "Contraer).7  The Contract still 

governs the Petitioning Cities relationship with the District. The District, which charges rates 

pursuant to the Contract, announced by letter dated September 29, 2017, that it was raising base 

water rates for the 2018 fiscal year from $2.53 per thousand gallons to $2.78 per thousand 

gallons and reducing excess water rates from $0.41 per thousand gallons to $0.40 per thousand 

gallons.8  

The District's decision to increase base water rates for the 2018 fiscal year continues a 

trend of steep, annual rate increases. Since the 2012 fiscal year, the District has increased base 

water rates by 87%. Further, the District charges these rates on a take-or-pay basis in accordance 

with volumetric "minimums" established in a bygone era,9  resulting in the Petitioning Cities 

paying the District over $208 million since 2001 for volumes of water that the Petitioning Cities 

didn't ask for and that the District didn't deliver. These inequities prompted the Petitioning 

Cities to appeal the District's 2017 fiscal year rates, and that appeal is pending at the State Office 

of Administrative Hearings ("SOAH").1°  Because these inequities will persist until the 

Commission sets new rates, the Petitioning Cities are filing this appeal of the District's 2018 

fiscal year rates. 

5  See Attachment A, Original Contracts between the Petitioning Cities and the District. 

6  In 1988, the Member Cities were Farmersville, Forney, Garland, McKinney, Mesquite, Princeton, Plano, 
Richardson, Rockwall, Royse City, and Wylie. Allen joined as a Member City in 1998 and Frisco in 2001. 

See Attachment B, North Texas Municipal Water District Regional Water Supply Facilities Amendatory Contract. 

8  See Attachment C. 

9  See Attachment B, Section 9(c). 

I° P.U.C. Docket No. 46662; SOAH Docket No. 473-17-4964.WS. 
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For the reasons stated below, the Petitioning Cities ask the Commission to find that the 

District's rates adversely affect the public interest and to set new rates consistent with the 

ratemaking mandates of Chapters 12 and 13 of the Texas Water Code." 

III. 	Jurisdiction  

The PUC has jurisdiction over this appeal pursuant to Sections 12.013 and 13.043(f) of 

the Texas Water Code, as follows: 

• The Petitioning Cities are retail public utilities under Sections 13.002(19) and 
13.043(f) of the Texas Water Code and P.U.C. SUBST. R. 24.3(59) and 24.128. 

• The District is a political subdivision of the State of Texas under Section 
13.043(f) of the Texas Water Code.12  

• "The District charges wholesale water rates pursuant to the Contract. The 
Petitioning Cities receive treated water from the District pursuant to the Contract 
and are willing and able to pay a just and reasonable price for the water.13  
However, the District is charging rates that are not just and reasonable and that 
adversely affect the public interest.14  

• The Petitioning Cities timely filed this appeal within 90 days of receiving notice 
of the District's decision to change its rates.15  

• The Petitioning Cities will prove that the District's rates adversely affect the 
public interest based on the public interest criteria listed in P.U.C. SUBST. R. 
24.133, as further described herein. 

• The Petitioning Cities are serving this petition and a copy of the Contract on the 
District and other appropriate parties.16  

Petitions appealing wholesale water rates set pursuant to contract are referred to SOAH 

for an evidentiary hearing on public interest." Following the evidentiary hearing, the 

" 16 TAC § 24.I34(e) ("The commission shall set a rate consistent with the ratemaking mandates of TWC, Chapters 
12 and 13.). 

12 The District was established under Article 16, Section 59, of the Texas Constitution, pursuant to Chapter 62, Acts 
of the 52nd  Legislature, Regular Session, 1951. 

13  16 TAC § 24.44(a)(4)-(5). 

14  Id. at §§ 24.44(a)(6), 24.133(a). 

15  Tex. Water Code § 13.043(f); 16 TAC § 24.130(c). 

16  16 TAC §§ 24.130(a)-(b). 

5 



Commission determines whether the protested rate adversely affects the public interest and, if so, 

remands the matter to SOAH for a cost-of-service hearing before setting new rates.' 8  

IV. 	The District's Rates Adversely Affect the Public Interest 

A rate adversely affects the public interest if the Commission concludes that one of the 

criteria listed in P.U.C. SUBST. R. 24.133(a) has been violated.°  The District's rates adversely 

affect the public interest under a number of the criterion. 

A. 	The District's Rates Impair the Petitioning Cities Ability to Continue to 
Provide Service to Their Retail Customers, Based on the Petitioning Cities' 
Financial Integrity and Operational Capability (P.U.C. SUBST. R. 
24.133(a)(2)) 

Citizens of the Petitioning Cities are successfiffly conserving water, causing the 

Petitioning Cities' retail revenues to decline. All the while, the District is increasing wholesale 

water rates and expecting the Petitioning Cities to pay a wholesale water bill based on 

"minimum" volumes of water set in a bygone era that have no relation to how much water the 

Petitioning Cities' citizens actually consume or the District delivers during the year. 

The Petitioning Cities have tried to absorb the District's wholesale rate increases without 

passing corresponding retail rate increases onto their citizens. The City of Plano, for example, 

has minimized the amount of debt sold to support its retail water delivery system and has drawn 

down reserves in some years to avoid raising retail rates. The City of Mesquite has postponed 

some necessary capital improvements to prevent raising retail rates. The City of Richardson has 

deferred certain maintenance projects to help offset the District's wholesale rate increases. The 

District's rates tangibly impact the Petitioning Cities' financial integrity and operational 

17  Id. at §§ 24.131(b), 24.132(a). 

18  Id. § 24.134(b) (lf the coinmission determines the protested rate adversely affects the public interest, the 
commission will remand the matter to the State Office of Administrative Hearings for further evidentiary 
proceedings on the rate."). 

19  Id § 24.133(a). 
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capability, as stated by a bond rating agency with respect to the City of Garland: "System 

operations have been pressured by increasing debt service and purchased water costs, and 

financial metrics are now below Fitch's 'AA median category medians. Since fiscal 2012 the 

city's purchased water rate has increased on average 11% annually and NTMWD rates are 

anticipated to continue increasing by 7%-11% annually through fiscal 2021. 20  

The bottom line is that the District's ever-increasing rates are impairing the Petitioning 

Cities' ability to serve their residents, and the District's decision to raise rates for the 2018 fiscal 

year will worsen the impairment. 

B. 	The District's Rates Evidence the DistricVs Abuse of Monopoly Power 
(P.U.C. SUBST. R. 24.133(a)(3)) 

The District is a monopoly both because of the lack of competition in the regional 

wholesale water supply market and because of the nature of its Contract with the Petitioning 

Cities. For the reasons below, the District's rates evidence that it has abused monopoly power. 

1. 	The District Has Abused Monopoly Power Based on its Disparate 
Bargaining Power (P.U.C. SUBST. R. 24.133(a)(3)(A))  

The Petitioning Cities have no practical alternative to the District for acquiring treated 

water because other viable wholesale water supply and suppliers are unavailable in the region. 

Even if viable alternatives existed, the Contract obligates the Petitioning Cities to buy treated 

water exclusively from the District21  and the Contract's indefinite term—the Contract extends for 

the life of outstanding bonds and then for the useful life of the water system22—precludes any 

opportunity for the Petitioning Cities to renegotiate the Contract's terms. Although the 

20  See Attachment D. 

21  See Attachment B, Sections 3(a) (B is the intention of the parties hereto that the System shall be the sole and 
exclusive source of all treated water supply for each of the Contracting Parties.") and 3(b) (`In no event shall the 
taking of treated water from a source other than the District relieve any Contracting Party from making all payments 
due the District under this Contract."). 

22  See Attachment B, Section 13. 
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Petitioning Cities appoint directors to the District's governing board, the Attorney General has 

twice opined that such directors are officers of the District who the Petitioning Cities have no 

power to replace or otherwise contro1.23  As such, the District can and does unilaterally raise 

retail rates without any input from the Petitioning Cities and can and does unilaterally extend the 

Contract's term simply by issuing new bonds without any input from the Petitioning Cities. 

Without bargaining power, the Petitioning Cities have had to bear annual rate increases—

the District has raised base rates by 87% since the 2012 fiscal year—unilaterally imposed by the 

District. Further, the District's practice of multiplying these rates by "minimum" volumes of 

water, even if the Petitioning Cities don't demand that much water, has caused the Petitioning 

Cities to collectively pay more than $208 million for water that the District never delivered. The 

District's 2018 fiscal year rates will increase this substantial total, and the Petitioning Cities 

simply lack the bargaining power to restrain the District's abuses. 

2. 	The District Has Abused Monopoly Power By Failing to Reasonably 
Demonstrate the Changed Conditions that are the Basis for the Change in 
Rates (P.U.C. SUBST. R. 24.133(a)(3)(B))  

As population growth has levelled off in the Petitioning Cities and as the Petitioning 

Cities have successfully enacted water conservation measures, the volumes of water the 

Petitioning Cities annually demand from the District have substantially declined. Nevertheless, 

the District continues to charge the Petitioning Cities for water they do not need or consume, 

resulting in the Petitioning Cities paying over $208 million since 2001 for undelivered water. 

The District has not reasonably demonstrated why the Petitioning Cities rates should continue to 

increase every year when, every year, they are paying millions of dollars for water the District 

doesn't deliver. Simply put, the Petitioning Cities believe it is unreasonable for the District to 

23  Tex. Att'y Gen. Ops. JM-1239 (1990) and KP-0117 (2016). 
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have significantly raised the Petitioning Cities rates for the 2018 fiscal year when the Petitioning 

Cities have significantly lowered their demands on the District's system. 

3. The District Has Abused Monopoly Power Based on Other Valuable 
Consideration Received Incident to the Contract (P.U.C. SUBST. R.  
24.133(a)(3)(D)) 

The District sells treated water to thirteen Member Cities, including the four Petitioning 

Cities, and over thirty other wholesale customers. But the District secures its bonds only with 

proceeds from its Contract with the Member Cities. Because the District has the certainty that 

revenues from the Member Cities will fully cover its revenue requirement,- the District can offer 

its other wholesale customers terms, such as contract duration and price, that are more attractive 

than the terms that apply to the Member Cities. Revenues received under these friendlier terms 

provide additional revenue to the District and, presumably, diversify the District's risk profile. 

Further, the District settled a legal challenge to one of its water supply projects by 

pledging that the Member Cities would charge their retail customers increasing block rates that 

incentivize conservation and by pledging to amend its water conservation plan to include a goal 

of a minimum 1% reduction in total gallons per capita per day.' That the District could pledge 

to reduce the Member Cities' water consumption without their participation in the settlement 

suggests a power conferred by the Contract that is not simply a consequence of the Petitioning 

Cities' payments to the District. Moreover, the District committed to these water consumption 

reductions without reducing the revenues due from the Petitioning Cities. 

4. The District Has Abused Monopoly Power By Charging Rates That 
Disincentivize Water Conservation (P.U.C. SUBST. R. 24.133(a)(3)(E))  

For the 2018 fiscal year, the District is charging a base water rate of $2.78 per thousand 

gallons and an excess water rate of $0.40 per thousand gallons. Collectively, this rate is 

24  See Attachment E, Section 4. 

9 



structured as a decreasing block rate, which the Texas Commission on Environmental Quality 

classifies as dis-incentivizing conservation,' in part because the District's substantially reduced 

excess water rate (relative to the higher base rate) promotes excess consumption. Further, the 

District's practice of charging minimum take-or-pay rates has caused the Petitioning Cities to 

pay lower effective rates—the rate per thousand gallons for water actually consumed—as their 

consumption increases, which simply cannot incentivize water conservation. 

In short, the District requires the Petitioning Cities to conserve water in part by charging 

their retail customers increasing block rates, yet the District's decreasing block wholesale rates 

dis-incentivize conservation and result in the Petitioning Cities, who take far below their 

minimums, paying higher effective rates as a consequence of their successful efforts to promote 

conservation among their retail customers. The Commission should be given the opportunity to 

rectify these abuses. 

5. 	The District Has Abused Monopoly Power Based on Comparing Its Rates 
to Rates Charged by Other Sellers of Water for Resale in Texas (P.U.C.  
SUBST. R. 24.133(a)(3)(G))  

The Petitioning Cities believe that the District's rates evidence abuse of monopoly power 

when compared to rates charged by other Texas wholesale providers. Specifi Gaily, other 

wholesale providers appear to use a "demand charge" rate design that promotes more equitable 

cost allocation among customers, allow for "minimums" to periodically reset to reflect actual 

water consumption among customers to ensure that cost-causers are paying cost-based rates, and 

charge more realistic "premiums" to non-member customers. In the end, the Petitioning Cities' 

retail customers—their citizens—bear the brunt of the District's abusive rates, so it is important 

25  30 TAC § 288.5(2)(A) ("The commission may require by commission order that any of the following strategies be 
implemented by the water supplier if the commission determines that the strategies are necessary in order for the 
conservation plan to be achieved: conservation-oriented water rates and water rate structures such as uniform or 
increasing block rate schedules, and/or seasonal rates, but not flat or decreasing block rates ....). 

10 



that the Commission compare the District's rates to rates charged by other Texas wholesale 

providers to decide whether the District's rates adversely affect the public interest. 

C. 	The District's Rates Are Unreasonably Preferential, Prejudicial and 
Discriminatory (P.U.C. SUBST. R. 24.133(a)(4)) 

The effective rates—the cost per thousand gallons actually consumed—charged by the 

District to the Petitioning Cities are unreasonably discriminatory. In the 2018 fiscal year, the 

District is nominally charging the Petitioning Cities a base rate of $2.78 per thousand gallons and 

an excess rate of $0.40 per thousand gallons. Because the District bases its water bills on 

volumetric minimums that never reset, however, that isn't the true cost per thousand gallons 

actually consumed by the Petitioning Cities or delivered by the District. The Petitioning Cities' 

minimums, for example, were set between 2001 and 2006. As such, the effective rates paid by 

the Petitioning Cities are and have been for a number of years significantly higher than the 

effective rates paid by the other Member Cities and the District's other wholesale customers, 

whose minimums for the most part were set more recently. For example, in the 2017 fiscal year, 

the Petitioning Cities effective rates ranged from $2.99 per thousand gallons (Plano) to $3.54 

per thousand gallons (Mesquite), whereas the effective rate for the other Member Cities averaged 

at $2.69 per thousand gallons and the effective rate for the other Member Cities and other 

wholesale customers collectively averaged at $2.78 per thousand gallons. Thus, the rates that the 

District charges the Petitioning Cities are out of line with patterns of actual water consumption 

among its customers and distort the Petitioning Cities' share of water demands on the District. 

This trend will continue in the 2018 fiscal year. 

The rates the District charges the Petitioning Cities are also unreasonably prejudicial 

when compared to the rates it charges its other wholesale customers. Generally speaking, the 

District charges its other wholesale customers only a nickel premium per thousand gallons over 
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the base rate charged to the Member Cities. For the 2018 fiscal year, for example, the District is 

charging these customers a base rate of $2.83 per thousand gallons, representing a less than 2% 

premium over the $2.78 per thousand gallons base rate charged to the Member Cities. But this is 

the same nickel premium that the District assessed in 1970, when the nickel represented a 21% 

premium over the $0.235 per thousand gallons base rate charged to the Member Cities. 

Revenues received from these other wholesale customers offset the Member Cities share of 

system costs and thereby affect the rates the District charge the Member Cities. As such, the 

District's decision to hold this nickel premium constant over the last half century has reduced 

revenues from its other wholesale customers and financially prejudiced the Petitioning Cities in 

the form of higher water rates. 

V. 	Relief Requested  

The Petitioning Cities respectfully ask the Commission to find that the District's rates 

adversely affect the public interest, convene a cost-of-service hearing, and then set new rates 

consistent with the ratemaking mandates of Chapters 12 and 13 of the Texas Water Code. After 

the cost-of-service phase of the proceedings, the Petitioning Cities request that the Commission 

also order the District to refund the difference between the rate charged by the District and the 

rate fixed by the Commission, plus interest at the statutory rate, from the date of this petition.26  

Finally, the Petitioning Cities request any other relief to which they may be entitled. 

26  Tex. Water Code § 12.013(f). 
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Respectfully submitted, 

Michael J. To 
State Bar No. 20125875 
Taylor Holcomb 
State Bar No. 24074429 
VINSON & ELKINS LLP 
2801 Via Fortuna, Suite 100 
Austin, Texas 78746 
512-542-8527 
512-236-3211 (Fax) 

Barry Smitherman 
State Bar No. 18770600 
BARRY SMITHERMAN, P.C. 
P.O. Box 163805 
Austin, Texas 78716 
512-652-8949 
512-330-0182 (Fax) 

Attorneys for the Petitioning Cities 
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City of Allen 
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ATTACHMENT A 

Original Contracts between Petitioners and 
the North Texas Municipal Water District 
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ST1 	OP TEXAS : 

COUNTY OP DALLAS : 

THIS CONTRACT (heri.inafter called the "Contract") made 

and cut rca into as of this the 12th 	of December, 1953, by and be,Neen 

Lorl.h TL.xcs Municipal Water District (ereinafter called "District") a 

wc.ter - ,ns.rval,ion district, created ,by Chapter 62 Acts of the Regular 

Sessior of the 52nd Legislature (hereinafter called "Chapter 62") _bur:A:ant 

• 1.:6ic1e _6, Section 59 of the Constitution, and she City of Garland, 

Texas, a municipal corporation in Dallas County, Texas, acting under the 

o2 the State of Texas, and acting under its Home Rule Charter, (here-

inafter called the "City"): 

WITBESSET H: 

WHEREAS, the City owns its water distribution system and 

its water supply facilities; aad 

WHEREAS, City is desirous of obtaining a morc. adevatc 

and dependable water supply; and 

WHEREAS, District is accuiriog from the United ':tates 

Coverno.:nt (hereinafter called the "Government") the right to star uatr. 

