Buddy Garcia, Chairman

Larry R. Soward, Commissioner
Bryan W. Shaw, Ph.D., Commissioner
Glenn Shankle, Execufive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texas by Reducing and Preventing Pollution
February 27, 2008

Mr. Mark H. Zeppa

Law Offices of Mark H. Zepps, PC

4833 Spicewood Springs Road, Suite 202
Austin, Texas 78759

RE: TCEQ Docket No. 2006-1431-UCR, SOAH Docket No. 582-07-0804, Application from
Algonquin Water Resources of Texas, LLC, to Purchase and Transfer & Portion of Certificate of
Convenience and Necessity(CCN) No. 11072 from Silverleaf Resorts, Inc., and to Obtain Water
CCN No. 13131 in , Comal, Montgomery, Smith and Wood Counties: Application No. 35017-8

TCEQ Docket No. 2006-1431-UCR, SOAH Docket No. 582-07-0804, Application from
Algonquin Water Resources of Texas, LLC, to Purchase and Transfer CCN No. 20815 from
Silverleaf Resorts, Inc., in Comal, Montgomery, Smith and Wood Counties; Application No.
35018-S ;

CN: 602882839; RN: 104709811 (water) RN: 104729637 (sewer)
Dear Mr. Zeppa:
Enclosed are the following documents issued by the Commission in the above referenced applications:

o certified copy of the order
e certified copies of the maps
e copy of the CCNs

This action is taken under authority delegated by the Executive Director of the Texas Commission on
Environmental Quality.

You are now authorized to provide utility service in accordance with your approved tariff and the rules
and regulations of the Commission. Your last step is to file a certified copy of the CCN map along with a
written description of the CCN service area in the county clerk’s office pursuant to Texas Water Code,
Chapter 13.257 (r) and (s).

If you have any questions, please contact Ms. Elizabeth Flores by phone at 512/239-6846, by fax at
512/239-6972, by email at eflores@tceq.state.tx.us, or ‘if by comrespondence, include MC 153 in the
letterhead address.

Sincerely,
WA
Todd Chenoweth, Director
‘Water Supply Division
TC/EF/al

Enclosures
P.O.Box 13087 ® Austin, Texas 78711-3087 ® 512-239-1000 © Internet address: www.tceq.state.bxus

printed on recycled paper using sey-based ink
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SOAH DOCKET NO. 582-07-08

TCEQ DOCKET NO. 2006-1431-U Castanuela, Chisf Cla’k
Texas Commissien on Environmenta] Ciuality

APPLICATIONS BY ALGONQUIN WATER §
RESOURCES OF TEXAS, LLC, TO § BEFORE THE TEXAS COMMISSION
PURCHASE AND TRANSFER A PORTION  §
OF CERTFICIATE OF CONVENIENCE §
AND NECESSITY (CCN) NO. 11072 FROM  §
SILVERLEAF RESORTS, INC, AND §
OBTAIN WATER CCN NO. 13131 IN § ON
§
§
g
§
§

COMAL, MONTGOMERY, SMITH AND
WOOD COUNTIES; AND TO PURCHASE
AND TRANSFER ALL OF CCN NO. 20815
FROM SILVERLEAF RESORTS, INC. IN
COMAL, MONTGOMERY, SMITH AND
WOOD COUNTIES; APPLICATIONS NOS.
35017-8; 35018-S

ENVIRONMENTAL QUALITY

ORDER

An application by Algonquin Water Resources of Texas, LLC (Algonquin), was
presented to the Executive Director of the Texas Commission on Environmental Quality
(Commission) on July 12, 2005 for review pursuant to Section 5.122 of the Texas Water Code
and Commission ules. The application sought to purchase and transfer a portion of Certificate of
Convenience arid Necessity (CCN) No. 11072 (water) and all of CCN No. 20815 (sewer) from
Silverleaf Resorts, Inc., and to obtain Water CCN No. 13131 in Comal, Montgomery, Smith and
Wood Counties pursuant to Section 13.301 of the Code. The petition was accepted for filing and
assigned application Nos. 35017-S and 35018-S. Algonquin provides sewer service in Smith
County, Texas and is a public utility as defined in Section 13.002(23) of Code.




Notice was provided to the customers of the transferor and transferee and other affected
parties on July 5, 2006, by Algonquin. The notice of the application complied with the notice
requirements of 30 Texas Administrative Code (TAC) Section 291.112(c) and was sufficient to
place affected persons on notice regarding the transfer of service.

TéBQ received two letters of protest requesting a contested case hearing under Section
13.301 ‘(;f the Code. Pursuant to Section 13.301(e), the E;(ecutive Director determined that a
hearing should be held on this matter and referred it to the State Office of Administrative
Hearings (SOAH) for a contested-case hearing.

Catherine Egan, an administrative law judge of the SOAH, convened a preliminary
hearing on January 30, 2007. Present were the following parties: Algonquin Water Resources of
Texas, LLC, represented by Mark Zeppa; the Executiyc Director of the TCEQ, represented by
Gabriel Sofo. Also present were the following hearing requestors: Ronald Robertson, manager
of Fouke Water Supply Corporation, and Robbie Arrington, manager of Pritchett Water Supply
Corporation.

All of those present at the preliminary hearing announced that they had reached an
agreement that settled all issues in controversy, and the matter was remanded to the Commission
for approval by the Executive Director on February 6, 2007,

The Commission finds that Algonquin is capable of rendering adequate and continuous
water and sewer utility service to every customer within- the areas proposed to be added to
Algonquin’s service area and the certification of Algonquin is necessary for the service,
accommodation, convenience, or safety of the public.

NOwW, 'THEREFORE, BE IT ORDERED BY THE TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY that:




The applications by Algonquin Water Resources of Texas, LLC to purchase a portion of
the utility service areas covered by CCN Nos. 11072 and all of 20815, and to transfer those areas
to Algonquin in Comal, Montgomery, Smith and Wood Counties, Texas, as reflected in the

.attached copy of the official water and sewer CCN maps of Comal, Montgomery, Smith and
Wood Counties, is hereby approved.

The Chief Clerk of the Texas Commission on Environmental Quality shall forward a
copy of this Order to all parties and issue Certificate of Convenience and Necessity Nos. 13131
(water) and 20815 (sewer) to Algonquin Water Resources of Texas, LLC.