Lavon 1.scrvoir which has been constructed by the Government on th;: 

of the 	River in Collin County (hereinafter called "Lavoe:; and 

WHEREAS, the Contract between )istrict and Gov,rnmea 

• r-Jv ae: ml It District will have the storage rights in 100,000 ac..e 

feet 	s- orage space in Levan, for a period of 50 years with the 

• tc. 	v; with the Government for a renewal of such storage r- -; and 

WHEREAS, District's engineers, taking into con:Adel-a-ion 

. and run-off records of the watershed estimate thau tn safe &n-

-. water from the operation of ...-id 100,000 aure feet of storage 

minim.= of 35,000,000 gallons of water per day; and 

WHEREAS, District is contracting to pay Government an 

..-..t.!on of approximately .53,000.00 per year for a period of ,3 

agreed share of 7he expense of maintaining and operatin:; 

-1- 
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annunl payments will be a continuing charge against District's 

•cp.onTxon; and 

WHEREAS, Distr:.et is preparing to issue and sell bonds 

-.he ap',...-o41mate amoUnt of Nine Mallz..on ($9,000,000.00) Dollars (whether 

isf.t.ed :n nn amount more or ).oss than such figure, together with any addition-

al bonds t..bc issued by District, and refunding bonds issued in lieu of such 

botds (hereinafter called the "Bonds) for the purpose of: the acquisition 

of tecetisary lands, the erection and construction of purification, punping , 

asm local storase facilities aad the installation of pipelines, all for the 

purpose of providing and transmitting treated water for certain cities; which 

storege apace at Levan, intake facilities, pipelines, purification plant, 

pumps, local storage and related facilities will constitute District's water 

supply s:,stem (hereinafter called "District's Water Supply System"); and 

WHEREAS, heretofore District has ftled with the State 

Board of Water Engineers of the State of Texas Application Po. Y820 for a 

permit, authorizing the appropriation of 60,000 acre feet of water per atnum 

from Lavon Reservbir, hereinabove mentioned, and tho diversion therefrom by 

meats of gravity and pumping of such water for domestic, municipal and indus-

trial purposes, including especially the right to'deliver such water to any 

or all of certain cities, including "City"; and 

WHEREAS under Chapter 3142 Acts of the Regular Session of 

the 51s; Legislature (hereinafter called "Chapter 342), and pursuant to an 

caectio“ held in City on Deeember 5, 1953 it accordance with Chapter 342, 

-uy is at.nhorized to enter-fate this Contract; and 

WHEREAS, by the execution of this Contract, the City 

zurrcmdering none of its right to the ownership and operation. af its present 

water supply or its water distribution system, but is expressly asserting 

its continued right t- one-ate such water suppley and distribution) system; and 

Y4L14, 
	4-, 	 IT. the g!..x.- 

1••• o 	 . 	 611,y; and 

WHEREAS, it is known to both parties that the Distriet 

v_11 	Contract as the basis for the obtaining of credit throur:h the 

i 	 District's Bonds and as tho means for the payment of its main-

- operating expenses and pay:r.ent of the prineipal of and interLzt 
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on D:e--Ict's Bonds and the escablishment and maintenance of reserves for 

oucl. peepoeee; and 

WHEHL-1S,the Clty recogn.:eeee the fact that &he District 

nue:, of necessity make similar contracts with one or more additional cities; 

NOW, TIBP.REFORE, in consideration of ehe mutual covenants 

eet agreements herein contained, District agrees to furnish and City aarees 

to -eey for water supply services upon the terms and condetions and for the 

eonsed,:teetion hereinafter set forth, to-w t; 

1. VANTITY.  Subject only to the peovisions of this 

Section and Section 3 hereof, District agrees, during the period of this Con-

tract to tender and make available to the City, for its own use and at the 

.1elivery point as hereinafter specified, treazed water in the volume required 

by the City, provided that the maximum rate of delivery of such water shall 

tire exceed 7,5000 00G gallons per day, and City agrees to pay the Diszrict for 

euch seevice in accordance uith the provisions of Section 6 hereof. 

Should City desire te increase the maximum reee of delivery 

de hereenabove fixed, a formal reauest stating the desired rate of increase& 

Celivery shall be addressed to the Board of Directors of the Distriet and shall 

then become a matter of negotiation between City and District. 

Aistrict will use its hese efforts to remain in a position 

fureen:. water as herein contracted to Pc sold to City, but its obligaeion 

-hall be limited to the amount of water available in Lavon. 

In the event that it should become necessary for Diseriet 

- 	i 	aelivery of uater to City because of low storage in Lavon, Celt)/ 

enall bl ene:tled to receive during such period of scarcezy its pro rate shtere 

of .:-;ee weellable in the reservoir as determoned by the proportion vhich the 

:Aeon s.ater used by it duriee the last preceding calendar yeer in 

g 	not eccenaory bete , eo the Lo!a11 volume of lawn wee r u.,cd 

tbe Diserict derma such calendar yee.r. 

2. QUALITY. D,szeict fs obligated to treat the waeer to 

d by District and received oy City hereunder so as to meet the 

zhe State Health Depart,e..- t of tbe State of Texas. 

3. POyr OF 11:;:eVY.  The point fcr delivery of uater 'to 

.etrict's Weeer Supply Sy%-:= nhaU he to a ground stet-age oerminal 

- 	by Districz's engineer Such location will be selected 	due 
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reeard to any.storage facilities Ci.ty may own, if in the opinion of such en-

,incer such City-owned facileties may be used economically (hereinafter called 

" oint of Delivery"). 

City agrees to construct, maintain and operate at itc own 

cost ana expense at such delivery points all equipmene and facilities neccesary 

receive and take such water from District's storage terminal or from City's 

eterago terminal if it should be used as the terminal, which equipment and 

facilltles will be operated by the Cety in accordance with the terms of this 

Contract. 

i. MEASURING EQUIPME12. District shall furnish, install, 

operate and maintain at its own expense at said delivery points the necessary 

equipment and devices of standard type for measuring properly the quantity of 

water delivered under this agreement. Such meter or meters and oeher eqnipment 

so enntalled snail remain the property of District. City shall have access to 

such metering eqnipment at all reasonable times, but the readinge calibration, 

and adzustment tnereof shall be done only by the employees or agents of ehe 

Distrnct. For the purpose of this agreement the original record or reading of 

the meter or mcteri shall be the journal or other record book of District in 

office in which the records of the employees or agents of Diretrict who take 

tbe eading are or may be transcribed. Upon written revest of City, District 

wel3 give City a copy of such journal or record book, or permit City to nave 

Occonn to the same is, the office of District during reasonable business hours. 

Not more than once in each calendar month, on a aate n. 

near the enc of such calendar month' as practical, District shall calibrate its 

neters if rogues-zed in writing by City to do so, in the presence of a repreeent- 

ve of Cnty, and the parties shall jointly observe any adjustments enrich are 

to .he meters in case any adjusements Shall be necessary, arid n tue check 

nefter provided for ha've been installed, the same she?n aler be ca2- 

nty in-the presence of n representative of District and 	Tartlet) 

- 1r.tìy observe any adjuszment in case any adjustaent is necessary. If 

n 	nn writing requeat Distriet eo calibrate its meters and DIstr_et snail 

• ':ce of the time when any such calibration is to be medo aed e 

the City is not preseut at the tire set, Dintric. eay proceca 

ri snd adjustment in ebe abaence of any represenzaeive of C. y. 

ni,hzr party at eny time observes a varianion henzeeee 

nr or metnrs and the check meter or meters, if any .ecn chten 
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mItur or .etert, shell bc installed, suc paete will promptly votife Lhe other 

party, nnd the parties hereto shall then cooperate zo procure an immediate 

calibratfon test and joint observation of any adjustment ane the said meter 

or nererg sha:1 -thee be adjusted to saeuracy. Each party shall give tee. other 

.ty forty-eifiht (48) hours notice of the time of all tentn of meters so 

that the other party may conveniently hnve a representative preoent. 

If upon any test, the percentage of inaacuracy of any 

meeer;ng aeulpmene is found to be in -xcess of two per cent (2%), registration 

therlof nha:l ee corrected for a period extending back to -..he time when suzh in-

accuracy began, if such time is ascertainable, and if such time is not ascertain-

able, ehen for a period extending back one-half (1/2) of the time elapsed since 

the iazt date of calibrazion, but in no event further beck than a period of 

c_x (6) months. If for any reason any meters are out of service or out of 

repair so that the amount of water delivered cannot be ascertained or computed 

feom the reading thereof, the water delivered through the period: auch meters are 

out of service or out of repair shall be estimated and agreed upon by nhe parties 

here7,e upon the basis of the best data available. For such purpose,.the best 

ee a available &hall be deemed to be the registration of any check miter or 

meters if ehe same have been - installed and are accurately registering. Other-

wise, tee amount of water delivered during nech period may be estimated (i) by 

correcteng the error if the percentage of the error is ascertainable by calibra-. 

tion teree; 	mathematical calculation, or (ii) estimating the quaneity of de-

:every by deeveries during the preceding pereode under similar coneleions when 

the retee er meters were registering accurately. 

City may, at its opteoa and its own expense, iustall and 

operale a check meter to check each meter installed by District, but the measure-

uent ef eaeee - r the peepose of this agreement shall be solely by Distrizt's 

, 	t iu ehe cases hereinitbove specifically provided to the contrary. 

- _cezers shall be of standard make and shall be subject at e-1 

es to enspection and eeaaelation by any employee or seent 

're reading, calibration .ele edjustmeet thereof shell be e. 

pt dureng any periee when a check meter may be uoce uneee the 

etee., tee . ..et of water delivered, in which eaee 

, e;ebretion ane adjuTtmene tnereof retell be made by District weth 

,i eueh check meter or eeters had been furnesh:e .e• 	 sey 
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5. UNIT OF MAS.I'.:"".. 	unit of measurement for eater 

d‘ 	n reundcr shall bo 1000 gallons of water, U. S. Standard Liouid 

. PRICE AND TERNS  (a) The service to be performed under 

thi. Conract by District consists of the readiness of the District to deliver 

t. Cy, Upon itS demand, water in accordance with the previsions of Section 1, 

.try0f. 

In return for such service City agrees to cmpeutate 

hy piyment of eertain minimum annual sums of money, or each Of which 

id Lux.: D-.trie agrees, it reqnired by City, to deliver all, cr so much 

thereat cs City may cesire, of a certain corresponding volume aX water as set 

.:(4.-th 	The amount of the minimum annual Payment to be made by C.1t:: for 

a given calendar year is determined by multiplying eighteen (186 ceLts y.  

the number of thousand gallons of water "Allowed for Minimum Paymcm 

able to such year. The allowed amounts of water respectively for- such amnimum 

payments curies- the first six (6) full calendar years are: 

F411 Calendar 
Yese of Service 

Gallons of Water Allowed 
for 	Min)mum Payment. 

825,000,000- 
2nc 8..1;5,000,000 
3rd 905,000,000 
4th 945,000,000 
5th 993,000,000 
6th 	• 1,040,000,000 

:*cr ,er: c 'az-formed by District prior to the first full calendor 
..f.ni-ttn no- 	payment shall be for such fractional portion of the calencar 
3.e.- a. tn '..ze prescribed for the first full ca2cndar year. 

*In any one year, water in cxceso of the volume allowed 

year may be purchased by C-  - fron District at a co.; of sev,- 

, 	 -000 gallons for such excess water, subject aowever -.a the 

..lo-: e. 	1 hereof. 

Payment of the minimum annual service charges 1_ .c,d 

year by the City to the District in twelve equal monthly in-

elt of -.4h1ch shall be due and payable on or before th lOth cay of 

zhe service. Panent for water,delivercd in any yeal tn 

olume allowed for rhe mi-imum annual payment effectivo e -.hat 

iade by the City to the ...trict at the rate of seven ee-t. 

on or before the 10th 	of January following th, e-d 
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Liability for mak4 ng paymenzo as herein set forth ehall 

cote-enc.: oc the date or the first tender of delivery of water to the City by 

the Die.rict at the Point of Delivery. 

The minimum annual payments hereinabove listed shall not 

he reduc,d except an provided hereenafter in sub-secelon (c) of this Section. 

(b) In the event zbat City shall fail to make any zuch 

meeehly payment or annual payment wethen the time herein in this section apeci-

ficd, inter,st on such amoune shall accrue at the rate of Five Per Cant (5%) 

, r annem froze the date such payment becomes due until paid in full with inter-

est as herein specified. In the event such payment is not made within sixty 

(60) days from the date such payment becomes due District may at its option 

discontinee delivery of water to the City unell the amount due District is 

paid in full with interest as herein specified. 

(e) On or before ,February 10 next following the first stx 

full celendar years of tendered water service the Board of Directors of District 

ohall analyze finally the finances of District, inclUding the condition of all 

funds required to be established and maintained under the resolution authoriz-

ing the iszuanee of the Bonde or in the indenture securing the Bonds, or it both 

such ie - treeents. A-  thee: time the Bear& ahall redetermine zhe rates to be 

chaecea fee water and shall fix such rates as will provide fully for mainten-

ance and e,eratimg expenses and for the maintenance or all funds and the perform-

ance of ae.: eoveaants prescribed by the resolution aethorizing the Boads and the 

inecneee,  :curing uhe Bonds. Such rates shall remain effective throuebout 

the then c'lencar year. Similar action shall be taken on or before February 10 

of 	ye.: thereafter while any of the Bonds or interest thereon are oue-

steedteg and unpaid; provided that it shall be the duty of the Board at all 

twren :1 ix, alter and maintain razes for service ender ehis Contract and 

.oetracte for similar nervice which vill be sufficient for opere-

e.ee of Diszrict's Weer Supply System, to estable_h and main-

which are reqeired eeder the bond recoluzion or uncle:-  th, 

.urirg tne Bonds and at aLl events to prevent any defau z in the 

.ereee on or prirenpa1 - thc Bonds. 

(d; nfmer al1 Bol 	r..d interest thereot are pald 

_ , r ,f District shall i. like manner on or before L,:re .7 10 

r .zes whieh enall bc • eliceble for the then curreee 
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calendar yenr and which shall be euffieleet to assure puyment of oaletenence 

and operation eeeenses of Dietriet eed te ete, tor such improvemente and ex-

teesions ne may it the opinion of the Board be deceed advicable. 

(c) After the cleee of the Six Year feriod District 

ehall need n bill to the City monthly showinp the amoent of water delivered 

to (ity during the preceding billing month, which bill shall diseleee the 

eventety of water delivered during such month and the charge tnerefor. Seca 

bills zhall be reneered to the City en or before the 5th day af ee rhe end 

of such moeth and each suet bill shall be paid by the City on or before the 

lOth LI:x -  of the month in which the bill Is received. Provided, however, 

bi22 for services rendered during the month of January next follev-

ieg tne close of the Six Year Period and the bill for each January thereafter 

shall b. rendered to the Citir on or before February 15 following and shall 

be eaid on or before the 20th day of such month. 

7. SPECIAL CONDITIONS. (a) District agree's to pro-

ceed ercmptly with the construction of the facilities necessary to the 

perfermseee of ita obligations hereunder. It is not in position to .guar  

antee ehe date on which it will be able to make the first delivery of enter 

to City. Bet District is making a diligent effort to have its facilities 

compleeee to Point of Delivery ao as to furnish water to ehe City thl 

(30) mentle eftez the sale and delivery of District's Bonds. Distriat eha11 

net ee lieeie to the City for any damaces occanioned by delay in the commence- 

ment 	service to City. After water is first tendered for delivery 

to Cley ae (?eint of DeliverY, District shall, subject to other eeros and 

conditions of this Contract, continually hold itself ready, villine ana 

able to aupp4 water to City to the exeunt of the malamum amcent herein 

conteac'en to be furnished to City;  Liability of the District under this 

coy- 	I be subject to the prove- ens of Section 8 of thin Co.trace. 

(b) Title to all -,,,ter supplied hereunder shall renesee 

e to .eeint of Delivery, end upon pasning through Distr:er's 

et Point of Delivery =le to the water shall pass te City. 

eeveto shall nF,ree te seve and hold the other party hare-

cee. demands, and c e ,e Gf acteon which may be as.er.ed 

r ,- 	 e%t ef th( transporneeloz, delivery end disposal ef s.i 

.1c teeein- in such party. Tnis covenant is tot made 'for e 

lee: -herd party. 
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(c) It as exprealy understood and agreed that any ob-

::gaticn on the part of the District to complete and operate the naid 

:acilities shall be conditioned upon tho following: 

(1) The fina2 execution of a contract wita 0overn- 

ment veLt&ng in District. the rights to 100,000 acre feet of storage space 

in Lavon; 

(2) The issuance or a Perm:Lt by the Board of 

V.-Ater Engineers of the State of Texaa covering the right to apnropriate 

water to be stored in the 100,000 acre feet of such storage space in Lavon; 

(3) The execution of contracts with other cities 

numb:r and producing revenues which in the judgment of District will 

the financing and construction ant operation of District's Water 

(4) Sale of Bonds in au amount to assure coriaLantc.' 

tion o, Distric-„'s Water Supply System; 

(5) District's ability to obtain all necessary 

AzLe:'s bor ind evipmenz necessary for completion of District:3 War‘r 

(di District shall never have the right to demand pay-

f any obligation assumed or imposed on it under and by virtue 

	

of i.Ì 	Co...,ract from fands raised or to be raised by taxation. CIty1 5 

4nder this Contract shall never be construed to be a debt of City 

uf such kind a.; to require it under the Constitution and laws of tnis State 

ni oolleet a tax to discharge such obligation, it being expressly 

ersoon by the parties herew that oll payments due by the City bere=der 

r: 	r; 	from water revenues received by City. 

(e) City reprenutts and covenants that all payments tO 

by it shall conatitn6e "Operating Expenses of ite water- 

	

N.or , 	 :Alt;.or zed in Chapter 342 and as defined in Article "...1 

-Ai Civil. Stanrces of Thxa.; ac =ended, and that such  

txpense. 	,o any and all revenue bonds :X

Clt 

	%he 

	

y 	are supported in whole or in nart by a pledge of the revenues 

t..rworks system, with the effect that the City's obl.c.ticri to 

from its water revenue: under thia 9ontract has priority over 
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't .  ob.;getioe to imka payments of Oa_ pe!neipal of atd intoreet on any such 

• watch are or win be euppoeted in ahole or in part by npledge of the 

• te :ate Nmcks system revenue— 

(r) City agrees to fix and collect ouch rates and charges 

for vete:. itnd nervices to he supplied by its waterworks syetem as will make 

possible the prompt anyment cf 311 crpenuea of operating and maintaiting its 

waterworks system incluaing all payments eeetracted nem:elder, and the prcmpt 

payment se' tha prtacipal of and Interact on its oblagatione payable from the 

revereet of its vaterworks system. 