If any provision, sentence, clause, or phrase of this Order is for any reason held to be
invalid, the invalidity of any portion shall not affect the validity of the remaining portions of the
Order.

IsueDste: FEB 13 2008

TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY

oA —

For the Commission




Please reference Certificate No. 20815 for the location of méps and other information

TRANSFER OF
CERTIFICATE OF CONVENIENCE AND NECESSITY

To Provide Sewer Service Under V.T.C.A., Water Cods
and Texas Commission on Environmental Quality Substantive Rules

Certificate No. 20815

Certificate No, 20815 was transferred by Order of the Commission
in Docket No. 35018-8. Silverleaf Resorts, Inc.'s facilities and
lines were transferred to Algonquin Water Resources of Texas,
LEC (CCN No. 20818) in Comal, Montgomery, Smith and Wood
Counties.

related to the service area transferred.

Certificate of Convenience and Necessity No. 20815 is hereby TRANSFERRED by order

of the Texas Commission on Environmental Quality.

Issued Date:

FEB 13 2008

oHh—

For the Commission




Texas Commission On
Environmental Quality

By These Presents Be It Known To All That
Algonquin Water Resources of Texas, LL.C

having duly applied for certification to provide sewer utility service for the convenience and
necessity of the public, and it having been determined by this commission that the public
convenience and necessity would in fact be advanced by the provision of such service by this
Applicant, is entitled to and is hereby granted this

Certificate of Convenience and Necessity No. 20815

to provide continnous and adequate sewer utility service to that service area or those service
areas in Comal, Montgomery, Smith and Wood Counties.as by final Order or Orders duly
entered by this Commission, which Order or Orders resulting from Application No. 35018-S are
on file at the Commission offices in Austin, Texas; and are matters of official record available
for public inspection; and be it kmown further that these presents do evidence the authority and
the duty of Algonquin Water Resources of Texas, LLC to provide such utility service in
accordance with the laws of this State and Rules of this Commission, subject only to any power
and responsibility of this Commission to revoke or amend this Certificate in whole or in part
upon a subsequent showing that the public convenience and necessity would be better served
thereby.

Issued at Austin, Texas, this FEB 1 3 2008

(A

For the Commission




Texas Commission On
Environmental Quality

By These Presents Be It Known To All That

Algonquin Water Resources of Texas, LLC

having duly applied for certification to provide water utility service for the convenience and
necessity of the public, and it having been determined by this commission thet the public
convenience and necessity would in fact be advanced by the provision of such service by this
Applicant, is entitled to and is hereby granted this

Certificate of Convenience and Necessity No. 13131

to provide continuous and adequate water utility service to that service area or those service
areas in Comal, Montgomery, Smith and Wood Counties as by final Order or Orders duly
entered by this Commission, which Order or Orders resulting from Application No. 35017-S are
on file at the Commission offices in Austin, Texas; and are matters of official record available
for public inspection; and be it known further that these presents do evidence the authority and
the duty of Algonquin Water Resources of Texas, LLC {o provide such utility service in
accordance with the laws of this State and Rules of this Commission, subject only to any power
and responsibility of this Commission to revoke or amend this Certificate in whole or in part
upon a subsequent showing that the public convenience and necessity would be better served
thereby.

Issued at Austin, Texas, this FEB 13 2008

HoHl—

For the Commission




Algonquin Water Resources of Texas, LLC
Portion of Water Service Area
CCN No. 13131
Application No. 35017-S (Transferred a Portion of CCN 11072 from Silverieaf Resorts, Inc.)
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Algonquin Water Resources of Texas, LLC
Portion of Sewer Service Area
CCN No. 20815
Application No. 35018-S (Transferred CCN 20815 from Silverieaf Resorts, Inc.)
Comal County
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Algonquin Water Resources of Texas, LLC

Portion of Water Service Area
CCN No. 13131
Application No. 35017-S (Transferred a Portion of CCN 11072 from Silverleaf Resorts, Inc.)
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Algonquin Water Resources of Texas, LLC
Portion of Sewer Service Area
CCN No. 20815
Application No. 35018-S (Transferred a Portion of CCN 11072 from Silverleaf Resorts, Inc.)
Smith County
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Algonquin Water Resources of Texas, LLC

Portion of Water Service Area
CCN No. 13131
Application No. 35017-S (Transferred a Portion of CCN 11072 from Silverieaf Resorts, Inc.)
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Algonquin Water Resources of Texas, LLC
Portion of Sewer Service Area
CCN No. 20815
Application No. 35018-S (Transferred CCN 20815 from Silverleaf Resorts, Inc.)
Wood County




Sliverleaf Resorts, Inc.
Water Service Area
CCN No. 11072
Application No. 35017-S (Algonquin Water Resources of Texas, LLC, CCN No. 13131
Transferred a Portion of CCN 11072 from Silverleaf Resorts, Inc.)
Cherokee County
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RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-09 Referencing the Direct Testimony of Matthew Garlick, Page 9, Lines 6-8,
please provide a copy of the treated surface water contract between Liberty
Silverleaf and the City of Conroe.

RESPONSE: See attached Emergency Water Supply Contract, dated September 16, 2014,
between Liberty Ultilities (Silverleaf Water) LLC and the City of Conroe,

Texas.

OPUC RFI 1-9_City of Conroe Water Connection Agreement.pdf

Prepared by: Steve Ruppenthal, Manager, Operations

Sponsored by: Matthew Garlick, President, Arizona and Texas



EMERGENCY WATER SUPPLY CONTRACT
BY AND BETWEEN
LIBERTY UTILITIES (SILVERLEAF WATER) LLC
AND
THE CITY OF CONROE, TEXAS

THE STATE OF TEXAS §

COUNTY OF MONTGOMERY §

THIS EMERGENCY WATER SUPPLY CONTRACT (this “Contract™) is made and
entered into as of the I§'" day of Sephmacg , 2014, by and between Liberty Utilities (Silverleaf
Water) LLC, thc owner of the Piney Shores Public Water Supply System — TCEQ ID No.
1700532) (hercinafter called *Pincy Shores”), and the City of Conroc, Texas (hereinafier called
~City"), a municipal corporation located in Montgomery County, Texas.

WITNESSETH:

WHEREAS, Piney Shores owns and operates a waterworks system supplying potable
Water to residential and commercial customers within its service area boundaries; and

WHEREAS, the City owns and operates a waterworks system supplying potable Water to
residential and commercial customers within its corporatc boundarics and extraterritorial
jurisdiction; and

WHEREAS, the Parties desire to enter into this Contract to establish the terms and
conditions under which the City shall provide potable Water to Piney Shores during emergencies.

NOW, THEREFORE, for and in consideration of the mutual covenants heretn contained,

the City hereby agrees to provide for the delivery of Water upon the conditions specified and for
the consideration hereinafter set forth, to-wit:

AGREEMENT

ARTICLE 1
DEFINITIONS

Section 1.01. Definitions.

Unless the context requires otherwise, the following terms as used in this Contract shall
have meanings as follows:

1174443 .3/005906.000000



“City Water System” shall mean City’s water production and distribution system, now
owned or to be constructed, including but not limited to all water plants, water wells, ground
storage tanks, pumps, distribution mains, valves, flow control devices, and related appurtenances.

“Contract” shall mean this agreement, including any amendments hereto.

“Emergency” shall mean an unanticipated water quality problem, or mechanical or
electrical failure causing a loss of the production or distribution capacity of Piney Shores’s Water
System, which results in Piney Shores being unable to supply its customers with a minimal supply
of Water or a fire requiring immediate use of the City's water system.

“Piney Shores Water System™ shall mean Piney Shores’ water production and distribution
system, now owned or to be constructed, including but not limited to all water plants, water wells,
ground storage tanks, pumps, distribution mains, valves, flow control devices, and related

appurtenances.

“Party” shall mean either Piney Shores or the City.
“Parties” shall mean both Piney Shores and the City, collectively.

“Point(s) of Delivery” shall initially mean the agreed point at which Water from City's
Water System enters the PINEYSHORES Water System, as shown on the approved plans for
construction of the Water Interconnect Facilities.

“SJRA GRP” shall mean the San Jacinto River Authority groundwater reduction program
of which the City of Conroe is a participating member.

“TCEQ" shall mean the Texas Commission on Environmental Quality or its successor
state agency.

“Temporary Period” shall mean a period not to exceed thirty (30) days unless otherwise
agreed in writing by the Parties.

“Texas Water Quality Control Act” shall mean the Texas Water Quality Control Act, as
now or hercafter amended, codified as Chapter 26, Texas Water Code.

“Water Interconnect Facilities” shall mean all facilities necessary to interconnect the City
Water System and the Piney Shores Water System, including without limitation, interconnection
lines, meters, casings, backflow prevention controls, valves, storage tanks, pressure tanks and
flow control devices as may reasonably be required by City.

“Interconnect Valve” shall mean the valve(s), valve box and connection vault which is

part of the Water Interconnect Facilities which separates the Water in the Piney Shores Water
System from that in the City Water System.

1174443.3/005908.000000



“Water” shall mean potable water meeting the minimum drinking water standards
established by the Texas Department of Heslth or other regulatory agency with jurisdiction.

Section 1.0: Jitles and Headings.

The titles and headings of the articles and sections of this Contract have been inserted for
convenience of reference only and are not to be considered a part hereof and shall not in any way
modify or restrict any of the terms or provisions hereof and shall never be considered or given any
effect in construing this Contract or any provisions hereof or in ascertaining intent.

Section 1.03: Interpretations.

Unless the context requires otherwise, words of the masculine gender shall be construed to
include correlative words of the feminine and neuter genders and vice-versa and words of the
singular number shall be construed to include correlative words of the plural number and vice-
versa. This Contract, and all the terms and provisions hereof, shall be liberally construed to
effectuate the purposes set forth herein and to sustain the validity of this Contract. Nothing in this
Contract shall be construed to violate any State or Federal statutory provision or any provision of
the State or Federal constitutions, and all acts done pursuant to this Contract shall be performed in
such manner as to conform thereto whether expressly provided or not. Where any procedure
hereunder may be held by a court of competent jurisdiction to violate any State or Federal
statutory or constitutional provision, the Parties shall have the power by resolution and/or
otherwise to adopt and promulgate reasonable and necessary alternative procedures which will
conform thereto and the Partics may agree that they would have entered this Contract
notwithstanding the invalidity of any provision or provisions hereof.

ARTICLE I
CONSTRUCTION OF INTERCONNECT

Con ion by Piney Shores at its sole cost.

Piney Shores shall, at its sole cost and expense, construct the Water Interconnect Facilities
in accordance with the approved plans and specifications on file with the City’s Department of
Public Works. Piney Shores shall allow City’s representatives to have access at all times to
construction in progress and to make such inspections thereof as may be deemed necessary or
desirable.

Upon completion of the construction of the Water Interconnect Facilitics, Piney Shores
shall provide City one set of “Record Drawings” and a certification by the engineer for Piney
Shores that the Water Interconnect Facilitics were built substantially in accordance with the plans
and specifications and as indicated in the aforementioned “Record Drawings™. Prior to initiation
of Water supply by City, a pressure analysis, at the reasonable cost of Piney Shores, shall be
performed by City.

1174443.3/005906.000000



. In a itle t

Piney Shores shall install, as part of the Water Interconnect Facilities, the Interconnect
Valve. Pincy Shores will have title to and possession and control of all Water on Piney Shores's
side of the Point of Delivery, and City will have title to and possession and control of all Water on
City’s side of the Point of Delivery.

C Maintenance.

Each Party to this Contract shall operate and maintain at its own expense all Water
distribution lines owned by or on its side of the Interconnect Valve. Piney Shores shall maintain
the Interconnect Valve, including the valves and valve box at the Point of Delivery, in good
condition throughout the term of this Contract.

ARTICLE I
EMERGENCY DELIVERY OF WATER

Section 3.01. Normal Operations.

Except as provided in Article III hereof, it is agreed that, during normal operating
conditions of the Parties’ Water Systems, Water will be prevented from flowing through the Point
of Delivery and no Water will be delivered by the City to Piney Shores. In the event that Piney
Shores wishes to draw Water through the Point of Delivery, except during an Emergency or in
accordance with the provisions of Article IV, it may do so only with the prior written consent of
the City.

Section 3.02. Emergency Supply.