8. FORCE MAJEOn. In case by reason of "Zorce Majeure" 

either, party hereto shall be rendered unable wholly or in part tc carry out 

its oblieetions under this agreement, other than the obligation of City to 

eake 	1- yments required under the teens hereof, then if such prty shall 

give netice and full particulars of such "Force Majeure" in writing to 

other party within a reasonable time ee'tee occurrence of the evivit or cause 

relied on, the obligation of the party giving such notice, so far as it is 

affected hy suab•"Force Majeure", shal) be suspended during the continuance 

of the inablliey then claimed, bat for no longer period, and any such party 

ehal_ end..avor to remove or overcome such inability wtth all reasonable dis- 

„ten 	ee term "Force Majeure” as employed herein, shell mean aets of God, 

• .cete  or other industrial dicturbancen, act!) of poblic enemy, 

.r _eta of aay kind of the Government of %he United States or the State of 

Tem:5 or Ay civil or military authority, insurrections, riots, ep:demice, 

1.ghtning, earthquake, fires, hurricanes, storms, flcode, 

arrests, restraine of overnment and people, civil dtse rb- 

anc , 	 breakage or acc.dento to machinery, pipe lines er ceeela, 

• - . • , t_re faalure of vete= 	and inability On part of District 

e. ee!a-ee - ter hereu-der, or uf City to receive water hereunder, on aeerent 

: 

	

	• .eres not reasonably within the control of the party claiming 

lt Is underntood and e -,reed thee tne settlement of atrikea 

• a e . %hall %, .tirely withi. .he dincretion of the party havitg the 

:nd tee. t, ,  above reque:eee-t that any Force Majeure shall oe 

eic-.e aielantee 	40t require the settlement ef 

y acc.ding to a., %elands of the epposang party o- 

, 	tt2em.nt is unfav---:.le co it lu the :uagrept of th. parly 
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difficulty. Force M-leure shall not reieve City cf its ohligt-

zion to A:he peywnt.; to Edstrict as required under Section 6. 

9. INSURANCS. Pre indcaturc which viJ.. secure the F:onas 

will contain appropriate provisions requiring District to carry inlorance on 

isz in4ornbie propertlea for purposes and in amounts which would ordinarily 

be carried by a privately owned utility company under contract so perform 

services similar to those undertaken hy D4str:es in this Contract. 6uch pro-

v-siorz will be so designed as to afford protection nos wily fcr the holder.; 

of tl.e Bonds but to assure and fncilitate, to thn extent feasible and prac-

ticab17, Sae restoration of damaged or destroyed properties and to minimize 

the 1a7;erruption of service to City and others. 

10. TERM OF COMMACT. This Contract shall_ continue 

forne and effect for a period of fifay years from the date of -.he first ten-

der of delivery by the District of water to City, and for the period of time 

in 4d4.!tion thereto while any of the Bonds ere outstanding and unpaid. City 

have the right to an extensicn of the term of this Contract beyond the 

initialìfty year term in like manner and zo the extent that Dtscrictir 

conirct with Government may be extended beyond the initial fifty year term.. 

11. MODIFICATIW. This Contract may be changed or modi-

fied aly with the consent of the governing bodies of both District and City. 

Such .odification may be requested by either party, in which event a jolnt 

such governing bodies shall ce held not less than ninety days ufser 

trc 

	

	• .uich notice, at which „oint meeting the requested changes or 

-1o1 .CAt.:As shall be considered and discussed. No such change or mod:I.:ice-

/le made uhich will affect adversely the prompt payment vhen due of 

,.%/. r‘ce).rer- to be paid by City Ludo: the t.zrms of thin Coutraez and 

.% 	.ge ,:h%11 be effective which would cause a violatiol, of any pro-

o. .1..e Resolution authorizing cr the indenture securf.g the Bond-. 

12. :4=12011' 	°"0. ahis Contrac-  shal_ ne sub4cct 

• rules, regulations and •..v applicable heretc passed or pl-omul-

:tate of Texaa or any goy-a-a:a:m*7AI 

representaz!ve 

7- . nay cf them, 
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.S 	)22.:A.1, 

- on.cy 

13. NOTIC7S. All noti: or communications provided for 

it vriting and shall be ei..her delivered to City or District, 

if 	.Qd, Atall b, .enf-ny-regis:.ered mail, postage prepaid, addressed to 

City 	Ocrland, Tns, or until otnervi.,e soocified by the District in writ- 

to District at wylie, Texas. 

IN WiTVESS WHEREOF, the parties hereto anti:1z under 

of their recctive goverain,; bodies have caused this Contract 

rjuly zxecuted ia several counterparts, each of whLch shall cot.stituze an 

zrizinaL, Gil as of the day and year first written above. 

NORTH‘TEXJ)S-.MUNICIPAL WATER DISTRICT 

L  
President 

A IEST: 

..'ecretary 

CITY OF GARLAND, TEXAS 

BY 
Mayor 

' /:•"" 
- 	 .." NA. 

City Manag:r 
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OF XAS: 

CO.M717 	COILTh : 

BEFORE gE the undersigned hotary Public in and for Collin 

on this day personall: appeared J. C. Cantrell and C. Hansford 

:by 	to me to be the persons whose names are sub.;cribed to the fore-

gong lalstrumenz and known to me tO be, respectively, the president and secre- 

tary 	North Texas Municipal Water District, ad each acknowledged to me 

exected said instrument for the nurposes and considerations therein 

,1;v?ressei anti in the capacity therein stated and as the act and dead of 

North "ex_, Municipal Water District. 

GIVEN UliDER MY FAND AND SEAL OF OFFICE this the /044-  day 

o2 May, 1954. 

Notary Public, Collin County, 
Texas 

(sEAL) 

THE STME OF TEXAS : 

COUNTY OF DALLAS ; 

BEFORE ME the undersigned Notary Public in and for 

on this day personally appeared H. A. Walker end Dollye Morris, 

o me to be the person whose name is subscribed to the foiegoing 

d each acknowledged co me ....het he had executed the same for the 

considerations therein expressed and in the capacity therein 

act ant: deed of the City of Garland, Texas. 

li:ECUTED under my hand and seal of office this the 

Notary Public, 1),!1s Zot_ty, 
Texas 
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F'LE 
1 

THE STATE OF TEXAS : 

COU1T7 OF DALLAS : 

THIS CONTRACT (hereinafter called the "Contract") made 

and entered into as of this the 12th day of December, 1953, by and between 

Nerth Texas MUnicipal Water District (hereinafter called "District") a 

water conservation district, created by Chapter 62 Acts of tbe Regular 

Session of the 52nd Legislature (hereinafter called "Chapter 62") pursuant 

to Article 16, Section 59 of the Constitution, and the City of Mesquite, 

Texas, a municipal corporation in Dallas County, Texas, acting under the 

laws of the State of Texas, and acting under its Home Rule Chsrter, (here-

inafter called the "City"): 

WITNESSET H: 

WHEREAS, the City owns its vater distribution system and 

its water supply facilities; and 

WHEREAS, City is desirous of obtaining a more adequate 

and dependable water supply; and 

WEEREAS, District is acquiring from the United States 

Government (hereinafter called the "Government") the right to store water in 

Lavon Reservoir which has been constructed by the Government on the East Fork 

of the Trinity River in Collin County (hereinafter called "Lavon"); and 

WHEREAS, the Contract between District and Government 

vill provide: that District will have the storage rights in 100,000 acre 

feet of storage space in Lavon, for a period of 50 years with the privilege 

of negotiating with the Government for a renewal of such storage rights; and 

WHEREAS, District's engineers, taking into consideration 

the rainfall and run-off records of the watershed estimate that the safe an-

nual yield of water from the operation of said 100,000 acre feet of storage 

space will be a minimum of 35,000,000 gallons of water per day; and 

WHEREAS, District is contracting to pay Government an 

annual consideration of approximately $53,000.00 per year for a period of 50 

years plus District's agreed share of the expense of maintaining and operating 
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Lavon, which annual payments will be a continuing charge against District's 

operating expenses; and 

WHEREAS, District is preparing to issue and sell bonds 

in the approximate amount of Nine Million ($9,000,000.00) Dollars ewhether 

issued in an amount more or less than such figure, together with any addition-

al bonds to be issued by District, and refunding bonds issued in lieu of such 

bonds (hereinafter called the "Bonds") for the purpose of: the acquisition 

of necessary lands, the erection and construction of purification, pumping 

and local storage facilities and the installation of pipelines, all for the 

purpose of providing and transmitting treated water for certain cities; which 

storage space at Lavon, intake facilities, pipelines, purification plant, 

pumps, local storage and related facilities will constitute District's water 

supply system (hereinafter called "District's Water Supply System"); and 

WHEREAS, heretofore District has filed with the State 

Board of Water Engineers of the State of Texas Application No. 1820 for a 

permit, authorizing the appropriation of 6o,000 acre feet of water per annum 

from Lavon Reservoir, hereinabove mentioned, and the diversion therefrom by 

means of gravity and pumping of such water for domestic, municipal and indus-

trial purposes, including especially the right to deliver such water to any 

or all of certain cities, including "City"; and 

WHEREAS under Chapter 342 Acts of the Regular Session of 

the 51st Legislature (hereinafter called "Chapter 342), and pursuant to an 

election held in City on December 5, 1953 in accordance with Chapter 342, 

City is authorized to enter into this Contract; and 

WHEREAS, by the execution of this Contract, the City is 

surrendering none of its right to the ownership and operation of its present 

water supply or its water distribution system, but is eXpressly asserting 

its continued right to operate such water supply and distribution system; and 

WHEREAS District will have available water in the quan-

tities hereinafter contracted to be sold by it to the City; and 

WHEREAS, it is known to both parties that the District 

will use this Contract as the basis for the obtaining of credit through the 

issuance of District's Bonds and as the means for the payment of its main-

tenance and operating expenses and payment of the principal of and interest 
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on District's Bonds and the establishment and maintenance of reserves for 

such purposes; and. 

WHEREAS, the City recognizes the fact that the District 

must of necessity make similar contracts with one or more additional cities; 

NOW, THEREFORE, in consideration of the mutual covenants 

and agreements herein contained, District agrees to furnish and City agrees 

to pay for water supply services upon the terms and conditions and_ for the 

consideration hereinafter set forth, to-wit; 

1. QUANTITY.  Subject only to the provisions of this 

Section and Section 8 hereof, District agrees, during the period of this Con-

tract to tender and make available to the City, for its own use and at the 

delivery point as hereinafter specified, treated water in the volume required 

by the City, provided that the maximum rate of delivery of such water shall 

not exceed 2,000,000 gallons per day, and City agrees to pay the District for 

such service in accordance with the provisions of Section 6 hereof. 

Should City desire to increase the maximum rate of delivery 

as hereinabove fixed, a formal request stating the desired rate of increased 

delivery shall be addressed to the Board of Directors of the District and shall 

then become a matter of negotiation between City and District. 

District will use its best efforts to remain in a position 

to furnish water as herein contracted to be sold to City, but its obligation 

shall be limited to the amount of water available in Lavon. 

In the event that it should become necessary for District 

to limit its delivery of water to City because of low storage in Lavon, City 

shall be entitled to receive during such period of scarcity its pro rata share 

of water available in the reservoir as determined by the proportion which the 

volume of Lavon water used by it during the last preceding calendar year in 

which rationing was not necessary bears to the total volume of Lavon water used 

by all cities served_ by the District during such calendar year. 

2. QUALITY.  District is obligated to treat the water to 

be delivered by District and received by City hereunder so as to meet the 

standards of the State Health Department of the State of Texas. 

3. POINT  OF DELIVERY.  The point for delivery of water to 

City from District's Water Supply System shall be to a ground storage terminal 

to be located by District's engineer. Such location will be selected with due 
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regard to any storage facilities City may own, if in the opinion of such en-

gineer such City-owned facilities may be used economically (hereinafter called 

"Point of Delivery"). 

City agrees to construct, maintain and operate at its own 

cost and expense at such delivery points all equipment and facilities necessary 

to receive and take such water from District's storage terminal or from City's 

storage terminal if it should be used as the terminal, which equipment and 

facilities will be operated by the City in accordance with the terms of this 

Contract. 

4. MEASURING EQUIPMENT. District shall furnish, install, 

operate and maintain at its own expense at said delivery points the necessary 

equipment and devices of standard type for measuring properly the quantity of 

water delivered under this agreement. Such meter or meters and other equipment 

so installed shall remain the property of District. City shall have access to 

such metering equipment at all reasonable times, but the reading, calibration, 

and adjustment thereof shall be done only by the employees or agents of the 

District. For the purpose of this agreement the original record or reading of 

the meter or meters shall be the journal or other record book of District in 

its office in which the records of the employees or agents of District who take 

the reading are or may be transcribed. Upon written request of City, District 

will give City a copy of such journal or record book, or permit City to have 

access to the same in the office of District during reasonable business hours. 

Not more than once in each calen-ler month, on a date as 

near the end of such calendar month as practical, District shall calibrate its 

meters if requested in writing by City to do so, in the presence of a represent-

ative of City, and the parties shall jointly observe any adjustments which are 

made to the meters in case any adjustments shall be necessary, and if the check 

meters hereinafter provided for have been installed, the same shall also be cal-

ibrated by City in the presence of a representative of District and the parties 

shall jointly observe any adjustment in case any adjustment is necessary. If 

City shall in writing request District to calibrate its meters and District shall 

give City notice of the time when any such calibration is to be made and a rep-

resentative of the City is not present at the time set, District may proceed 

with calibration and adjustment in the absence of any representative of City. 

If either party at any time observes a variation between 

the delivery meter or meters and the check meter or meters, if any such check 
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meter or meters shall be installed, such party will promptly notify the other 

party, and the parties hereto shall then cooperate to procure an immediate 

calibration test and joint observation of any adjustment and the said meter 

or meters shall then be adjusted to accuracy. Each party shall give the other 

party forty-eight (48) hours notice of the time of all tests of meters so 

that the other party may conveniently have a representative present. 

If upon any test, the percentage of inaccuracy of any 

metering equipment is found to be in excess of two per cent (2%), registration 

thereof shall be corrected for a period extending back to the time when such in-

accuracy began, if such time is ascertainable, and if such tine is not ascertain-

able, then for a period extending back one-half (1/2) of the time elapsed since 

the last date of calibration, but in no event further back than a period of 

six (6) months. If for any reason any meters are out of service or out of 

repair so that the amount of water delivered cannot be ascertained or computed 

from the reading thereof, the water delivered through the period such meters are 

out of service or out of repair shall be estimated and agreed upon by the parties 

hereto upon the basis of the best data available. For such purpose,,the best 

data available shall be deemed to be the registration of any check meter or 

meters if the same have been installed and are accurately registering. Other-

wise, the amount of water delivered during such period may be estimated (i) by 

correcting the error if the percentage of the error is ascertainable by calibra-

tion tests or mathematical calculation, or (ii) estimating the quantity of de-

livery by deliveries during the preceding periods under similar conditions when 

the meter or meters were registering accurately. 

City may, at its option and its own expense, install and 

operate a check meter to check each meter inatalled by District, but the measure-

ment of water for the purpose of this agreement shall be solely by District's 

meters, except in the cases hereinabove specifically provided to the contrary. 

All such check meters shall be of standard make and shall be subject at all 

reasonable times to inspection and examination by any employee or agent of 

District, but the reading, calibration and adjustment thereof shall be made 

only by City, except during any period when a check meter may be used under the 

provisions hereof for measuring the amount of water delivered, in which case 

the reading, calibration and adjustment thereof shall be made by District with 

like effect as if such check meter or meters had been furnished or installed by 

District. 
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5. UNIT OF MEASUREMENT. The unit of measurement for water 

delivered hereunder shall be 1000 gallons of water, U. S. Standard Liquid 

Measure. 

6. PRICE ADD TERMS (a) The service to be performed under 

this Contract by District consists of the readiness of the District to deliver 

to City, upon its demand, water in accordance with the provisions of Section 1, 

hereof. 

In return for such service City agrees to compensate Dis-

trict by payment of certain minimum annual sums of money, for each of which 

said BUM District agrees, if required by City, to deliver all, or so much 

thereof as City may desire, of a certain corresponding volume of water as set 

forth below. The amount of the minimum annual payment to be made by City for 

a given calendar year is determined by multiplying eighteen (180) cents by 

the nutber of thousand gallons of water "Allowed for Minimum Payment" applic-

able to such year. The allowed amounts of water respectively for such minimum 

payments during the first six (6) full calendar years are: 

FUll Calendar 	 Gallons of Water Allowed 
Year of Service 	 for Minimum Payment  

lst 	 130,000,000 
2nd 	 141,000,000 
3rd 	 151,000,000 
4th 	 161,000,000 
5th 	 172,000,000 
6th 	 183,000,000 

(For service performed by District prior to the first full calendar year, the 
minimum monthly payment shall be for such fractional portion of the calendar 
year at the rate prescribed for the first full calendar year.) 

In any one year, water in excess of the volume allowed 

above for that year may be purchased by City from District at a cost of seven 

cents (70) per 1000 gallons for such excess water, subject however to the lim-

itations of Section 1 hereof. 

Payment of the minimum annual service charges listed above 

shall be made each year by the City to the District in twelve equal monthly 

installments, each of which shall be due and payable on or before the 10th day 

of the month following the service. Payment for water delivered in any year 

in excess of the volume allowed for the minimum annual payment effective for 

that year, shall be made by the City to the District at the rate of seven 

cents (70) per 1000 gallons on or before the 10th day of January following 

the end of such year. 
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Liability for making payments as herein set forth shall 

commence on the date of the first tender of delivery of water to the City by 

the District at the Point of Delivery. 

The minimum annual payments hereinabove listed shall not 

be reduced except as provided hereinafter in sub-section (c) of this Section. 

(b) In the event that City shall fail to make any such 

monthly payment or annual payment within the time herein in this section speci-

fied, interest on such amount shall accrue at the rate of Five Per Cent (5%) 

per annum from the date such payment becomes due until paid in full with inter-

est as herein specified. In the event such payment is not made within sixty 

(60) days from the date such payment becomes due District may at its option 

discontinue delivery of water to the City until the amount due District is 

paid in full with interest as herein specified. 

(c) On or before February 10 next following the first six 

full calendar years of tendered water service the Board of Directors of District 

shall analyze finally the finances of District, including the condition of all 

funds required to be established and maintained under the resolution authoriz-

ing the issuance of the Bonds or in the indenture securing the Bonds, or in both 

such instruments. At that time the Board shall redetermine the rates to be 

charged for water and shall fix such rates as will provide fully for mainten-

ance and operating expenses and for the maintenance of all funds and the perform-

ance of all covenants prescribed by the resolution authorizing the Bonds and the 

indenture securing the Bonds. Such rates shall remain effective throughout 

the then calendar year. Similar action shall be taken on or before February 10 

of each year thereafter while any of the Bonds or interest thereon are out-

standing and unpaid; provided that it shall be the duty of the Board at all 

times to fix, alter and maintain rates for service under this Contract and 

under other contracts for similar service which will be sufficient for opera-

tion and maintenance of District's Mater Supply System, to establish and main-

tain all funds which are required under the bond resolution or under the 

indenture securing the Bonds and at all events to prevent any default in the 

payment of interest on or principal of the Bonds. 

(d) After all Bonds and interest thereon-are paid the 

Board of Directors of District shall in like manner on or before February 10 

of each year fix rates which shall be applicable for the then current 
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calendar year and which shall be sufficient to assure payment of maintenance 

and operation expenses of District and to pay for such improvements and ex-

tensions as may in the opinion of the Board be deemed advisable. 

(e) After the close of the Six Year Period District 

shall send a hill to the City monthly showing the amount of water delivered 

to City during the preceding billing month, which bill shall disclose the 

quantity of water delivered during such month and the charge therefor. Such 

bills shall be rendered to the City on or before the 5th day after the end 

of such month and each such bill shall be paid by the City on or before the 

10th day of the month in which the bill is received. Provided, however, 

that the bill for services rendered during the month of January next follow-

ing the close of the Six Year Period and the bill for each January thereafter 

shall be rendered to the City on or before February 15 following and shall 

be paid on or before the 20th day of such month. 

7. SPECIAL CONDITIONS. (a) District agrees to pro-

ceed promptly with the construction of the facilities necessary to the 

performance of its oilligations hereunder. It is not in position to guar-

antee the date on which it will be able to make the first delivery of water 

to City. But District is making a diligent effort to have its facilities 

completed to Point of Delivery so as to furnish water to the City thirty 

(30) months after the sale and delivery of District's Bonds. District shall 

not be liable to the City for any damages occasioned by delay in the commence-

ment of such service to City. After water is first tendered for delivery 

to City at Point of Delivery, District shall, subject to other terms and 

conditions of this Contract, continually hold itself ready, willing and 

able to supply water to City to the extent of the maximum amount herein 

contracted to be furnished to City. Liability of the District under this 

covenant shall te subject to the provisions of Section 8 of this Contract. 

(b) Title to all water supplied hereunder shall remain 

in the District to POint of Delivery, and upon passing through District's 

meter installed at Point of Delivery title to the water shall pass to City. 

Each such party hereto shall agree to save and hold the other party harm-

less from all claims, demands, and causes of action which may be asserted 

by anyone on account of the transportation, delivery and disposal of said 

water while title remains in such party. This covenant is not made for the 

benefit of any third party. 
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(c) It is expressly understood and agreed that any ob-

ligation on the part of the District to complete and operate the said 

facilities shall be conditioned upon the following: 

(1) The final execution of a contract with Govern- 

ment vesting in District the rights to 100,000 acre feet of storage space 

in Lavon; 

(2) The issuance of a Permit by the Board of 

Water Engineers of the State of Texas covering the right to appropriate the 

water to be stored in the 100,000 acre feet of such storage space in Lavon; 

(3) The execution of contracts with other cities 

in number and producing revenues which in the judgment of District will 

permit the financing and construction and operation of District's Water 

Supply System; 

(1+) Sale of Bonds in an amount to assure construc-

tion of District's Water Supply System; 

(5) District's ability to obtain all necessary 

material, labor and equipment necessary for completion of District's Water 

Supply System. 

(d) District shall never have the right to demand pay-

ment by City of any obligation assumed or imposed on it under and by virtue 

of this Contract from funds raised or to be raised by taxation. City's 

obligation under this Contract shall never be construed to be a debt of City 

of such kind as to require it under the Constitution and laws of this State 

to levy and collect a tax to discharge such obligation, it being expressly 

understood by the parties hereto that all payments due by the City hereunder 

are to be made from water revenues received by City. 

(e) City represents and covenants that all payments to 

be made hereunder by it shall constitute "Operating Expenses" of its water-

works system as authorized in Chapter 342 and as defined in Article 1113 

of the Revised Civil Statutes of Texas as amended, and that such payments 

w111 constitute operating expenses as to any and all revenue bonds of the 

City which are supported in whole or in part by a pledge of the revenues of 

the City's waterworks system, with the effect that the City's obligation to 

make payments from its water revenues under this Contract has priority over 
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its obligation to make payments of the principal of and interest on any such 

bonds which are or will be supported in whole or in part by a pledge of the 

City's waterworks system revenues. 

(f) City agrees to fix and collect such rates and charges 

for water and services to be supplied by its waterworks system as will make 

possible the prompt payment of all expenses of operating and maintaining its 

waterworks system including all payments contracted hereunder, and the prompt 

payment of the principal of and interest on its obligations payable from the 

revenues of its waterworks system. 

8. FORCE MAJEURE.  In case by reason of "Force Majeure" 

either party hereto shall be rendered unable wholly or in part-to carry out 

its obligations under this agreement, other than the obligation of City to 

make the payments required under the terms hereof, then if such prty šhaIl 

give notice and full 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 obligation of the party giving such notice, so far as it is 

affected by such "Force Majeure", shall be suspended during the continuance 

of the inability then claimed, but for no longer period, and any such party 

shall endeavor to remove or overcome such inability with all reasonable dis-

patch. The term "Force Majeure" as employed herein, shall mean acts of God, 

strikes, lockouts, or other industrial disturbances, acts of public enemy, 

orders of any kind of the Government of the United States or the State of 

Texas or any civil or military authority, insurrections, riots, epidemics, 

landslides, lightning, earthquake, fires, hurricanes, storms, floods, wash-

outs, droughts, arrests, restraint of government and people, civil disturb-

ances, explosions, breakage or accidents to machinery, pipe lines or canals, 

partial or entire failure of water supply, and inability on part of District 

to deliver water hereunder, or of City to receive water hereunder, on account 

of any other causes not reasonably within the control of the party claiming 

such inability. It is understood and agreed that the settlement of strikes 

and lockouts shall be entirely within the discretion of the party having the 

difficulty, and that the above requirement that any Force Majeure shall 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 to it in the judgment of the party 
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having the difficulty. Force Majeure shall not relieve City of its obliga-

tion to make payments to District as required under Section 6. 

9. INSURANCE. The indenture which will secure the Bonds 

will contain appropriate provisions requiring District to carry insurance on 

its insurable properties for purposes and in amounts which would ordinarily 

be carried by a privately owned utility company under contract to perform 

services similar to those undertaken by District in this Contract. Such pro-

visions will be so designed as to afford protection not only for the holders 

of the Bonds but to assure and facilitate, to the extent feasible and prac-

ticable, the restoration of damaged or destroyed properties and to minimize 

the interruption of service to City and others. 

10. TERM OF CONTRACT. This Contract shall continue in 

force and effect for a period of fifty years from the date of the first ten-

der of delivery by the District of water to City, and for the period of time 

in addition thereto while any of the Bonds are outstanding and unpaid. City 

shall have the right to an extension of the term of this Contract beyond the 

initial fifty year term in like manner and to the extent that District's 

contract with Government may be extended beyond the initial fifty year term. 

11. MODIFICATION. This Contract may be changed or modi-

fied only with the consent of the governing bodies of both District and City. 

Such modification may be requested by either party, in which event a joint 

meeting of such governing bodies shall be held not less than ninety days after 

the giving of such notice, at which joint meeting the requested changes or 

modifications shall be considered and discussed. No such change or modifica-

tion may be made which will affect adversely the prompt payment when due of 

all moneys required to be paid by City under the terms of this Contract and 

no such change shall be effective which would cause a violation of any pro-

vision of the Resulution authorizing or the indenture securing the Bonds. 

12. REGULATORY BODIES. This Contract shall be subject 

to all valid rules, regulations and laws applicable hereto passed or promul-

gated by the United States of America, the State of Texas or any governmental 

body or agency having lawful jurisdiction or any authorized representative 

or agency of any of them. 
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President 

13. NOTICES.  All notices or communications provided for 

herein shall be in writing and shall be either delivered to City or District, 

or if mailed, shall be sent by registered mail, postage prepaid, addressed to 

City at Mesquite, Texas, or until otherwise specified by the District in writ-

ing, to District at Wylie, Texas. 

IN WITNESS WHEREOF, the parties hereto acting under 

authority of their respective governing bodies have caused this Contract to 

be duly executed in several counterparts, each of which shall constitute an 

original, all as of the day and year first written above. 

NO 	XASThMUNIC L WATER DISTRICT 

ATTEST: 

9  
Secre ary 

City Secretary 

CITY OF MESQUITE, TEXAS 

Mayor 

41 
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THE STATE OF TEXAS : 

COUNTY OF COLLTN : 

FEFORE ME the undersigned Notary Public in and for Collin 

County, Texas, on this day personally appeared J. C. Cantrell and C. Hansford 

Ray, known to me to be the persons whose names are subscribed to the fore-

going instrument and known to me to be, respectively, the President and Secre-

tary of the North Texas RUnicipal Water District, and each acknowledged to me 

that he executed said instrument for the purposes and considerations therein 

expressed and in the capacity therein stated and as the act and deed of 

North Texas Municipal Water District, 

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 	 day 

of May, 1954. 

?!2  
otary Public, Collin County, 

Texas 

(SEAL) 

THE STATE OF TEXAS : 

COUNTY OF DALLAS : 

ARFORE ME the undersigned Notary Public in and for Dallas 

County, Texas, on this day personally appeared T. O. Williams and Nbrma Gene 

McGaughy, each known to me to be the person whose nsmp is subscribed to the 

foregoing instrument and each acknowledged to me that he had executed the same 

for the purposes and considerations therein expressed and in the capacity 

therein stated as the act and deed of the City of Mesquite, Texas. 

EXECUTED under my hand and seal of office this the  //  

day of May, 1954. 

-Lew,/  
Notary Public, Dallas County, 

Texas 

(SEAL) 
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TEE STATE OF TEXAS k 
COUNTY OF COLLIN f 

THIS CONTR.ACT (hereinafter called the "Contract") made and 
entered into as of this the 1.2th day of December, 1953, by and between 
North Texas Municipal Water District (hereinafter called "Dis-
tricn a water conservation district, created by Chapter 62 Acts of 
the Regular Session of the 52nd Legislature (hereinafter called 
"Chapter 62) pursuant to Article 16, Section 59 of the Constitution, 
ancl the City of Plano, Texas, a municipal corporation in Collin 
County, Texas, acting under the laws of the State of Texas, (herein-
after called the "City") : 

WITNESSETH: 

WHEREAS, the City owns its water distribution system and its 
water supply facilities; and 

WHEREAS, City is desirous of obtaining a more adequate and 
dependable water supply; and 

WHEREAS, District is acquiring from the United States Govern-
ment (hereinafter called the "Government") the right to store water 
in Lavon Reservoir which has been constructed by the Government on 
the East Fork of the Trinity River in Collin County (hereinafter 
called "Lavon") ; and 

WHEREAS, the Contract between District and Government will 
provide: that District will have the storage rights in 100,000 acre feet 
of storage space in Lavon, for a period of 50 years with the privilege 
of negotiating with the Government for a renewal of such storage 
rights; and 

WHEREAS, District's engineers, taking into consideration the 
rainfall and run-off records of the watershed estimate that the safe 
annual yield of water from the operation of said 100,000 acre feet 
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of storage space will be a minimum of 35,000,000 gallons of water 
per day; and 

WHEREAS, District is contracting to pay Government an annual 
consideration of approximately $53,000.00 per year for a period of 
50 years plus District's agreed share of the expense of maintaining 
and operating Leven, which annual payments will he a continuing 
charge against District's operating expenses; and 

WHEREAS, District is preparing to issue and sell bowie in the 
approximate amount of Nine 31illion ($9,000,000.00) Dollars (wheth-
er issued in an =omit more or less than such figure, together with 
any additional bonds to be issued by District, and refunding bonds 
issued in lieu of such bonds (hereinafter called the "Bende) for the 
purpose of: the acquisition of necessary lands, the erection and con-
struction of purification, pumping and local storage facilities and the 
installation of pipelines, all for the purpose of providing and trans-
mitting treated water for certain cities; which storage space at Lavon, 
intake facilities, pipelines, purification plant, pumps, local storage 
and related facilities will constitute District's water supply system 
(hereinafter called "District's Water Supply System") ; and 

WHEREAS, heretofore District has filed with the State Board of 
Water Engineers of the State of Texas Application No. 1820 for a 
permit, authorizing the appropriation of 60,000 acre feet of water per 
annum from Lavon Reservoir, hereinabove mentioned, and the diver-
sion therefrom by means of gravity and pumping of such water for 
dcanestic, municipal and industrial purposes, including especially the 
right to deliver such water to any or all of certain cities, including 
"City"; and 

WHEREAS under Chapter 842 Acts of the Regular Session of the 
51st Legislature (hereinafter called "ChaPter 342), and pursuant to 
an election held in City on December 5, 1.953 in accordance with Chap-
ter 342, City is authorized to enter into this Contract; and 
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WHEREAS, by the execution of this Contract, the City is surren-
dering none of its right to the ownership and operation of its present 
water supply or its water distribution system, but is expressly assert-
ing its continued right to operate such water supply and distribution 
system; and 

WHEREAS District will have available water in the quantities 
hereinafter contracted to be sold by it to the City; and 

WHEREAS, it is known to both parties that the District will use 
this Contract as the basis for the obtaining of credit through the 
issuance of District's Bonds and as the means for the payment of its 
maintenance and oNrating expenses and payment of the principal of 
and interest on District's Bonds and the establishment and mainte-
nance of reserves for such purposes; and 

WHEREAS, the City recognizes the fact that the District must of 
necessity make sirnilar contracts with one or more additional cities; 

NOW, THEREFORE, in consideration of the rnutual covenants 
and agreements herein contained, District agrees to furnish and City 
agrees to pay for water supply services upon the terms and conditions 
and for the consideration hereinafter set forth, to-wit; 

J. Quantity. Subject only to the provisions of this Section and Sec-
tion 8 hereof, District agrees, during the period of this Contract to 
tender and make available to the City, for its own use and at the 
delivery point as hereinafter specified, treated water in the volume 
required by the City, provided that the maximum rate of delivery of 
such water shall not exceed 2,000,000 gallons per day, and City agrees 
to pay the District for such service in accordance with the provisions 
of Section 6 hereof. 

Should City desire to increase the maximum rate of delivery as 
hereinabove fixed, a formal request stating the desired rate of in-
creased delivery shall be addressed to the Board of Directors of the 
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District and shall then become a matter of negotiation between City 
and District. 

District will use its best efforts to remain in a position to furnish 
water as herein contracted to be soki to City, but its obligations shall 
be limited to the amount of water available in Lavon. 

in the event that it shouki become necessary for District to limit its 
delivery of water to City because of low storage in Lavon, City shall 
be entitled to receive during such period of scarcity its pro rata share 
of water available in the reservoir as determined by the proportion 
which the volume of Lawn water used by it during the last preceding 
calendar year in which rationing was not necessary bears to the total 
voltnne of Lavon water used by all cities served by the District during 
such calendar year. 

2. Quality. District is obligated to treat the water to be delivered 
by District and received by City hereunder so as to meet the standards 
of the State Health Department of the State of Texas. 

3. Point of Delivery. The point for delivery of water to City from 
District's Water Supply System shall be to a ground storage terminal 
to be located by District's engineer. Stich location will be selected with 
due regard to any storage facilities City may own, if in the opinion 
of such engineer such City-owned facilities may be used econornically 
(hereinafter called "Point of Delivery"). 

City agrees to construct, maintain and operate at its own cost and 
expense at such delivery points all equipment and facilities necessary 
to receive and take such water from District's storage terminal or 
from City's storage terminal if it should be used as the terminal, 
which equipment and facilities will be operated by the City in accord-
ance with the terms of this Contract. 

4. Measuring Equipment. District shall furnish, install, operate and 
maintain at its own expense at said delivery points the necessary 
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equipment anti devices of standard type for measuring properly the 
quantity of water delivered nnder this agreement. Such meter or 
meters and other equipment so installed shall remain the property of 
District. City shall have access to such metering equipment at all 
reasonable times, but the reading, calibration, and adjustment thereof 
shall be done only by the employees or agents of the District. For the 
purpose of this agreement the original record or reading of the meter 
or meters shall be the journal or other record book of District in its 
office in which the records of the employees or agents of District who 
take the reading are or may be transcribed. Upon written request of 
City, District will give City a copy of such journal or record hook, or 
permit City to have access to the same in the office of District during 
reasonable business hours. 