During an Emergency, Piney Shores may open the valve at the Point of Delivery and be
supplied Water by the City, but only after providing notice of the Emergency to the operator for
the City (provided that when the Emergency is a fire, the valve may be opened prior to such
notice but notice must be given to the City’s operator at the earliest practicable time). Notice
required to be given to the operator of the City hereunder may be given to the City’s engineer if
the City’s operator is unavailable to receive such notice and may be given to a member of the
City’s govening body if City’s operator and engineer are both unavailable to receive such notice.
Such notice shall include a description of the cause of the Emergency and the expected duration
thereof. The City will provide Piney Shores with the names, addresses, and telephone numbers of
its operator, engineer and goveming body for the purposes of giving notice hereunder. Opening
of the valve at the Point of Delivery for Water shall be confirmed in writing by Piney Shores to
the City’s govemning body and operator on the next business day after the valve is opened. Piney
Shores may continue to receive Water during the continuation of the Emergency without prior
approval of the City; however, the City shall not be obligated to supply Water hereunder for
longer than the Temporary Period. Should the duration of the Emergency extend beyond the
Temporary Period, Piney Shores may request consent from the governing body of the City to

1174443.3005906.000000



extend the Temporary Period for a subsequent Temporary Period. Such request shall be made in
writing prior to the expiration of the initial Temporary Period. Any additional extensions shall
likewise be requested in writing by Piney Shores prior to the end of the previously approved
Temporary Period. Subject to City's right 1o terminate its emergency supply of Water as
hereinafier provided, City shall not unreasonably withhold its consent for any requested
extension. Notwithstanding any provision herein to the contrary, the City shall have the right to
terminate immediately its supply of Water on an emergency basis to Piney Shores, if in the
judgment of the City, the amount or circumstances of such supply would impair the City's ability
to serve its own customers (including customers to whom the City is supplying Water on an
emergency basis). The obligation of the City to deliver Water to Piney Shores shall run only to
Piney Shores and shall in no event create any obligation to or duty toward, or any right of, any
other party or any customer of Piney Shores.

ection 3.03. Simulla A

Notwithstanding anything else to the contrary contained herein, the City may, but shall not
be obligated, to supply Water pursuant to this Contract if an Emergency exists for the City.

Section 3.04. Other Water Supply Contracts.

Either Party may enter into additional Water supply contracts with other persons,
corporations, parinerships or political subdivisions of the State of Texas or any other entity.

Section 3.05. Payment.

All Water delivered to Piney Shores shall be metered, and the City shall read the meter
and shall provide an invoice to Piney Shores within 30 days after the Point of Connection is
closed. The rate to be charged to Piney Shores shall be the Minimum Monthly Base Charge By
Meter Size, Non-residential Rates Inside City Limits, and any fees paid by the City to the Lone
Star Ground Water Conservation District and any SJRA GRP fees or charges applicable to the
Water delivered to Pincy Shores. These rates are subject to change as they are changed for all
other customers in this same rate class. If Piney Shores fails to pay the City within 45 days (*45-
Day Period™) after the receipt of the invoice from the City, then the City may, at its sole option,
refuse to supply additional Water Piney Shores until such payment is made in full.
Notwithstanding the foregoing, in the event of cessation of supply to Piney Shores, Piney Shores
shall remain liable for the amount of the payment, and interest thereon shall accrue after the
cxpiration of the 45-Day Period at the rate of ten percent (10%) per annum.

Section 3.06. Books and Records.
Each Party shall preserve for a period of at least four (4) years from the date of their

respective origins, all books, records, test data, charts and other records pertaining to this
Contract. Each Party shall have the right, at all reasonable business hours, to inspect such records
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of the other party to the extent necessary to verify the accuracy of any statement, charge or
computation made pursuant to any provision of this Contract.

ARTICLE IV
VISIONS
Section 4.01. Approvals by Parties.

Whenever this Contract requires or permits approval or consent to be hereafter given by
either Party such approval or consent shall be effective without regard to whether such approval
or consent is given before or after the time required herein. Such approval or consent shall be
evidenced by a resolution adopted by the governing body of the Party or by an appropriate
certificate executed by a person, firm or entity authorized to determine and give approval or
consent on behalf of said Party.

Section 4.02. Regulatory Compliance.

This Contract and the City’s obligation to provide Water services to Piney Shores as
provided herein shall be subject to all present and future laws, orders, rules and regulations of the
United States of America, the State of Texas, and any regulatory body having junisdiction (and the
Parties agree to cooperate to obtain compliance therewith). In the event that the City is required
by any regulatory authority to pay any fee, service charge, penalty, or fine because of, or as a
condition to, providing service to Piney Shores pursuant to this Contract, said fee, service charge,
penalty, or fine may be billed to Piney Shores as an expense of providing service pursuant hereto,
in addition to all amounts due pursuant to this Contract, provided such fee, service charge, penalty
or fine is not due to improper actions or inactions of City. It is further provided that when
receiving Water pursuant to this Contract and supplying such Water to its residents and other
Water users, the Piney Shores acts in the capacity of owner and operator of a “public water
system”, as that term is used in the federal Safe Drinking Water Act, and, in that regard, is solely
responsible for complying with all govenmental rules, regulations, and laws relating to the
protection of the health and welfare of its users including, but not limited to, keeping all necessary
records and performing all necessary testing, monitoring and treatment, and the City will have no
responsibility with respect thereto.

Section 4.03. Quality of Water.

The City shall provide treated Water meeting all applicable Texas and Federal regulations
regarding Water quality, including the Safe Drinking Water Act.

Section 4,04. Drought Contingency Plan.

Piney Shores shall adopt and maintain a Drought Contingency Plan, consistent with and at
least as restrictive as City’s Drought Contingency Plan.
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Section 4.05. Term.

This Contract shall be in force and effect from the date of its execution for a period of
forty (40) years; however, this Contract shall earlier terminate (i) upon written agreement of the
Parties or (i) sixty (60) days after a Party receives written notification that the notifying Party can
no longer supply Water during an Emergency without impairing the ability of the notifying Party
to serve its own customers, including customers to whom the notifying Party is obligated to
supply Water on an emergency basis.

ection 4.06. No Additional Waiver Implied.

No waiver or waivers of any breach or default by either Party of any term, covenant,
condition, or liability hereunder, or of performance by the other Party of any duty or obligation
hereunder, shall be deemed a waiver thereof in the future. Any such waiver or waivers shall not
be deemed or construed to be a waiver of subsequent breaches or defaults of any kind, character
or description, under any circumstances.

Section 4.07. Address and Notice.