Not more than once in each calendar month, on a date as near the 
end of such calendar month as practical, District shall calibrate its 
meters if requested in writing by City to do so, in the presence of a 
representative of City, and the parties shall jointly observe any ad-
justments which are made to the meters in case any adjustments shall 
be necessary, and if the check meters hereinafter provided for have 
been installed, the same shall also be calibrated by City in the presence 
of a representative of District and the parties shall jointly observe any 
adjustment in case any adjustment is necessary. If City shall in writ-
ing request District to calibre te its meters and District shall give City 
notice of the time when any such calibration is to be made and a repre-
sentative of the City is not present at the time set, District may 
proceed with calibration and adjustment in the absence of any repre-
sentative of City. 

If either party at any time observes a variation between the delivery 
meter or meters and the check meter or meters, if any such check 
meter or meters shall be installed, such party will promptly notify the 
other party, and the parties hereto shall then cooperate to procure an 
immediate calibration test and joint observation of any adjustment 
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and the said meter or meters shall then be adjusted to accuracy. Each 
party shall give the other party forty-eight (48) hours notice of the 
tiine of all tests of meters so that the other party may conveniently 
have a representative present. 

If upon any test, the percentage of inaccuracy of any metering 
equipment is found to be in excess of two per cent (2%), registration 
thereof sha)l be corrected for a period extending back to the time when 
such inaccuracy began, if such dine is ascertainable, and if such time 
is not ascertainable, then for a period extending back one-half (1/e ) of 
the time elapsed since the last date of calibration, but in no event 
further back than a period of six (6) months. If for any reason any 
meters are out of service or out of repair so that the amount of water 
delivered cannot be ascertained or computed from the reading thereof, 
the water delivered through the period such meters are out of eervice 
or out of repair shall be estimated and agreed upon by the parties 
hereto upon the basis of the best data available. For such purpose, the 
best data available shall be deemed to be the registration of any check 
meter or meters if the same have been installed and are accurately 
registering. Otherwise, the amount of water delivered during such 
period may be estimated (i) by correcting the error if the percentage 
of the error is aseertainable by calibration tests or mathematical cal-
culation, or (ii) estimating the quantity of delivery by deliveries 
during the preceding periods under similar conditions when the meter 
or meters were registering accurately. 

City may, at its option and its own expense, install and operate a 
check meter to check each meter installed by District, but the measure-
ment of water for the purpose of this agreement shall be solely by 
District's meters, except in the eases hereinabove specifically provided 
to the contrary. All such check meters shall be of standard make and 
shall be subject at all reasonable times to inspection and examination 
by any employee or agent of Distriet, but the reading, calibration and 
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adjustment thereof shall be made only by City, except during any 
period when a check meter may be used under the proviaions hereof 
for measuring the amount of water delivered, in which case the read-
ing, calibration and adjustment thereof shall be made by District with 
like effect as if such check meter or meters had been furnished or 
installed by District. 

F. Unit of Measurement. The unit of measurement for water de-
livered hereunder shall be 1000 gallons of water, U. S. Standard 
Liquid Measure. 

6. Price and Terms. (a) The service to be performed under this 
Contract by District consists of the readiness of the District to deliver 
to City, upon its demand, water in accordance with the provisions of 
Section 1, hereof. 

In return for such service City agrees to compensate District by 
payment of certain minimum annual sums of money, for each of which 
said sums District agrees, if required by City, to deliver all, or so 
much thereof as City may desire, of a certain corresponding volume of 
water as set forth below. The amount of the minimum annual payment 
to be made by City for a given calendar year is determined by multi-
plying eighteen (18¢) cents by the number of thousand gallons of 
water "Allowed for Minimum Paymenr applicable to such year. The 
allowed amounts of water respectively for such minimum payments 
during the first six (6) full calendar years are : 

Fun Calendar 	 Gallons of Water Allowed 
Year of Service 	 for AfiltiM4474 Payment 

1st 	  111,000,000 
2nd 	  116,000,000 
3rd 	 	  122,00,000 
4th 	 128,000,000 
6th . 	 , 136,000,000 
6th 	.  	,,,, 	. 142,00,000 

(For service performed by District prior to the first full calendar year, the mini-
mum monthly payment shall 'be for such fractional portion of the calen(lar year at the 
rate prescribed for the first fun calendar year.) 

49 



TO 

In any one year, water in excess of the volume allowed above for 
that year may be purchased by City from District at a cost of seven 
cents (70) per MO gallons for such excess water, subject however to 
the limitations of Section 1 hereof. 

Payment of the minimum annual service charges lieted above shall 
be made each year by the City to the District in twelve equal monthly 
installments, each of which shall be due and payable on or before the 
lOth day of the month following the service. Payment for water deliv-
ered in any year in excess of the vohnne allowed for the minimum 
annual payment effeetive for that year. shall be m.ade by the City to 
the District at the rate of seven cents (7¢) per 1000 gallons on or 
before the lOth day a January following the end of such year. 

Liability for making payments as herein set forth shall commence 
on the date of the first tender of delivery of water to the City by the 
District at the Point of Delivery. 

The zniniznum annual payments hereinabove listed shall not be 
reduced except as provided hereinafter in sub-section (c) of this 
Settion. 

(b) In the event that City shall fail to make any such monthly pay-
ment or annual payment within the time herein in this section speci-
fied, interest on such amount shall accrue at the rate of Five Per Cent 
(5%) per annum frorn the date such payment becomes due until paid 
in full with interest as herein specified. In the event such payment is 
not made within sixty (50) days from the date such payment becomes 
due District may at its option discontinue delivery of water to the 
City until the amount due District is paid in full with interest as 
herein specified. 

(e) On or before February 10 next following the first six full 
calendar years of tendered water service the Board of Directors of 
District shall analyze finally the sfinanees of District, including the 
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condition of all funds required to be established and maintained under 
the resolution authorizing the issuance of the Bonds or in the inden-
ture securing the Bonds, or in both such instruments. At that time the 
Board shall redetermine the rates to be charged for water and shall 
fix such rates as will provide fully for maintenance and operating 
expenses and for the maintenance of all funds and the performance of 
all covenants prescribed by the resolution authorizing the Bonds and 
the indenture securing the Bonds. Such rates shall remain effective 
throughout the then calendar year. Similar action shall be taken on or 
before February 10 of each year thereafter while any of the Bonds 
or interest thereon are outstanding and unpaid; provided that it shall 
be the duty of the Board at all times to fix, alter and maintain rates 
for service under this Contract and under other contracts for similar 
service which will be sufficient for operation and maintenance of 
District's Water Supply System, to establish and maintain all funds 
which are required under the bond resolution or under the indenture 
securing the Bonds and at all events to prevent any default in the 
payment of interest on or principal of the Bonds, 

(d) After all Bonds and interest thereon are paid the Board of 
Directors of District shall in like rnanner on or before February 10 of 
each year fix rates which shall be applicable for the then current 
calendar year and which shall be sufficient to assure payment of 
rnaintenance and operation expenses of District and to pay for such 
improvements and extensions as may in the opinion of the Board be 
deemed advisable. 

(e) After the close of the Six Year Period District shall send a bill 
to the City monthly showing the amount of water delivered to City 
during the preceding billing month, which bill shall diselose the quan-
tity of water delivered during such month and the charge therefor. 
Such bills shall be rendered to the City on or before the 5th clay after 
the end of such month and each such bill shall be paid by the City on 
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or before the 10th day of the month in which the bill is received. Pro-
vided, however, that the bill for services rendered during the month of 
January next following the close of the Six Year Period and the bill 
for each January thereafter shall be rendered to the City on or before 
February 15 following and shall be paid on or before the 20th day of 
such month. 

7. Special Conditions. (a) District agrees to proceed promptly with 
the construction of the facilities necessary to the performance of its 
obligations hereunder. It is not in position to guarantee the date on 
which it will be able to make the first delivery of water to City. But 
District is making a diligent effort to have its facilities completed to 
Point of Delivery so as to furnish water to the City thirty (30) months 
after the sale and delivery of District's Bonds. District shall not be 
liable to the City for any damages oecasioned by delay in the com-
mencement of such service to City. After water is first tendered for 
delivery to City at Point of Delivery, District shall, subject to other 
terms and conditions of this Contract, continually hold itself ready, 
willing and able to supply water to City to the extent of the maximum 
amount herein contracted to be furnished to City. lAability of the 
District under this covenant shall be subject to the provisions of See-
tion 8 of this Contract. 

(b) Title to all water supplied hereunder shall remain in the Dis-
trict to Point of Delivery, and upon passing through District's meter 
installed at Point of Delivery title to the water shall pass to City. 
Each such party hereto shall agree to save and hold the other party 
harmless from all claims, demands, and causes of action which may be 
asserted by anyone on account of the transportation, delivery and 
disposal of said water while title remains in such party. This covenant 
is not made for the benefit of any third party. 

(c) It is expressly understood and agreed that any obligation on 
the part of the District to complete and operate the said facilities shall 
be conditioned upon the following: 
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(1) The final execution of a contract with Government vesting 
in District the rights to 100,000 acre feet of storage space in 
Lavon; 

(2) The issuance of a Permit by the Board of Water Engineers 
of the State of Texas covering the right to appropriate the water 
to be stored in the 100,000 acre feet of such storage space in Lavon ; 

(3) The execution of contracts with other cities in number and 
producing revenues which in the judgment of District will permit 
the financing and construction and operation of District's Water 
Supply System; 

(4) Sale of Bonds in an amount to assure construction of Dis-
trict's Water Supply System; 

(5) District's ability to obtain all necessary material, labor and 
equipment necessary for completion of District's Water Supply 
System. 

(d) District shall never have the right to demand payment by City 
of any obligation assumed or imposed on it under and by virtue of this 
Contract from funds raised or to be raised by taxation. City's obliga-
tion under this Contract shall never be construed to be a debt of City 
of such kind as to require it under the Constitution and laws of this 
State to levy and collect a tax to discharge such obligation, it being 
expressly understood by the parties hereto that all payments due by the 
City hereunder are to be made from water revenues received by City. 

(e) City represents and covenants that all payments to be made 
hereunder by it shall constitute "Operating Expenses" of its water-
works system as authorized in Chapter 342 and as defined in Article 
111_3 of the Revised Civil Statutes of Texas as amended, and that such 
payinents will constitute operating expenses as to any and all revenue 
bonds of the City which are supported in whole or in part by a pledge 
of the revenues of the City's waterworks system, with the effect that 
the City's obligation to make payments from its water revenues under 
this Contract has priority over its obligation to make payments of the 
principal of and interest on any such bonds which are or Will be 
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supported in whole or in part by a pledge of the Citys waterworks 
system revenues, 

(f) City agrees to fix and collect such rates and eharges for water 
and services to be supplied by its waterworks system as will make 
possible the prompt payment of all expenses of operating and main-
taining its waterworks system including all payments contracted here-
under, and the prompt payment of the principal of and interest on its 
obligations payable from the revenues of its waterworks system. 

8. Force Majeure. In case by reason of "Force Majeure either party 
hereto shall be rendered unable wholly or hi part to carry out its 
obligations under this agreement, other than the obligation of City to 
make the payments required under the terms hereof, then if such party 
shall give notice and full particulars of such "Force Majeure in writ-
ing to the other party within a reasonable time after occurrence of the 
event or cause relied on, the obligation of the party giving such notice, 
so far as it is affected by such "Force Majeure, shall be suspended 
during the continuance of the inability then claimed, but for no longer 
period, and any such party shall endeavor to remove or overcome such 
inability with all reasonable dispatch. The term "Force Majeure as 
employed herein, shall mean acts of God, strikes, lockouts, or other 
industrial disturbances, acts of public enemy, ordera of any kind of 
the Government of the United States or the State of Texas or any civil 
pr military authority, insurrections, riots, epidemics, landslides, 
lightning, earthquake, fires, hurricanes, storms, floods, washouts, 
droughts, arrests, restraint of government and people, civil disturb-
ances, explosions, breakage or accidents to machinery, pipe lines or 
canals, partial or entire faihzre of water supply, and inability on part 
of District to deliver water hereunder, or of City to receive water 
hereunder, on account of any other causes not reasonably within the 
control of the party claiming such inability. It is understood and 
agreed that the settlement of strikes and lockouts shall be entirely 
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within the discretion of the party having the difficulty, and that the 
above requirement that any Force Majeure shall 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 to it in the judgment of the party 
having the difficulty. Force Majeure shall not relieve City of its obli-
gation to make payments to District as required under Section 6, 

9. Insurance. The indenture which will secure the Bonds will con-
tain appropriate provisions requiring District to carry insurance on 
its insurable properties for purposes and in amounts which would 
ordinarily be carried by a privately owned utility company under 
contract to perform services similar to those undertaken by District in 
this Contract. Such provisions will be so designed as to afford protec-
tion not only for the holders of the Bonds but to assure and facilitate, 
to the extent feasible and practicable, the restoration of damaged or 
destroyed properties and to minimize the interruption of service to 
City and others. 

10. Term of Contract. This Contract shall continue in force and 
effect for a period of fifty years from the date of the first tender of 
delivery by the District of water to City, and for the period of time in 
addition thereto while any of the Bonds are outstanding and unpaid. 
City shall have the right to an extension of the term of this Contract 
beyond the initial fifty year term in like manner and to the extent that 
District's contract with Government may be extended beyond the 
initial fifty year term. 

11. Modification. This Contract may be changed or modified only 
with the consent of the governing bodies of both District and city. 
Such modification may be requested by either party, in which event a 
joint meeting of such governing bodies shall be held not less than 
ninety days after the giving of such notice, at which joint meeting the 
requested changes or modifications shall be considered and discussed. 
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No such change or modification may be made which will affect ad-
versely the prompt payment when due of all moneys required to be 
paid by City under the terzns of this Contract and no such change shall 
be effective which would cause a violation of any provision of the 
Resolution authorizing or the indenture securing the Bonds, 

12, Regulatory Bottles. This Contract shall be subject to all valid 
rules, regulations and laws applicable hereto passed or promulgated by 
the United States of America, the State of Texas or any governmental 
body or agency having lawful jurisdiction or any authorized repre-
sentative or agency of any of them. 

13. Notices. Ail notices or communications provided for herein 
shall be in writing and shall be either delivered to City or District, or 
if mailed, shall be sent by registered mail, postage prepaid, addressed 
to City at Plano, Texas, or until otherwise specified by the District 
in writing, to District at Wylie, Texas. 

IN WITNESS WHEREOF, the parties hereto acting under author-
ity of their respective governing bodies have caused this Contract to be 
duly executed in several counterparts, each of which shall constitute 
an original, all as of the day and year first written above, 

NORTE TEXAS MuNICIPAL WATLB DISTRICT 
(Signed) By i. C. CANTagiz 

President 
ATTF.ST:  

C. HANSFORD RAY 
Secretary 

(SEAL) 

CITY OF PLANO, TEXAS 
(Signed) By FEED H. Alms 

Mayor 
ATTEST: 

W. P. YARBROUGH 
City Secretary 

(SEAL) 
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THE STATE OF TEXAS} 
COUNTY OF COLLIN 

BEFORE ME the undersigned Notary Public in and for Collin 
County, Texas, on this day personally appeared J. C. Cantrell and 
C. Hansford Ray, known to me to be the persons whose names are 
subscribed to the foregoing instrument and known to me to be, respec-
tively, the president and secretary of the North Texas Municipal 
Water District, and each acknowledged to me that he executed said 
instrument for the purposes and considerations therein expressed and 
in the capacity therein stated and as the act and deed of North Texas 
Municipal Water District. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 
6th day of May, 1954. 

RUTH E. THURSTON 
Notary Public, Collin 

(SEAL) 
	

County, Texas 

THE STATE OF TEXAS1.  
COUNTY OF COLLIN j 

BEFORE ME the undersigned Notary Public in and for Collin 
County, Texas, on this day personally appeared Fred Miers and W. P. 
Yarbrough, each known to me to be the person whose name is sub-
scribed to the foregoing instrument and each acknowledged to me that 
he had executed the same for the Purposes and considerations therein 
expressed and in the capacity therein stated as the act and deed of 
the City of Plano, Texas. 

EXECUTED under my hand and seal of office this the 7th day of 
May, 1954. 

A. R. SCHELL III 
Notary Public, Collin 

(SEAL) 
	

County, Texas 
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THE STATE CT' TUAS 

COUPT? 	CC,I.LP. 

ThiS ccwnAcT (hereinfter c,311ee, 1;1,e "Contract") Lade and 

entered into Lls o tnis the 	7,::= 	lav of  AP:il 	, 1965 o' 

and between North TOXRS r'unic1y,a1 %;:ter f.istrict (he-oinsft.ir 

called "District"), o 	ponservstion Jistrict, created b- 

Chapter 62 Acts of the Repular 	or the 52hd Le-rtslatu-a 

(hereinnfter called "Cheater 62") oro-nuant tn Artrie 16, !'ection 
Collin and 

59 of the Constitution, ana the Cit.: of -,ichernson,Pallns Ceuolies,  

Texas, (hereinafter called the "City"): 

ET H: 

WHEREAS, the City owns itc aater distribution s7acr; ir 

WHEREAS, the City iî oesi-eus of obtsininr an sdecuate snO 

dependable supelementel water supply; nne 

7!HERA3, by the execution of tnls contract, the ftv fn .•ur- 

renderinr none of its right to the ooner-,hin anti oneratten of its 

Present water system, out is expressl- assertin.- its continvor 

ripht tn operate such present wster svster; and 

1.:1EPEAS, the District has a contrset with the United Sttes 

to utilize che storare spd.ce between devotions 453 feet above 

mean sea level and 472 feet above near. sea level in the Levon Fteser- 

voir; 

WHEREAS, the Con.,:ress of the United States has ahtnorize- the 

modification of the Lavon Reservoir so as to eniar,-e the stel.are 

cenacit:l available to the District; and 

UHEREAS, tna District js in tbe prot.oss cc fi3in-r its aor 

tion with the Texas !later Comiasion 'or s ner-:it which %rill ner,-:t 

an increased annual withdrawal frr-! said reservoir; an1 

WHSWAS, the District will have rvellable water in the ,olentisiel 

hereinafter contracted tc be sold bv it to the Cit-: rt 

Ngo,, THERP4Wib, in considers.tion 	the motual covenants ano 

apreemehts herein contsine.,, :M.otnipt nrrees re :h:rnish enr. ;:ity 

agreeL to nay for water sunnly sezvines upon thc terns and -Aand_jions 

and for the consideration nerean;fter set ',:rtn, 

L. QUANTITY. Suoject enlv tn tt.e provisions of -;11.; sr:ction 

ann Section 8 hereof, District 	 tno ne-i0 

Contract to tender and make available to the fity, for 5tr 	ur- 	
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and at the delivery point ns hereinafter specified, treated water 

in the voiume required by the City. Tne minimum tr-f,unt of w:Iter 

to he purchased annually ond the maximu% rete of delivo.7 shall 

be determined a-,  follows: for the first calendar yea',  Leeinnine 

with the next first dav of January after the first delivery of 

woter to r 
	

the 	•:1ì.L take or nay or 365 million eallons 

of weto Rt the base rate. 	t e ritv 	be entitled to a rloxi:..ult, 

rate of delivery which will be determined in the sa'ne manner as 

the maximum r;.ite of dellverv is determined for member cities. The 

minimum amount of water the City will he required to nurcbase 

shall be readjustec' annually for the ensuinr year and such renount 

shall be determined in the same manner as this amcunt is deter7,inen 

for the nenber cities. The amount to he nurchased durinr the ensu-

ing yenr anell not De less than the tetal amount of water withdrawn 

from the District's system durin” the erevi,ous year nor 365,000,000 

rellons, whichever is greator. The District's oblimation under this 

contract shall be limited to a naximum avere daily nMount of 10.3 

million rallens. 	e City arrees to pay the District for euch ser- 

vice in accordance with the provisions of Section 6 heroor. 

-istrict will use its best efforts to remain Jr t Dosition to 

furnish water as nerein contracted to be sold to City, bat its zb 

pations shall he limited to the amount of water available in havon, 

and shall be subordinate to the riphts of the menher Cities nnd the 

City of Dallas, until the oresent Lavnn neservoir has 'neen enlereed 

and in operation as has been authorized by the Coneress of the Unite(' 

States. 

2.c;TIALITY. District is ohiated to treat the water to be 

delivered t7 Dietrict and received hv City hereundr no s tp Teel, 

the stan,ards of the State 'Eealth Depertnent of the 	Sf Texls. 

3.PnrMT 	DELIVEPY. Tho point of deliver,  shall be in th 

vicinity or the Anpollo Posd and Juriter Hooi Intersection, (here-

inafter called "Point of Delivery"). 

City aFrees to construct, maintain nd oenrate nt its :-,;41 cost 

and expense at surn delivery point ell enulenen,: ac> fac -  
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necessary to receive ann t;ke 5uct water rroe District's line. 

The equipment and 'acilities will be omeraLed by the Cite in 

accordance with the terrs of the Contract. 

4. '4EASURIND EWITTNT. Dintrict rhall furnieh, instell, 

orate and raintain at its own expense at sai0 onliverv ecint the 

necessary equ,nment and devices of standard 	e for measurine 

properly.  the ouantity 	water delfveree under this aereement. 

Such meter or meters and other equirrent so Installed shall remain 

the property of District. Cite shall lInve nceees to sech metering-

equipment at all reasonable times, eut the readieur, calibration, 

and adjustment thereof shall be done only by the employeee or apents 

of the District. vor the purnoee of this ngreement the oririnal 

record or readirw of the neter or reterm snail be the journal or 

other record book of District in its office in dhich the reeords 

of the employees or ee-ents oP District who take the readinm. are or 

may be tranecribed. Upon written renueet of Ci 
	

District will 

Five City a copy of such journal or record. book, or permit Citv 

to have access to the srme in the office of District during: reasen-

able business hours. 

Not more than once in each calerelar month, on a date RS near 

the end of such calendar month Ps practical, Oistrict shall calibrete 

its meters if renuested in writin hr City to r'.o so, in the mresence 

of a representative of City, end the narties shall jointly obeerye 

any adjustments which nre made to the meters in case any adjustments 

shall be necessary, and if check neters have heen installed by City, 

the same shall also be calibrated by City in the presence of a 

representative of District and the nartles shell jointly obnerve 

any adjustment In case any adjustment is neceseary. if City stall 

in writine request District to ealibrate ics meters and fistrict 

shall Five City notice of the tire when any such calibration is to 

be made and a renresentetive or the City is nct nresent nt the tir.o 

set, District nay eroceed with calibrntion and adjustrent in the 

absence of any representative of City. 

If either party nt any time observes s verietion bet;.-een the 

delivery reter or meters ond the check meter or meters, If ane such 

check meter or meters shall he installed, sueh party will meomptly 
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the other party, and the parties her 	 taen crwcrate 

to procure an i-r-ediate calibration test and joirt oi,servst1;.)n 

any adjustment and the said meter or mete s shall then bc 	ctd 

to accuracy. Each party shall 	the other .)art', 	rty-eicht !it! 

hours notice of the time of all tests cf eters o that tre otheT 

ty may conveniently have a cpreventetie present, 

If unon any test, the rercentsfle of inaccuracy cf rv .deterin,  

equipment is found to be in excess of two ner cent (24), recla-

tration thereof' shall be corrected for 3 neriod extrridioF poet( to 

the time when such inaccuracy be- 	such tiTe 	:,..-;eertainab 

and if such time is not ascertainable, then cr a period exterAinm 

back one-half (1/2) of the time elapsed since tbe last dPKe of cali-

bration, but tn no event further back than six (6) nonthr, . I fo-

reason any leters are out of se7v1ee or out of renalr 5o that the 

amount of water delivered cannot be ascertained or covulted fror 

the readinc- thereof, the weter delivered tnrou-da ths period such 

meters are out of' service or out of re:aair shell be estimated ani 

agreedupon by the parties be,eto upon the basis of the best lat.: 

available. For such purpose, the best data available shall b 'teener, 

to he the reFistration of any check meter or veteys ifthe sarla nave 

been installed and are accurately rer71Ster1n. Otherw 	, the arount 

of water delivered durirm such nerled env be estirratee (1) by ror 

rectir.g thn error ir the percentam.e of the error ir ascertainable 

calibration tests or mathematical calculation, rir  (it) e.ctlr.atjnf-, 

the quanity of delivery by deliveries durirv t)re n-ecedin7 rerleds 

under sizailsr conditions when the meter or neters were reTisterinF 

accurately. 

5. UNIT DE MEAWRL,M€NT. The unit of measurePlent for wnter 

delivered hereunder shall be 1000 0.a1lons of grater, U. 	t. arariz.rd 

Liquid Measure. 

C. ?RICE AND TERFL. (e) The service to he rerfornec3 'alder 

this Contract by District consists of the readiness r-1," the District 

to deliver to City, upon its denbnd, aer 4r accordance wit!,  the 

provisions of dection 1, hereof. 
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cturn Cor such service City ph.rees to cor.pensate Diatrict 

y payment of certain nininur Annual au= of ronev, for each o' 

which esta humu D'strtct 	reeo , i 	cuired cv Citv, to Oeltyer all, 

or so much thereof a City vav uesire, of a certain corresponninc- 

volune of 4atcr 	set forth in Section 1 ?bcve. 'ote amoant 0 4  

the nininum manual Pa:ment tP be nLde b CYtv for r. rivrn calendar 

yes Is deternined kr7 Toltiolyin7 the beie rt.to deternined each 

year for the nerher cities 	thc number .;" thousand palons of 

water specified in ection 	ahove a:nplicable to Fuel yer. 

(For such service perrorned h7 District prior to the 'irst 
full calendar year, the minimum nonthly Payment shall be 
for such fractional portion of the calendar year at the 
rate prescribed for the first full calendnr year.) 

1nninq with the firlt deltvery and continuin::. until the 

end of the sixth com;Ilete calendar year thereafter the City shall 

pay at the base rate determined each year for the &ember cities 

with no Pater tt A lesser rnte durinr •iaid oeriod irrespective 

of the snount taken. After the close of the GJX year period the 

CitPs rates for both minimur And excess armpits of water shall be 

the sa:Pe us those for member cities. 

Payment of the Tiniroun annual service charres listed above 

shall be mode each year bv the City to tne District in twelve equnl 

monthly installnents 	3n of which shall be due and oaynble on or 

before the lOth day of the nonth follo4inr the service. 

Llabilitu for maktnp payments 03 berein set forth shall 

commence on the date of he first tender of delivery of water to 

the City by the DistrIct at the f-int o! 

The quantities anu rates oet t in ection 1 and lection 6 

hereof shall be reviewe'i at the and of tbe ftrat full calendar 

year after the first uelivary of vater ond the rate shall be 

redetermined b the hParo of Directors nf the District in tbe 

ser“e manner az it is determined for ':ember cities. 

7. S7F.C.In CONDITTOW.I. (n) District and cit./ cash a-roes tc 

proceed promptly with the construction of the facilties necessary 

to the 	rfornance f its ot)12tions net-euuder 	is not in 

position to -uarantee the date on wnich tt will be able to nal‘e the 

firut tJolivcry of whter to Citv, tut -.13trict s rnkin- dilirept 

effort to have 
	"acilities coggletod tr Foint cf Dellvor7 
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to furninh rater to the Cite bv .elne 1, 1966. District enall - 

be liable to the Cite, for env daeAren occasioned hv delay in the 

commencement of such service tn Cite. After eater 	1ret tenCar 

for delivery to City at Point co 'etl1erere, 	etrict e 11, suNcc 

to oteer terns and conditions of this Contre t continuelle hfl 

itself ready, willing and able o zriy deter to Citv to tie e sent 

of the maximum neount herein ecntrected to be furnished to Cit./, 

or the District under tete cevermnt 	11 be sueeleet to the 

erovistens of Section 6 of thls contract. 

(o) Title to all water supplied hereunder shall remnin tn the 

Diatrict to Point of nelivery, and upon paeelne throuebDiStrict'S meter 

installed at Pcint of Delivery title to the water ehall pens to Cite. 

Each such party hereto shall aeree to meve ano hold thc other eeety 

harmless from all elates, demands, and causes of actien which may 'ee 

asaerted he anyone on eccount 	t e trrnspertetien, e Lieer-  an0 

disposal of said watervbile title reratns in such rarty. ThIn covenant 

!_a not made fcr the benefit or any third pert,r. 

(c) City renreeents and covenante that all peymente to be ar,e 

hereunder by it shall constitute "Operatini xpeIise3 nf ts water-

works syatem as nuthoriZed in Chapter 342 and a- aefineð in Article 

1113 of the Revised Civil Statutes of Texes as ac.ended aod tnet 

such payments will conatitute operating expenses as to env and ell 

revenue bones of the City which Are ounrortee in hoic or in nert by 

pledr:e of the revenues of the City's eaterworks eysten, eith the 

effect tbat the City's oblieation -Le 	pavents frOn Ate water 

revenues under this Contract has prioriter cver iti otlieetien te ente 

paymentn of the principal or Dna intereet nn any euch bonde uhIch ere 

or will be supported in ehole or in tart tv 	pledee cf tee ct,ty's 

waterworks sister. revenues. 

(a) City agreem to fix Rnd cnllece. such rrtee are'crr 	for 

Neter and services to be steep" 
	

b7 if3 ';ltev.:^rka 

make poseible the nronet eRerent or all exrenees of operetta:,  rim 

maintainine ice weterenrks svster includlne n13 rreeeente eontracted 

hereundoe, and the nromnt eeenent o;' tee rrineinal r-  and .te-esi 

en its oolleetieos nayable eoe the reveneoe 2".  . 	Wqt.:n/GrirS c7stEn, 
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PnrCE mAJFTIR17., Tn case ot r.aeor of "t'crce ajeure" either 

party hereto ehall be reeriered uneh'e -holly oe In nert to carry out 

its eblieations under this aereement, otner than the ohlleetion of 

City to rake tile payments _equired under the terns hereof, then if 

such earty Ethan rive notice and furl earticul•:ri er -eich "i-erce 

!iajeure" in :ritine to the other party within e reesenable tine eftee 

occurrence of tne event or cause relied on, the ebliretine o; the 

eartv eivine sunh notice, so far ln it Jel) effeeted by eevh "Force 

-Pejeure", ehall te suseended durine the continuance Ci ehe inebil!t. 

then cleimed, hut for no loneer period, end env suce pr 	shall 

endeavor to remove or overceee sec-e inatility Ilth all reesnnable 

dispatch. "The tern "vorce ìeure as emeloeed herein, shell leean 

acts of PoO:  strikes, lockouts, or other innustrini dleturbencee, 

ects of public enemy, nrders ef any kind or the rinvernment er 

the United Stntee or tne State of Tex:Is er env (AYH or rIlltary 

authority, insurrections, riots, eridemice, landelides, liehteine, 

eartacuaee, fires, hurricanes, ntorms, floods, eashouta, ecueths 

arrests, restraint of eovernment and peonle, civil disturbances, 

expeloaions, breskame or accidents to etachinere, ripe lines 

canals, partial er entire 7'el1ure of eater smelly, and inability en 

nart of ristrict te deliver water hereunder, or f Cite te receive 

water hereunder, on account of any other lauses nnt reeenneble eith- 

in the central of the narte clairine nunh inahilite. Tt le under- 

stood and arreed that the settlement of strikes and locknute shell 

be entirely within the diecretion of the rerte havine the cilrficulty, 

and that the ebcve reeuirement tl'ae nne Poeue Viejeure nball he remedied 

eith all reasonable dispetch nhell not reeu!re the settlement or etril4ce 

end lockouts by accedine to the demende e° the eenoainr rerty or nerties 

wnen such settlemant ir unfeverable to it in the iudrrent o the 

havine, difficulty. Force 71aleure shall not relieve Cteyof its eole- 

gation to make payment:: to ristrict es reeuired under rection G. 

9. TEIrlc ConpACT. This Coatraet shel? nettnee tn foece 

ei.fect tc the year 2006 4.D. with the rtctht to extensien for so 1v11.- 

as the Dietrict has a contract wfth tee leatte.1 f=tates 7evernernt to 

secure water rror the Leven Lae end ceaeeeevir 	te 	nee con- 

structed or :WV hereafter be rodlice, 
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13. 'TDIFICAT1ON. Thi3 Cantre t 	. oho:wed or modified only 

with the consent of the 7overn1.n,. 'oodles 0" both Distrletand Citv. 

Such modification )nav be -equented b either nar , in ghich event 

- joint meetlnf: of such movernin),  boies shall he held not loan than 

ninety days after the rAvino• or such I.otice, at !lich joint ;-eetinc,  

the reluested cham-es or modl'icationn shalt be considered and 

discussed. 4o such change or neaification na‘, Le nade shich 

affect adverselv the aronot payment 4hen due of all noneys rev-mired 

to be paid by City under the terrs of this Contract. 

11. ITIULAT RY BODIES. Thin Contract nhb.11 be sub,lect tn oll 

valid rules, remilations and law:: upplIcoblc hereto passe,' nr 

rated by the United States of America. the ;'tate of Texas or any 

P:ovornmental body or wrencv hav4 or 	,fcl jurisdiction or any author- 

ized representative or urency of an- f them. 

12. NOTICES. All notices or cor:vunicatinnn arovided for herein 

shall be in writinr an0 small on either deliverod to City or District, 

or if mailed, shall be sent b re;-istered o 1, poetnre prepaid, ad-

dressed to City of ilichlrdson, icherdnon, Texas, or until otherwise 

specified by the Cistript In writinr: to ristrict at Wylie, Texas. 

IN TrTNESS 4HEREOP, t%e o,.:rties hereto actinm under authortty 

of their resoective :Toverninv, bodies 	c.rosed this Contract to bc 

duiy executed in ueverH1 countfz,rparts, each or which shall constitute 

an or17inal, all as of the day and ye:ir first written above. 
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lUAL^TT. yeTZ17  TSTIUCT 

C1T7 	tTCW.D: 

ATTEST: 

.7  Secretor' 

PTTEST: 



.17.13:•• 

• 

. ." 

— 

Hor:13ert 	Ryaii 

Kerry 

0,1 

••• 
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ATTACHMENT B 

North Texas Municipal Water District 
Regional Water Supply Facilities 

Amendatory Contract 
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NORTH TEXAS MUNICIPAL WATER DISTRICT 
REGIONAL WATEg SUPPLY FACILITIES AMENDATORY CONTRACT 

THE STATE OF TEXAS 

NORTH TEXAS MUNICIPAL WATER DISTRICT : 

THIS AMENDATORY CONTRACT (the "Contract") made and entered 

into as of the 1st day of AUGUST, 1988 (the "Contract Date"), 

by and between NORTH TEXAS MUNICIPAL WATER DISTRICT (the 

"District"), a conservation and reclamation district and 

political subdivision of the State of Texas, created and 

functioning under Article 16, Section 59, of the Texas Consti-

tution, pursuant to Chapter 62, Acts of the 52nd Legislature, 

Regular Session, 1951, as amended (the "District Act"), and the 

following: 

CITY OF FARMERSVILLE, IN COLLIN COUNTY, TEXAS, 
CITY OF FORNEY, IN KAUFMAN COUNTY, TEXAS, 
CITY OF GARLAND, IN DALLAS COUNTY, TEXAS 
CITY OF McKINNEY, IN COLLIN COUNTY, TEXAS, 
CITY OF MESQUITE, IN DALLAS COUNTY, TEXAS, 
CITY OF PLANO, IN COLLIN AND DENTON COUNTIES, TEXAS, 
CITY OF PRINCETON, IN COLLIN COUNTY, TEXAS, 
CITY OF RICHARDSON, IN DALLAS AND COLLIN COUNTIES, TEXAS, 
CITY OF ROCKWALL, IN ROCKWALL COUNTY, TEXAS, 
CITY OF ROYSE CITY, IN ROCKWALL AND COLLIN COUNTIES, TEXAS, and 
CITY OF WYLIE, IN COLLIN COUNTY, TEXAS 

(collectively the "Initial Contracting Parties"). 