Unless otherwise provided in this Contract, any notice herein provided or permitted to be
given, made, or accepted by either Party must be in writing and may be given by depositing the
same in the United States mail postage prepaid by certified mail, return receipt requested, or by
delivering the same to an officer of such Party, or by prepaid telegram addressed to the Party to be
notified. Notice deposited in the mail in the manner described above shall be conclusively
deemed to be effective from and after the expiration of three (3) days after it is so deposited.
Notice given in any other manner shall be effective only if and when received by the Party to be
notified. For the purposes of notice, the addresses of the Parties shall be as follows:

Liberty Utilities (Silverleaf Water) LLC.
12725 W. Indian School Road, Suite D101
Avondale, Arizona 85392

Attn: Matthew Garlick

City of Conroe

Director of Public Works
P.O. Box 3066

Conroe, Texas 77305

The Parties shall have the right from time to time and at any time to change their

respective addresses and each shall have the right to specify as its address any other address in the
State of Texas by at least fifteen (15) days written notice to the other party.
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Section 4.08. Modification.

This Contract shall be subject to change or modification at any time, but only with the
mutual writien consent of the Parties.

Section 4.09. Assignability.

This Contract shall be binding upon and inure to the benefit of the Parties and their
successors, but this Contract shall not be assignable by cither Party without the prior written
consent of the other, except such consent shall not be unreasonably withheld for an assignment to
the purchaser of the Pincy Shores Public Water Supply System.

Section 4,10, Porties in Interest

This Contract is for the sole and exclusive benefit of Piney Shores and City and shall not
be construed to confer any benefit or right upon any other party.

The provisions of this Contract are severable, and, if any provision or part of this Contract
or the application thereof to any person or circumstance shall ever be held by any court of
competent jurisdiction to be invalid or unconstitutional for any reason, the remainder of this
Contract and the application of such provision or part of this Contract to other persons or
circumstances shall not be affected thereby.

Section 4,12, Merger.

This Contract embodies the entire understanding between the Parties regarding the subject
matter set forth herein and there are no prior effective representations, warranties or contracts
regarding same.

Section 4.13. Force Majeure.

If the City should be prevented, wholly or in part, from fumnishing Water to Piney Shores
under this Contract by reason of any force majeure, including without limitation, acts of God,
unavoidable accident, acts of the public enemy, strikes, riots, floods, fires, government restraint or
regulations, breaks in either Party’s pipelines, power failure, or for any other cause beyond either
Party's control, then the obligation of the City to deliver Water to Piney Shores shall be
suspended during the continuance of such force majeure.

The term “Force Majeure”, as used herein, shall include, but not be limited to, acts of
God, strikes, lockouts or other industrial disturbances, acts of the public enemy, war, blockades,
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insurrcctions, riots, epidemics, landslides, lightning, carthquakes, fires, storms, floods, washouts,
droughts, tornadoes, hurricanes, arrests and restraints of government and people, cxplosions,
breakage or damage to machincry, pipelines or canals, and any other inabilitics of either party,
whether similar to those enumerated or otherwise, and not within the reasonable control of the
party claiming such inability, which by the excrcise of due diligence and care such party could not
have avoided.

Section 4.14. Breach of Contract.

In enforcing the performance of the provisions of this Contract, any party hercto shall
have the right to exercise all remedics available under law. In particular, any party hereto shall
have the right to seek a temporary or permanent injunction to prohibit a party from violating the
terms of this Contract. Both parties hereby agrec that the providing of water during an emergency
constitutes the providing of a good therefore Local Govemment Code Section 271,152 shall
hereby apply.

Section 4.13. Attorney’s Fees.

In accordance with Local Government Code, Scction 271.159, if any Parly hercto is the
prevailing party in any legal procecdings against any signatory on this Contract brought under or
with rclation to this Contract, such prevailing Party shall additionally be entitled 1o recover court
costs and reasonable and necessary atlorneys’ fecs [rom any non-prevailing Party to such
procecdings.

IN WITNESS WHEREOF, this Contract has been executed in multiple counterparts,
cach of equal dignity, as of the date and year {irst above written.

Liberty Utilities (Silverleaf Water) LLC

By: \/%‘d?sgn«\

" Grteagpny  SLRENSEN
Tile: Puesinanr - AR PovA

Date: ptemaca  |ls, 2014

ATTEST:

By: Brias H/«?.ﬂ'{!(K

Title: Sevwr feosecr  (Maneer

Date: §{71<Mzscﬂ- o, {0y
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CITY OF CON
By:

Title:

Date: \_l“l_ &"' kA\'

ATTEST: - |
By dDCD ). Gw 0D

Title: OAJ);\-Z‘J\(U\L QL\% ({&CL&[C\ 'x\g

Dae: V). VD .‘\L.\
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RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-10 Referencing the Direct Testimony of Matthew Garlick, Page 14, Lines 3-8,
please provide a copy of all agreements between Silverleaf Resorts and
GBRA obtamned as a result of the purchase of the Silverleaf Resort Systems
by Algonquin Water Resources of Texas, LLC.

RESPONSE: See the Agreement for Wholesale Sewage Treatment and Disposal Services,
dated April 9, 2007, between GBRA and Silverleaf Resorts, Inc.

OPUC RFI 1-10 Agreement for Wholesale Sewage Treatment and
Disposal Services dated April 9, 2007.pdf

Prepared by: Todd Wiley

Sponsored by: Matthew Garlick, President — West Region



AGREEMENT
FOR WHOLESALE SEWAGE TREATMENT AND
DISPOSAL SERVICES

This Agreement for Wholesale Sewage Treapment and Disposal Services (this
“Agreement”) is made and entered into this T2 day of _APRIL. , 2007 (the
“Effective Date™) by and between the Guadalupe-Blanco River Authority (“GBRA”), a
conservation and reclamation district and political subdivision of the State of Texas
created by special act of the Legislature pursuant to Article XVI, Section 59 of the Texas
Constitution, and Silverleaf Resorts, Inc. (“Silverleaf™), a Texas corporation.

RECITALS:

WHEREAS, Silverleaf has developed, and plans to continue to develop,
residential timeshare properties and associated facilities within that certain
property in Comal County, Texas consisting of approximately 110 acres defined
on Exhibit “A” (the “Property”), known as Silverleaf’s Hill Country Resort on
Canyon Lake; WHEREAS, Silverleaf holds certificate of convenience and
necessity (“CCN”) No. 11072 and CCN No. 20815 issued by the Texas
Commission on Environmental Quality (“TCEQ") or its predecessors, cach
providing for Silverleaf to provide retail wastewater service to users within a
certain certificated area defined in that CCN; and

WHEREAS, the certificated area defined under each of the two CCN’s is shown
on Exhibit A and, as reflected by Exhibit A, the two certificated areas combined

comprise the Property; and

WHEREAS, GBRA and Silverleaf have previously entered into one or more
agreements, pursuant to which GBRA is treating wastewater generated within
portions of the Property at GBRA's Canyon Park Estates Wastewater Treatment
Plant (the “Canyon Plant™) and disposing of such treated wastewater pursuant to a
permit issued by TCEQ; and

WHEREAS, the Parties desire to terminate all existing agreements and enter into
this Agreement providing for GBRA to continue to treat and dispose of
wastewater generated within the Property.

AGREEMENT

For and in considerstion of the foregoing and the mutual promises, covenants,
obligations, and benefits contained in this Agreement, and other good and valuable
consideration the receipt and sufficiency of which is hereby acknowledged, GBRA and
Silverleaf agree as follows:



1. DEFINITIONS

(1 "Infiltration Water" means water which leaks into a public sanitary sewer
system.

(2)  “Other Customer” means any customer of GBRA's for wastewater service
from the Canyon Plant other than Silverleaf or Algonquin, regardless of when GBRA and
the Other Customer enter into the contract for such wastewater service.

(3)  “Required Effluent Criteria” means the effluent quality that will be used in
the permitting and design for all flow from the Canyon Plant, including the existing
facilities and the expansion. Such requirement will include carbonaceous biochemical
oxygen demand (5-day CBOD) of 5 milligrams per liter (mg/L); total suspended solids
(TSS) of 5 mg/L; ammonia nitrogen of 2 mg/L; and total phosphorus of 1 mg/L.

(49  "Sewage" means the liquid and water-carried waste discharged from sanitary
conveniences of dwellings and buildings or similar sources connected to a public sanitary
sewer system.

(5)  “System™ means the Canyon Plant, as well as the collection systems, lift
stations, and easements necessary to transport sewage from Silverieaf's various facilities
at the Hill Country Resort to the Canyon Plant.

(6) “Termination Date” means the expiration date of the term of this
Agreement, as defined in Section 20 of this Agreement.

(7  “TCEQ” mecans the Texas Commission on Environmental Quality or any
successor agency.

(8) "Whastewater” means Sewage collected by a public sanitary sewer system,
together with Infiltration Water as may be present.

2. TERMINATION OF EXISTING AGREEMENTS

.01 That certain Sewage System Modification, Construction and

Whol«ale Service Agreement dated June 8, 1998, by and between GBRA and Silverieaf,
and that certain Amendment dated August 31, 2000, are terminated in all respects
effective as of the Effective Date.

Section 2.02 GBRA and Silverleaf agree that the Sewage System Modification,
Construction and Wholesale Service Agreement dated June 21, 1996, by and between



GBRA and Silverleaf Vacation Club, Inc., a predecessor of Silvericaf, has previously
been terminated in all respects.

3. DESCRIPTION OF THE CANYON PLANT AND SILVERLEAF’S
DEVELOPMENT

Section 3.01 The Canyon Plant is located adjacent to Hwy 306 in Comal
County, Texas. It is owned and operated by GBRA under the terms of TPDES
Wastewater Discharge Permit No. WQ 0011496-001. It is an extended acration treatment
plant with a current average daily capacity of 100,000 gallons per day (“gpd”).

Section 3.02 Silverleaf has developed and plans to continue to develop,
residential timeshare propertics and associated facilities within the Property, as defined
on Exhibit “A.” The development generates wastewater that is collected by a wastewater
collection system owned and operated by Silverleaf (the “Wastewater Collection
System™) and conveyed to the Canyon Plant. As of the Effective Date, Silverleaf has 305
residential units and a limited number of additional facilities such as laundry rooms and
public area bathrooms connected to the Wastewater Collection System. A more detailed
description of the existing Wastewater Collection System and other facilities within the
Property, and existing development and connections within the Property is attached as
Exhibit “B.” A master plan for Silverleaf’s proposed development will be prepared by
Silverleaf and updated from time to time (the “Master Plan™). Silverleaf agrees that it will
provide to GBRA an updated Master Plan no less than once each year and that it will
periodically meet with GBRA to review such Master Plan.

4. SERVICE TO BE PROVIDED

Subject to the terms and conditions of this Agreement, GBRA shall own and
operate the Canyon Plant, receive and treat at the Canyon Plant wastewater generated
within the Property and collected by the Wastewater Collection Systen, and discharge or
otherwise dispose of such treated wastewater in accordance with the discharge permit
issued to GBRA by TCEQ or other authorization by law.

5. INTERIM SERVICE OBLIGATIONS OF GBRA

Section 5.01 During the “Interim Period,” herein defined as the period of time
from the Effective Date untif the Commencement Date (hereinafter defined), GBRA will
provide wholesale wastewater treatment and disposal service for the following number of
individual Silverlcaf residential units within the Property:



() GBRA will continue to provide domestic wastewater treatment and
disposal service for those 315 residential units for Silverieaf Phases 1 through 13 within
the Property, as such phases are recorded in the records of Comal County, as such units
are connected to Silverleaf's Wastewater Collection System; and

(®) GBRA will provide domestic wastewater treatment and disposal service
for additional residential units within the Property (in addition to the 315 residential units
that are currently or will be connected to Silverleaf’s Wastewater Collection System), up
to a total number of residential units connected to the Wastewater Collection System not
to exceed the number that GBRA determines can be served with the currently permitted
capacity of the cxisting Canyon Plant. GBRA will quarterly report to Silverleaf the
inflows of wastewater received at the Canyon Plant. Pursuant to Section 17 below,
Silverleaf will complete and sign a Service Agreement (an example of which is shown as
Exhibit “C™), and pay the then-applicable connection and monthly service fees for each
additional unit connected to Silverleaf®s Wastewater Collection System during the
Interim Period.