WITNESSETH  

WHEREAS, each of the Initial Contracting Parties is a duly 

incorporated city and political subdivision of the State of 

Texas operating under the Constitution and laws of the State of 

Texas; and 
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WHEREAS, the District and the Initial Contracting Parties 

are authorized to enter into this Contract pursuant to the 

District Act, Vernon's Ann. Tex. Civ. St. Article 4413(32c) 

(the "Interlocal Cooperation Act"), and other applicable laws; 

and 

WHEREAS, the District presently owns water rights in Lavon 

Reservoir on the East Fork of the Trinity River in Collin 

County, Texas, and owns and operates other water supply and 

treatment facilities which serVe the Initial Contracting 

Parties (the "Existing System"); and 

WHEREAS, the District has duly issued and delivered the 

following described bonds (the "Outstanding Bonds") which were 

issued to acquire and construct, and to refund bonds issued to 

acquire and construct, the Existing System: 

North Texas Municipal Water District Water System Revenue 
Bonds, Series 1985, dated August 1, 1985, now outstanding 
in the aggregate principal amount of $78,967,321.45; and 

North Texas Municipal Water District Water System Revenue 
Bonds, Series 1987, dated March 1, 1987, now outstanding 
in the aggregate principal amount of $24,565,000; and 

wHEREAS, the District presently supplies and sells treated 

water from the Existing System to the Initial Contracting 

Parties under eleven separate treated water supply contracts, 

including various amendments thereto, now in effect; and it is 

acknowledged and agreed that the Existing System is inadequate 

to provide known future treated water requirements of the 

Initial Contracting Parties, thus making this Contract 

2 

69 



necessary to enable the District to acquire and construct 

additional treated water supply and treatment facilities and 

make it possible for the District to supply such requirements; 

and 

WHEREAS, the existing treated water supply contracts 

recognize that the District has assumed the responsibility for 

supplying all treated water needs of the Initial Contracting 

Parties; and 

WHEREAS, each of said existing treated water supply 

contracts originally was dated as of December 12, 1953, except 

for the City of Richardson contract originally dated as of 

April 7, 1965, and each is similar in form and substance, and 

such contracts, including all amendments thereto, collectively 

presently provide the principal source and security for the 

payment of the District's Outstanding Bonds; and 

WHEREAS the District proposes to acquire, construct, and 

complete additional surface water supply and treatment facili-

ties from the following additional sources: Lake Texoma on the 

Red River, Cooper Dam and Reservoir in Hopkins and Delta 

Counties, Texas, a proposed new Bonham Dam and Reservoir in 

Fannin County, Texas, and other facilities wherever located to 

enable the District to supply treated water as needed to 

Contracting Parties and others (the "Projects“); and 

WHEREAS, it is deemed necessary and advisable by the 

parties hereto that each of the eleven separate existing 
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treated water supply contracts, and amendments thereto, between 

the District and each Initial Contracting Party be amended and 

completely replaced with this single Contract so that the 

entire relationship between the District and all of the 

Initial Contracting Parties with respect to the System and the 

Bonds (as such terms are hereinafter defined) will be set forth 

in this Contract; and 

WHEREAS, it is specifically represented, certified, and 

covenanted by the District that none of the amendments or 

modifications to the aforesaid existing treated water supply 

contracts with the Initial Contracting Parties which will occur 

as a result of entering into this Contract will in any way have 

an adverse affect on the operation of the System or the rights 

of the owners of any Bonds; and that this Contract will provide 

security for the owners of all Bonds and obligate the Initial 

Contracting Parties to make and assume unconditional specific 

payments with respect to the System and the Bonds; and 

WHEREAS, the provisions of this Contract are similar in 

concept, essence, and intent to the provisions of the aforesaid 

existing treated water supply contracts and basically restate, 

reorganize, and expand same, including certain clarifications 

and updating, and establishing certain billing procedures and 

adjustments between the parties with respect to the use of, and 

payments with respect to, treated water from the System, which 

billing procedures and adjustments are solely between the 
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Initial Contracting Parties and do not affect the unconditional 

obligations of such parties with respect to the System ard 

Bonds; and 

WHEREAS, it is expected by the parties hereto that after 

the execution of this Contract, Bonds for parts of the Projects 

will be issued as soon as deemed advisable and necessary by the 

District. 

NOW, THEREFORE, in consideration of the mutual covenants 

and agreements herein contained, the District agrees to use its 

best efforts to acquire, construct, and complete the Projects 

and other System facilities, when and as the District deems it 

advisable, and to supply treated water to Contracting Parties 

and others from the System, upon and subject to the terms and 

conditions hereinafter set forth, and, subject to the provi-

sions of Section 13(h) and (c) hereof, the District and the 

Initial Contracting Parties agree that each of the eleven 

presently existing treated water supply contracts described 

above between the District and the Initial Contracting Parties 

are hereby amended, modified, combined, and consolidated so as 

henceforth to be in their entirety and for all purposes as 

follows, to-wit: 

Section 1. DEFINITION OF TERMS. The following terms and 

expressions as used in this Contract, unless the context 

clearly shows otherwise, shall have the following meanings: 
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(a) "Additional contracting Party" means any party not 

defined as one of the Initial Contracting Parties with which 

the District makes a contract similar to this Contract for 

supplying treated water from the System, provided that after 

execution of any such contract such party shall become one of 

the Contracting Parties for all purposes of this Contract. 

(b) "Annual Payment" means the amount of money to be paid 

to the District by each of the Contracting Parties during each 

Annual Payment Period as its proportionate share of the Annual 

Requirement. 

(c) "Annual Payment Period" means the District's fiscal 

year, which currently begins on October 1 of each calendar year 

and ends on September 30 of the next following calendar year, 

but which may be any twelve consecutive month period fixed by 

the District; and the first Annual Payment Period under this 

contract shall be the period of October 1, 1988, through 

September 30, 1989. 

(d) "Annual Requirement" means the total amount of money 

required for District to pay all Operation and Maintenance 

Expenses of the System, and to pay the Bond Service Component 

of the Annual Requirement as described in Section 9(a) hereof, 

including debt service on its Bonds, and any sums required to 

pay or restore any amounts required to be deposited in any 

special or reserve funds required to be established and/or 

maintained by the provisions of the Bond Resolutions. 
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(e) "Bond Resolution" means any resolution of the Dis-

trict which authorizes any Bonds. 

(f) "Bonds" means the Outstanding Bonds listed in the 

preamble to this Contract, and all bonds hereafter issued by 

the District, whether in one or more series or issues, and the 

interest thereon, to acquire, construct, complete, improve, 

and/or extend the System or any System facilities, including 

the Projects, and/or otherwise to improve or extend the System, 

and any bonds issued to refund any Bonds or to refund any such 

refunding bonds. 

(g) "Contracting Parties" means the "Initial Contracting 

Parties", as defined in the first paragraph of this Contract, 

together with any other party or parties which hereafter 

becomes one of the Contracting Parties by becoming an Addition-

al Contracting Party. 

(h) "Contracting Party" means any one of the Contracting 

Parties. 

(i) "District" means the "District" as defined in the 

preamble to this Contract. 

(j) "Existing System" means the "Existing System" as 

defined in the preamble to this Contract. 

(k) "MGD" is an abbreviation for "million gallons of 

water per day" and means a quantity of water during a period of 

time expressed for convenience in terms of an average annual 

daily quantity during an Annual Payment Period. The value of 2 
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MGD, for example, is calculated as follows: two million 

gallons multiplied by the number of days in an Annual Payment 

Period. 

(1) "Operation and Maintenance Expenses" means all 

reasonable costs and expenses of operation and maintenance of 

the System, including (for greater certainty but without limit-

ing the generality of the foregoing) repairs and replacements, 

operating personnel, the cost of utilities, the amounts 

required to pay the U.S. Army Corps of Engineers or any other 

federal, state, or local agency for water storage rights or 

other interests in water in any reservoir, or for the purchase 

of water, or for the use or operation of any property or 

facilities, the costs of supervision, engineering, accounting, 

auditing, legal services, insurance premiums, supplies, 

services, administration of the System, and equipment necessary 

for proper operation and maintenance of the System, and 

payments made by District in satisfaction of judgments 

resulting from claims not covered by District's insurance 

arising in connection with the acquisition, construction, 

operation, and maintenance of the System. The term also in-

cludes the charges of the bank or banks acting as paying agents 

and/or registrars for any Bonds. The term does not include 

depreciation. 

(m) "Outstanding Bonds" means the Outstanding Bonds, as 

defined in the preamble to this Contract. 
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(n) "Projects" means the "Projects" as defined in the 

preamble to this Contract. 

(o) "System" means collectively the Existing System and 

the Projects, and all of the District's existing water rights, 

and water.storage, treatment, transportation, distribution, and 

supply facilities, including all dams, reservoirs, and other 

properties or interests therein wherever located, which hereto-

fore have been acquired or constructed with the proceeds from 

the sale of the Outstanding Bonds, or the bonds refunded by 

same, or with any other bonds or other obligations of the 

District payable from and secured by a lien on and pledge of 

any part of the revenues of the System, or with revenues from 

said System, together with all future improvements, enlarge-

ments, extensions, and additions to any of the foregoing, and 

all future new facilities and/or water rights, which are 

acquired or constructed with the proceeds from the sale of any 

Bonds or revenues from the System, and any water supply or 

treatment facilities which are deliberately and specifically, 

at the option of the District, made a part of the system by 

resolution of the Board of Directors of the District, and all 

repairs to or replacements of the System. Said terms do not 

include any District facilities which provide wastewater 

treatment or disposal services, or solid waste disposal servic-

es, of any kind. Said terms do not include any facilities 

acquired or constructed by the District with the proceeds from 
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the issuance of "Special Facilities Bonds", which are hereby 

defined as being revenue obligations of the District which are 

not issued as Bonds (as hereinbefore defined), and which are 

payable from any source, contract, or revenues whatsoever other 

than revenues from the System. 

(p) "treated water" means potable water treated to the 

standards of quality specified in Section 5 of this Contract. 

Such term does not include non-potable water such as wastewater 

or other non-potable water derived, treated, or produced from 

any source by any Contracting Party. 

(q) "Water Year" means the period of August 1 of each 

calendar year through July 31 of the next following calendar 

year. 

Section 2. CONSTRUCTION OF PROJECTS. The District agrees 

to use its best efforts to issue its Bonds, payable from Annual 

Payments under this Contract, to acquire and construct the 

Projects and other System facilities when and as needed, as 

determined by the District, to supply treated water to all 

Contracting Parties. It is anticipated that such acquisition 

and construction will be in phases and that each phase will be 

financed by the District through the issuance of one or more 

series or issues of its Bonds; and the District agrees to use 

its best efforts to issue its Bonds for such purpose. Bonds 

also may, at the discretion of the District, be issued to 

refund any Bonds, and be issued to improve and/or extend 
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any System facilities. The proceeds from the sale and delivery 

of the Bonds may be used to fund debt service reserve funds or 

contingency funds and interest during construction to the 

extent deemed advisable by the District, and for the payment of 

all of the District's expenses and costs in connection with any 

Projects or other System facilities and the Bonds, including, 

without limitation, all financing, legal, printing, and other 

expenses and costs related to the Bonds and the Projects and 

other System facilities. 

Section 3. QUANTITY. (a) The District agrees to sell 

and to deliver treated water under this Contract to each 

Initial Contracting Party, respectively, at its Point or Points 

of Delivery as described in Section 6 hereof, and each Initial 

Contracting Party agrees to take at its Point or Points of 

Delivery all treated water required for use by such Initial 

Contracting Party during the term of this Contract, including 

all treated water for such Initial Contracting Party's own use 

and for distribution to all customers served by such Initial 

Contracting Party's treated water distribution system, whether 

inside or outside its boundaries. It is specifically provided, 

however, that after the Contract Date, no Contracting Party 

shall enter into, renew, or amend with regard to volume of 

water to be supplied, any agreement to supply any such treated 

water for use outside its boundaries or the area of its statu-

tory extraterritorial jurisdiction unless each such agreement 
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is approved by the Board of Directors of the District (which 

approval shall not be unreasonably withheld) and made subject 

and subordinate in all respects to the water requirements of 

all of the Contracting Parties collectively. No Contracting 

Party shall become a party to any contract for the sale of 

treated water which would violate or be inconsistent with the 

provisions of this Contract, and all such contracts shall 

recognize the priority of treated water use as provided in this 

Contract. It is the intention of the parties hereto that the 

System shall be the sole and exclusive source of all treated 

water supply for each of the Contracting Parties. However, 

notwithstanding the foregoing provisions of this subsection 

(a), if, after the Contract Date, any Contracting Party should 

legally and finally annex or consolidate with any territory 

which has a source of treated water supply other than from such 

Contracting Party, then the District and such Contracting Party 

are authorized to, and may, negotiate and enter into agreements 

which would allow the continued use of such other source within 

such annexed territory upon such terms and conditions as are 

mutually agreeable to the District and such Contracting Party, 

and as an exception to the foregoing requirements with respect 

to exclusivity. The District will use its best efforts to 

furnish and remain in position to furnish treated water suffi-

cient for all reasonable treated water requirements of each 

contracting Party, but its obligation shall be limited to the 
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amount of treated water available to it from the System; and 

provided that the maximum rate of delivery shall be consistent 

with the capacities and abilities of System facilities, and 

shall not exceed the amounts fixed on an equitable and uniform 

basis by the Board of Directors of the District. The District 

agrees to use its best efforts to issue its Bonds in amounts 

necessary to acquire, construct, maintain, improve, and extend 

the entire System, including the Projects and other System 

facilities, so as to enable the District to furnish such 

treated water. As between the Contracting Parties, if treated 

water from the System must be rationed such rationing shall, 

within the limits permitted by law, be done by the District on 

the basis of the relative actual total amount of all treated 

water from the entire System taken by each such Contracting 

Party, respectively, during the last preceding Annual Paynent 

Period in which rationing among said parties was not necessary. 

(b) If the District is at any time during the term of 

this Contract unable to supply all the treated water require-

ments of the Contracting Parties for any reason, or if it 

should become apparent that the District will become unable to 

supply the Contracting Parties with their water requirements, 

and any Contracting Party determines that it is necessary to 

procure treated water from sources other than the District, 

then such Contracting Party shall give written notice to the 

District of its intention and desire to procure treated water 
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from sources other than the District, and its reasons therefor. 

Unless, within sixty (60) days from the receipt by the District 

of such written notice, the District shall object to such 

procurement (such objection to be evidenced by a resolution 

adopted by a vote of a majority of all members of the Dis-

trict's Board of Directors), then such Contracting Party may 

proceed to procure such treated water from other sources at its 

sole cost, and without any liability for damages accruing in 

favor of or against the District by reason thereof. However, 

such Contracting Party shall nevertheless continue to be ' 

obligated to take from the District and pay for all treated 

water at any time available to such Contracting Party from the 

District's System up to the full treated water requirements of 

such Contracting Party. In no event shall the taking of 

treated water from a source other than the District relieve any 

Contracting Party from making all payments due the District 

under this Contract. Further, all Contracting Parties shall at 

all times have the right to secure treated water from any 

possible source (i) in any emergency when the District is 

unable to deliver treated water from the System because of any 

"Force Majeure" as defined in this Contract, or (ii) in any 

other emergency situation, as determined by a contracting Party 

for a period not to exceed thirty days, or for any longer 

period approved in writing by the District. Notwithstanding 

the foregoing provisions of this Contract, any Contracting 
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Party also may purchase treated water from a source other than 

the System, if the District determines that such purchase is in 

the best interests of the District and the Contracting Parties 

and gives written approval to such purchase; and in such case, 

for the purposes of this Contract, the District shall be deemed 

to be the constructive purchaser of such water and such water 

shall be deemed to be System water, and the District shall 

either pay for said water on behalf of such Contracting Party 

or reimburse such Contracting Party for the cost of such water, 

and such Contracting Party shall pay the District for such 

water the same as if it were regular System water, 

Section 4. OTHER CONTRACTS. (a) The District reserves 

the right to supply treated water from the System to Additional 

Contracting Parties under contracts similar to this Contract, 

subject to the requirements concerning "minimums" as provided 

in Section 9(c) hereof. Each contract with any Additional Con-

tracting Party shall comply with the requirements of this 

Contract, shall substantially restate the essential provisions 

of this Contract, and shall be structured to be similar hereto 

to the fullest extent applicable and practicable, with such 

additions or changes as are necessary to meet the actual 

circumstances, with the effect that each Additional Contracting 

Party will in effect adopt the provisions of this Contract, as 

supplemented and necessarily changed by its contract. 
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(b) It is recognized and agreed that the District now has 

many System water supply contracts with entities other than the 

Initial Contracting Parties, which contracts will remain in 

full force and effect, in accordance with their terms and 

provisions, after the Contract Date. The District shall 

enforce the aforesaid existing water supply contracts during 

the entire terms thereof, unless any such contract is replaced 

by a contract with an Additional Contracting Party hereunder. 

Upon the expiration of each such contract with any party the 

District thereafter may sell water to such party only on the 

basis that it is a new customer with respect to System water. 

(c) It is further recognized and agreed that in the 

future the District may sell any water from the System to 

parties which are not Additional Contracting Parties, provided 

that all such future sales of water from the System to parties 

which are not Additional Contracting Parties shall, within the 

limits permitted by law, in all respects be subordinate to the 

prior rights of the Contracting Parties to water from the 

System, and all such sales and contracts relating thereto shall 

recognize, and be made subordinate to, such prior rights. 

(d) It is recognized and agreed that concurrently with 

the execution of this Contract the District and the City of 

Garland will execute a separate agreement with respect to raw 

industrial water to be taken directly by Garland from Lavon 

Reservoir for use as cooling water for its steam electric 
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generating plant. Such agreement will substantially restate 

and completely replace the rights and obligations of the 

parties with respect to raw industrial water from Lavon Reser-

voir under the presently existing additions and modifications 

dated November 6, 1964, and August 7, 1973, respectively, to 

the original treated water contract dated December 12, 1953, 

between the District and Garland. After the execution of said 

separate agreement, it will constitute the sole agreement 

between said parties with respect to raw industrial water in 

Lavon Reservoir, and this Contract will constitute the sole 

agreement between said parties with respect to treated water 

from the System. 

Section 5. QUALITY. The water to be delivered by the 

District and received by each Contracting Party shall be 

treated water from the System. Each Initial Contracting Party 

has satisfied itself that such water will be suitable for its 

needs, but the District is obligated to treat such water so as 

to meet the standards of all State and Federal agencies having 

jurisdiction over water quality. The District and the Con-

tracting Parties shall cooperate, each within its legal powers, 

in preventing, to the extent practicable, the pollution and 

contamination of the reservoirs and watersheds from which 

System water is obtained. 

Section 6. POINTS OF DELIVERY. The Point or Points of 

Delivery for each Initial Contracting Party shall be the Point 
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or Points of Delivery applicable to it under its present 

treated water supply contract with the District, or at any 

other Point or Points of Delivery mutually agreed upon between 

the District and such Initial Contracting Party. Each Con-

tracting Party shall construct, maintain, and operate, at its 

own cost and expense, all facilities and equipment necessary to 

receive and take all treated water delivered to it under this 

Contract. 

Section 7. MEASURING EQUIPMENT. 

(a) District shall furnish, install, operate, and main-

tain at its own expense at each Point of Delivery of each 

Contracting Party the necessary equipment and devices of 

standard type for measuring properly the quantity of treated 

water delivered under this agreement. Such meter or meters and 

other equipment so installed shall remain the property of 

District. Each Contracting Party shall have access to such 

metering equipment,at all reasonable times, but the reading, 

calibration, and adjustment thereof shall be done only by the 

employees or agents of the District. For the purpose of this 

agreement the original record or reading of the meter or meters 

shall be the journal or other record book of District in its 

office in which the records of the employees or agents of 

District who take the reading are or may be transcribed. Upon 

written request of any Contracting Party, District will send it 

a copy of such journal or record book, or permit it to have 
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access to the same in the office of District during reasonable 

business hours. 

Not more than once in each calendar month, on a date as 

near the end of such calendar month as practical, District 

shall calibrate its meters if requested in writing by a Con-

tracting Party to do so, in the presence of a representative of 

the Contracting Party, and the parties shall jointly observe 

any adjustments which are made to the meters in case any 

adjustments shall be necessary, and if the check meters herein-

after provided for have been installed, the same shall also be 

calibrated by Contracting Party in the presence of a represen-

tative of District and the parties shall jointly observe any 

adjustment in case any adjustment is necessary. If any Con-

tracting Party shall in writing request District to calibrate 

its meters and District shall give the Contracting Party notice 

of the time when any such calibration is to be made and a 

representative of the Contracting Party is not present at the 

time set, District may proceed with calibration and adjustment 

in the absence of any representative of the Contracting Party. 

If a Contracting Party or the District at any time ob-

serves a variation between the delivery meter or meters and the 

check meter or meters at that Contracting Party's Point or 

Points of Delivery, if any such check meter or meters shall be 

installed, such party will promptly notify the other party, and 

the District and such Contracting Party shall then cooperate to 
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procure an immediate calibration test and joint observation of 

any adjustment and the same meter or meters shall then be 

adjusted to accuracy. The party performing the test shall give 

the other party forty-eight (48) hours/ notice of the time of 

all tests of meters so that the other party may conveniently 

have a representative present. 

If upon any test, the percentage of inaccuracy of any 

metering equipment is found to be in excess of two per cent 

(2%), registration thereof shall be corrected for a period 

extending back to the time when such inaccuracy began, if such 

time is ascertainable, and if such time is not ascertainable, 

then for a period extending back one-half (%) of the time 

elapsed since the last date of calibration, but in no event 

further back than a period of six (6) months. If for any 

reason any meters are out of repair so that the amount of water 

delivered to a Contracting Party cannot be ascertained or 

computed from the reading thereof, the water delivered through 

the period such meters are out of service or out of repair 

shall be estimated and agreed upon by the District and such 

contracting Party upon the basis of the hest data available. 

For such purpose, the best data available shall be deened to be 

the registration of any check meter or meters if the same have 

been installed and are accurately registering. Otherwise, the 

amount of water delivered during such period may be estimated 

(i) by correcting the error if the percentage of the error is 
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ascertainable by calibration tests or mathematical calculation, 

or (ii) estimating the quantity of delivery by deliveries 

during the preceding periods under similar conditions when the 

meter or meters were registering accurately. 

Any Contracting Party may, at its option and its own 

expense, install and operate a check meter to check each meter 

installed by District, but the measurement of water for the 

purpose of this agreement shall be solely by District*s meters, 

except in the cases hereinabove specifically provided to the 

contrary. All such check meters shall be of standard make and 

shall be subject at all reasonable times to inspection and 

examination by any employee or agent of District, but the 

reading, calibration and adjustment thereof shall be made only 

by the Contracting Party, except during any period when a check 

meter may be used under the provisions hereof for measuring the 

amount of water delivered, in which case the reading, calibra-

tion, and adjustment thereof shall be made by District with 

like effect as if such check meter or meters had been furnished 

or installed by District. 

Section B. UNIT OF MEASUREMENT. The unit of measurement 

for treated water delivered under this Contract shall be 1,000 

gallons of water, U.S. Standard Liquid Measure. 

Section 9. PRICES AND TERMS; PAYMENTS BY CONTRACTING 

PARTIES. (a) Annual Requirement and Proportionate Payment. 
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It is acknowledged and agreed that payments to be made under 

this Contract and any similar contracts with Additional Con-

tracting Parties will be the primary source available to the 

District to provide the Annual Requirement, and that, in 

compliance with the District's duty to fix and from time to 

time revise the rates of compensation or charges for water sold 

and services rendered and made available by the District, the 

Annual Requirement will change from time to time, and that each 

such Annual Requirement shall be allocated among the Contract-

ing Parties as hereinafter provided, and that the Annual 

Requirement for each Annual Payment Period shall at all times 

be not less than an amount sufficient to pay or provide for the 

payment of: 

(A) An "Operation and Maintenance Component" equal 

to the amount paid or payable for all Operation 

and Maintenance Expenses of the System; and 

(B) A "Bond Service Component" equal to: 

(1) the principal of, redemption premium, if 

any, and interest on, its Bonds, as such 

principal, redemption premium, if any, 

and interest become due, less interest to 

be paid out of Bond proceeds or from other 

sources if permitted by any Bond Resolution, 

and all amounts required to redeem any Bonds 

prior to maturity when and as provided in 
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any Bond Resolution; and 

(2) the proportionate amount of any special, 

reserve, or contingency funds required to be 

accumulated and maintained by the provisions of 

any Bond Resolution; and 

(3) any amount in addition thereto sufficient 

to restore any deficiency in any of such 

funds required to be accumulated and 

maintained by the provisions of any Bond Reso-

lution. 

It is agreed that for the treated water supply to be provided 

to Contracting Parties under this Contract and similar con-

tracts, each of the Contracting Parties shall pay, at the tine 

and in the manner hereinafter provided, its proportionate share 

of the Annual Requirement, which shall be determined as hereaf-

ter described and shal/ constitute a Contracting Party's Annual 

Payment. Each of the Contracting Parties shall pay its propor-

tionate share of the Annual Requirement for each Annual 

Payment Period directly to the District, in approximately equal 

monthly installments, or before the 10th day of each month. 

(b) Calculation of Proportionate PaVments: Rates. For 

each Annual Payment Period each Contracting Party's proportion-

ate share of the Annual Requirement shall be a percentage 

obtained by dividing the minimum amount specified and calculat-

ed for it for such period, in accordance with sub-section (c) 
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of this Section 9, by the aggregate minimum amounts specified 

and calculated for all Contracting Parties for such period in 

accordance with said sub-section (c). Thus the base "rate" per 

1,000 gallons of treated water which each Contracting Party 

must pay for treated water during any Annual Payment Period may 

be calculated and expressed by dividing the dollar amount of 

such Contracting Party's proportionate share of the Annual 

Requirement by the number of 1,000 gallons contained within its 

specified minimum amount for such Annual Payment Period. All 

such payments for each Annual Payment Period shall be made in 

accordance with a schedule of payments for the appropriate 

Annual Payment Period which will be supplied to each of the 

Contracting Parties by the District. 

(c) Minimurs.  For the purpose of calculating the minimum 

amount of each Annual Requirement for which each Initial 

Contracting Party is unconditionally liable, without offset or 

deduction (also see Section 10(g)), each Initial Contracting 

Party, during each Annual Payment Period, shall be deemed to 

have taken and used the minimum annual average daily amount of 

System treated water (regardless of whether or not such amount 

is or was actually taken or used) specified for such Initial 

Contracting Party as follows: 

for each of the Initial contracting Parties, respectively, 

a minimum amount, expressed in MGD, during each Annual 

Payment Period, equal to the greater  of: 
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(1) .898 MGD for the City of Farmersville 

1.159 MGD for the City of Forney 

32.476 MGD for the City of Garland 

4.433 MGD for the City of McKinney 

15.806 MGD for the City of Mesquite 

28.688 MGD for the City of Plano 

.634 MGD for the City of Princeton 

19.760 MGD for the City of Richardson 

2.633 MGD for the City of Rockwall 

.523 MGD for the City of Royse City 

1.186 MGD for the City of Wylie, ar 

(2) the maximum number of MGD actually taken from 

the System by such Initial Contracting Party 

during any previous Water Year (as hereinbefore 

defined) during the term of this Contract; it 

being agreed and understood that any use of 

System water in any Water Year by any Initial 

Contracting Party in excess of (i) the minimum 

amount specified for it in clause (1), above, or 

(ii) as determined in accordance with this 

clause (2), will establish a new minimum amount 

to be effective for the next following Annual 

Payment Period and thereafter until any pre-

viously increased minimum amount is further 
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exceeded in any subsequent Water Year, with each 

such increase in minimums to be effective for 

the next following Annual Payment Period and 

thereafter until further increased in accordance 

with this clause (2) . 

Notwithstanding the foregoing provisions of this sub-

section (c), if any portion of an Initial Contracting Party's 

minimum amount is attributable to treated water sold or deliv-

ered to an entity outside of its boundaries, pursuant to a 

treated water supply contract, and (i) if such entity should 

become an Additional Contracting Party and such treated water 

supply contract be terminated, or (ii) if such treated water 

supply contract with such Initial Contracting Party otherwise 

should be terminated and in lieu thereof such entity should 

enter into a treated water supply contract with the District as 

permitted in Section 4 hereof, then such Initial Contracting 

Party's minimum amount for the next Annual Payment Period and 

thereafter shall be reduced by the maximum MGD previously taken 

by said entity from such Initial Contracting Party during any 

previous Water Year pursuant to such terminated treated water 

supply contract with such Initial Contracting Party. 

All contracts with Additional Contracting Parties shall 

provide for equitable minimums similar to those provided for 

above. Such minimums shall be fixed in amounts at least 

sufficient, as determined by the District, to assure an initial 
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Annual Payment by each Additional contracting Party for not 

less than the amount of its estimated use of treated water 

during the first year of service under such contract. 

(d) Excess Water Charges. It is further agreed that, in 

addition to the amounts required to be paid by Contracting 

Parties pursuant to sub-sections (a), (b), (c), and (e) of this 

Section 9, if any Contracting Party during any Water Year uses 

System treated water in excess of the minimum amount applicable 

to it for the Annual Payment Period which commenced during such 

Water Year, then such Contracting Party shall pay an "Excess 

Water Charge" equal to that part of the Operation and Mainte-

nance Expenses (electric power, chemicals, and other similar 

costs) directly attributable to supplying such excess treated 

water to such Contracting Party, all as determined by the 

District. Such Excess Water Charge shall be billed by the 

District to such Contracting Party as soon as practicable after 

the end of such Water Year and shall be paid to the District as 

soon as practicable thereafter, and in all events prior to the 

beginning of the next Annual Payment Period. Such Excess Water 

Charges shall be credited to and be esed for paying part of the 

Operation and Maintenance Expenses for the then current Annual 

Payment Period and reduce to the extent of such credits the 

amounts which otherwise would be payable by the Contracting 

Parties during such then current Annual Payment Period. 
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(e) Redetermination of Annual Requirement.  Each Con-

tracting Party's share of the Annual Requirement shall be 

redetermined, after consultation with each of the Contracting 

Parties, at any time during any Annual Payment Period, to the 

extent deemed necessary or advisable by the District, if: 

(i) The District commences supplying System treated 

water to an Additional Contracting Party or Parties; 

(ii) Unusual, extraordinary, or unexpected expendi-

tures for Operation and Maintenance Expenses are 

required which are not provided for in the Dis-

trict's Annual Budget for the System or in any 

Bond Resolution; 

(iii) Operation and Maintenance Expenses are substan-

tially less than estimated; 

(iv) The District issues Bonds which require an in-

crease in the Bond Service Component of the 

Annual Payment; or 

(v) The District receives either significantly more 

or significantly less revenues or other amounts 

than those anticipated. 

(f) Other Revenues. During each Annual Payment Period 

the revenues derived from sales of System water, other than 

sales of treated water to Contracting Parties, shall be credit-

ed to and be used for paying part of the Annual Requirement in 

the manner determined by the District, with the result that 
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such credits shall reduce, to the extent of such credits, the 

amounts which otherwise would be payable by the Contracting 

Parties pursuant to the methods prescribed in sub-sections (a) 

(b), (c), and (e), above. The District shall estimate all such 

credits which it expects to make during each Annual Payment 

Period in calculating each Annual Payment. 

(g) Annual Budget. On or before the first day of the 

fourth calendar month prior to the beginning of each Annual 

Payment Period hereafter the District shall furnish each 

Contracting Party with a tentative or preliminary estimated 

schedule of the monthly payments to be made by such party to 

the District for the ensuing Annual Payment Period. On or 

before the first day of the second calendar month prior to the 

beginning of each Annual Payment Period hereafter the District 

shall furnish each Contracting Party with an updated estimated 

schedule of the monthly payments to be made by such Party to 

the District for the next ensuing Annual Payment Period. Prior 

to the first day of each Annual Payment Period hereafter the 

District shall furnish each Contracting Party with a final 

estimated schedule of the monthly payments to be made by such 

Party to the District for the next ensuing Annual Payment 

Period, together with the supporting budgetary data showing the 

basis for arriving at such schedule. Any surplus budgeted 

funds remaining on hand at the end of any Annual Payment Period 

shall be used during the following Annual Payment Period and 
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reduce in the manner determined by the District, to the extent 

of any such surplus funds, the amounts which otherwise would be 

payable by the Contracting Parties under sub-sections (a), (b), 

(c), and (e), above. Each Contracting Party hereby agrees that 

it will make such payments to the District on or before the 

10th day of each month of such Annual Payment Period. If any 

Contracting Party at any time disputes the amount to be paid by 

it to the District, such complaining party shall nevertheless 

promptly make such payment or payments, but if it is subse-

quently determined by agreement or court decision that such 

disputed payments made by such complaining party should have 

been less, or more, the District shall promptly revise and 

reallocate the charges among all Contracting Parties in such 

manner that such complaining party will recover its overpayment 

or the District will recover the amount due it. 

(h) Delinquencies. All amounts due and owing to the 

District by each Contracting Party or due and owing to any 

Contracting Party by the District shall, if not paid when due, 

bear interest at the rate of ten (10) percent per annum from 

the date when due until paid. The District shall, to the 

extent permitted by law, suspend delivery of water from the 

System to any Contracting Party which remains delinquent in any 

payments due hereunder for a period of sixty days, and shall 

not resume delivery of water while such Contracting Party is so 

delinquent. It is further provided and agreed that if any 
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Contracting Party should remain delinquent in any payments due 

hereunder for a period of one hundred twenty days, and if such 

delinquency continues during any period thereafter, such 

Contracting Party's minimum amount of MGD as described in 

sub-section (c), above, shall be deemed to have been zero MGD 

during all periods of such delinquency, for the purpose of 

calculating and redetermining the percentage of each Annual 

Payment to be paid by the non-delinquent Contracting Parties. 

However, the District shall promptly pursue all legal remedies 

against any such delinquent Contracting Party to enforce and 

protect the rights of the District, the other Contracting 

Parties, and the owners of the Bonds, and such delinquent 

Contracting Party shall not be relieved of the liability to the 

District for the payment of all amounts which would have been 

due hereunder, in the absence of the next preceding sentence. 

It is understood that the foregoing provisions are for the 

benefit of the owners of the Bonds so as to insure that all of 

each Annual Requirement will be paid by the non-delinquent 

Contracting Parties during each Annual Payment Period regard-

less of the delinquency of a Contracting Party. If any amount 

due and owing by any Contracting Party to the District is 

placed with an attorney for collection, such Contracting Party 

shall pay to the District all attorneys fees, in addition to 

all other payments provided for herein, including interest. 
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(i) Updated Schedules of Payment. If, during any Annual 

Payment Period, any Contracting Party's Annual Payment is 

redetermined as provided in this Section, the District will 

promptly furnish such Contracting Party with an updated sched-

ule of monthly payments reflecting such redetermination. 

Section 10. SPECIAL CONDITIONS AND PROVISIONS. (a) 

Operation and Maintenance of System. The District win contin-

uously operate and maintain the System in an efficient manner 

and in accordance with good business and engineering practices, 

and at reasonable cost and expense. By executing this Contract 

the Initial Contracting Parties waive any and all claims, as 

against each other, to any preferential right or entitlement to 

the capacity or use of specific water sources of the District. 

The District recognizes its right and duty to operate the 

various facilities of the System in the most prudent and 

economical manner for the benefit of all the Contracting 

Parties. The District shall exercise loyalty, good faith, and 

fair dealing relating to all System activities undertaken by 

the District as between the District and the Contracting 

Parties. 

(b) Permits. Financing, and Applicable Laws, It is 

understood that any obligations on the part of the District to 

acquire, construct, and complete the Projects and other System 

facilities and to provide treated water from the Projects and 

other System facilities to the Contracting Parties shall be (i) 

conditioned upon the District's ability to obtain all necessary 
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