Section 5.02 If at any time during the Interim Period GBRA determines that no
additional Silverleaf units can be connected to the Wastewater Collection System without
exceeding the Canyon Plant’s current permitted hydraulic capacity or its permitted
treatment parameters, or without violating that plant's TCEQ discharge permit in any
other manner, GBRA shall provide notice to Silvericaf. After receiving such notice from
GBRA, Silverleaf shall not connect any additional units to the Canyon Plant unless and
until: (i) the Silverleaf Engineer has designed holding structures and ancillary facilities
on property owned by Silverleaf sufficient to capture, properly store and, if necessary,
aerate raw sewage (the “Silverleaf Holding Facilities”) from any further additional
residential units constructed by Silvericaf after GBRA’s notice during the Interim Period
(the “Additional Units"); (ii) GBRA has obtained all the necessary permits and other
authorizations necded for construction of the Silverleaf Holding Facilities, and for
bauling raw sewage from such holding facilities and the treatment and disposal of such
sewage; (iit) Silverleaf has constructed the Silverleaf Holding Facilities on the Propetty;
(iv) GBRA has arranged for equipment or contractors to hsul raw sewage from the
Silverleaf Holding Facilities to one or more altemative facilities for lawful treatment and
disposal of the sewage from the Additional Units (the “Alternative Treatment
Locations™); and (v} GBRA has arranged for the Altemative Treatment Locations to
receive, treat and dispose of raw sewage from the Additional Units. As provided in
Section 17.01b of this Agreement, Silverleaf will reimburse GBRA for its actual
expenses related to bauling raw sewage from the Silverleaf Holding Facilities to the
Alternative Treatment Locations. Altematively, Silverleaf may, at its direct expense,
baul the raw sewage from the Silverleaf Holding Facilities to the Alternative Treatment
Locations designated by GBRA. The cost of any treatment and disposat of the raw
sewage from the Additional Units at the Altemnative Treatment Locations during the
Interim Period may be an operating expense of the Canyon Plant. Silverleaf shall pay all
the connection and monthly service fees for such Additional Units during such time, as if
such Additional Units were connected to the Wastewater Collection System and all
wastowater conveyed to and treated at the Canyon Plant.






6. PERMIT AMENDMENT FOR CANYON PLANT EXPANSION

Section 6.01 Within 90 days of the Effective Date, GBRA will prepare and file
an application with TCEQ for an amendment to the Canyon Plant discharge permit to
allow an expansion of the Canyon Plant to increase its treatment capacity by a minimum
of 80,000 gpd (the “Additional Capacity”). The application to TCEQ wilt provide for a
treatment process that produces an effluent quality of the Required Effluent Criteria or
better for all of the flow from the Canyon Plant. GBRA will engage and manage the
legal and technical consultants necessary to process the application in an expeditious
manner. The amended permit will be in the name of GBRA.

Section 6.02 Silverleaf will engage a professional engineer licensed to practice
in the State of Texas (the “Silverleaf Engineer™) to provide technical assistance, design
and construction-phase services for the permitting and expansion of the Canyon Plant,
The selection of such engineer by Silverleaf will be subject to GBRA’s approval. The
replacement of such engineer will be subject to GBRA's prior approval. Silverleaf will
cooperate in the processing of the application for smendment of the Canyon Plant permit,
and its engineer will assist GBRA in the preparation and processing of the application, at
Silverleaf’s expense. Silverleaf shall provide such information, documentation and
supporting witness testimony as may reasonably be necessary for GBRA to successfully
prosecute the permit amendment at the TCEQ.

1. EXPANSION OF THE CANYON PLANT

Section 7.01 An expansion of the Canyon Plant will be designed by the
Silverieaf Engineer, at Silverleaf’s expense based upon the spplication submitted by
GBRA to TCEQ pursvant to Section 6 above. GBRA will provide to the Silverleaf
Engineer GBRA's design and specification requirements. The Silverleaf Engineer will
degign the expansion improvements in accordance with the requirements of GBRA,
TCEQ and other regulatory authorities. The design will include the point or points at
which the Silverleaf Wastewater Collection System will be connected to the Canyon
Plant (the “Silverleaf Points of Delivery”). At its cxpense, GBRA will review and
approve in writing the expansion plans and specifications prepared by the Silverleaf
Engineer.

Section 7.02 Within 60 days of GBRA's receipt from the Silverleaf Engineer of
the final approved plans and specifications, and from TCEQ of an unappealable permit
amendrment for the expansion of the Canyon Plant and any other necessary authorizations
and approvals, GBRA® will post the required notices and bid the expansion project using
the plans and specifications prepared by the Silverleaf Engincer and approved by GBRA.
After the bid opening, GBRA and the Silverleaf Engineer will provide to Silverleaf a
certified bid tabulation, a ranking of the bidders, and notice naming the lowest bidder
whose evaluation by GBRA and the Silverleaf Engineer using GBRA's standard
procedures indicates that & contract award 10 such bidder would be in the best interest of



the expansion project (the “Initial Lowest Responsible Biddesr'). Based on that
evaluation and notice, GBRA will attempt to negotiate and enter into a construction
contract with the Initial Lowest Responsible Bidder. If GBRA is unable to negotiate a
contract with the Initial Lowest Responsible Bidder within 60 days of the bid opening,
GBRA shall notify Silverleaf that it has been unable to negotiate a contract with such
bidder. GBRA shall include in such notice a recommendation of whether to re-bid the
project or to attempt to negotiate a contract with the second ranked bidder (the *“Second
Responsible Bidder”). Within 30 days of receipt of GBRA's notice and recommendation,
Silverleaf shall direct GBRA to cither re-bid the project or attempt to enter into a
construction contract with the Second Responsible Bidder, and GBRA will comply with
such direction. If GBRA rebids the project, it will follow the same procedures that were
followed in the initial bidding process. If GBRA is unable to successfully negotiate a
construction contract with the Initial Lowest Bidder or the Second Responsible Bidder
following the second bid process, Silverleaf may assume responsibility for bidding the
expansion project and selecting the construction contractor. The construction contractor
sclected to build the expansion of the Canyon Plant pursuant to this Section 7.02 will be
the “Construction Contractor.”

Section 7.03 GBRA shall construct, at Silverleaf’s expense, the Canyon Plant
expansion. GBRA will manage the construction in a professional manner using its staff
and contract inspectors for construction management and inspection. GBRA will provide
for materials testing and geotechnical investigations as required to professionally manage
the project, and Silverleaf will pay for such testing and investigation services. Silverleaf
will also pay to GBRA a monthly fee for construction management and inspection.
Silverleaf’s payments pursuant to this Section 7.03 are described in more detail in Section
17 below. GBRA will own the expanded facilities, including all land, structures,
equipment and associated buildings. GBRA will follow TCEQ criteria for design and
construction of the Canyon Plant expansion. .

Section 7.04 Subject to GBRA's inspection and approval, and a written
certification from the Silverleaf Engineer as to its suitability, performance and
compatibility with the equipment and processes at the existing Canyon Plant, the
treatment equipment that Silverleaf currently owns and has in storage (the “Schreiber
Plant”) will be provided at no cost by Silverleaf to the Construction Contractor. The
Construction Contractor will install the Schreiber Plant as part of the construction of the
expansion. In its plans and specifications, the Silvericaf Engineer will provide for proper
installation, alignment, testing and acceptance of the Schreiber Plant by the Construction
Contractor.

Section 7.05 At Silverleaf’s expense, Silverieaf may attend the periodic
construction management meetings held by GBRA in its capacity as construction
manager for the expansion project, and GBRA will provide reasonable notice of the
normal meeting schedule. Silverleaf shall have the right to inspect at reasonable times
the construction using its own personne] and at its own expense. Silverleaf will provide
to GBRA reasonable notice before such inspections. Silverleaf shall also have the right
to witness the acceptance tests, and GBRA will provide reasonable notice to Silverleaf of



such tests. Silverleaf shall be liable for all acts and omissions arising from its testing,
Any damages or injury caused by Silverleaf in its testing shall be remedied by Silverleaf
at its expense.

Section 7.06 GBRA will provide the Silverleaf Engineer with the opportunity to
review and comment on all change orders proposed by the Construction Contractor or
GBRA. Without Silverleaf’s approval, GBRA may approve individual change orders of
less than $1,000 and total change orders aggregating $5,000. For change orders in excess
of those described above, GBRA will first obtain Silverleaf's written approval. Such
approval will not be unreasonably withheld or delayed.

Section 7.07 When requested by GBRA, the Silverleaf Engineer will provide to
GBRA engineering services normally associated with the construction phase of similar
projects. GBRA, Silverleaf and the Silverleaf Engineer will agree upon the scope of
work for such engineering services. Silverleaf will pay for such engineering services.

Section 7.08 If GBRA desires to expand the Canyon Plant by more than 80,000
gpd, GBRA shall notify Silverleaf and the Silverleaf Engineer prior to submitting the
application to TCEQ described in Section 6 above. GBRA shall pay the additional
increruentzl cost of such expansion under the terms and conditions of a separate written
agreement between Silverleaf and GBRA.

8. ACCEPTANCE OF EXPANDED CANYON PLANT

When GBRA completes final testing and acceptance of the expansion of the
Canyon Plant, GBRA will provide written notice to Silverleaf of the date GBRA will put
the expanded Canyon Plant into operation (the “Commencement Date™). On the
Commencement Date and thereafter while the Canyon Plant is capable of treating
domestic wastewater, GBRA will own and operate all elements and components of the
expanded Canyon Plant.

9. UTILITIZATION OF UNUSED ORIGINAL CAPACITY

Within 30 days after the Commencement Date, GBRA will calculate and notify
Silverleaf of the unutilized capacity, if any, in the Canyon Plant as it existed before the
expansion project (the “Unused Original Capacity™). At its sole discretion, GBRA may
use the Unused Original Capacity to serve Other Customers. Provided however, GBRA
will not provide wastewater treatment and disposal service to more customers, including
Other Customers and the Silverleaf units added during the Intetim Period, than can be
served by the capacity of the original Canyon Plant.



10.  UNITS TO BE SERVED FROM EXPANSION

Section 10.01 Within 30 days after the Commencement Date, GBRA and
Silverleaf will agree upon and document the approximate number of individual
residential units that can he served by the Additional Capacity constructed during the
expansion.

Section 10.02 Subject to Section 15 of this Agreement, Silverleaf will have
exclusive use of the Additional Capacity (up to 80,000 gallons per day) for a period of
twenty (20) years from the Commencement Date. During such twenty-year period,
Silverieaf will not pay a connection fee for units connected to the Wastewater Collections
System and served by the Canyon Plant from the Additional Capacity; provided however,
Silverleaf will pay to GBRA the then-applicable inspection fee for each unit connected to
the Wastewater Collection System. Following the twenty (20) year period described
above, Silverleaf will maintain the right of first refusal for the remaining Additiona)
Capacity, if any, by following these procedures: (i) after the twentieth anniversary of the
Bffective Date, GBRA will notify Silverleaf when GBRA receives a bona fide request for
wastewater service using any of the remaining Additional Capacity; (i) if Silverleaf
desires to contract for any of the remaining Additional Capacity, within thirty (30) days
of receiving the notice from GBRA, Silverleaf must give to GBRA written notice that
Silverleaf desires to contract for such Additional Capacity; and (iii) within such thirty-
day (30-day) notice period, Silverleaf will sign a GBRA Service Agreement for each unit
that it desires to contract for, pay the then-applicable connection fee for each such unit,
and begin paying the monthly service fees for each such unit. If Silverleaf does not
contract for all of the remaining Additional Capacity during any such 30-day period,
GBRA may provide wastewater service to Other Customers using the available
Additional Capacity.

11. ACCEPTABLE DOMESTIC WASTESTREAM

The Canyon Plant existing as of the Effective Date was constructed and is
operated by GBRA to process and dispose of domestic municipal waste. The expanded
Canyon Plant will be designed, constructed and operated by GBRA to treat and dispose
of domestic municipal waste. Water borne wastc having characteristics other than
domestic municipal waste and which cannot be treated by the Canyon Plant to the
Required Effluent Criteria shall not be allowed by Silverleaf to enter its Wastewater
Collection System or otherwise be delivered to GBRA for treatment and disposal at the
Canyon Plant. An example list of unacceptable wastes is attached hereto as Exhibit “D”
and incorporated herein for all purposes. If a type of non-standard waste is produced on
the Silverleaf properties to be served hereunder that is not listed on Exhibit “D”, GBRA
must be notified and consent to accept such waste before it may be allowed to enter the
‘Wastewater Collection System or otherwise delivered to the Canyon Plant. Silverieaf
shall be responsible for all non-standard waste delivered to the Canyon Plant without
prior GBRA consent and shall undertake, at its expense, any repairs to the Canyon Plant
and/or other remediation to state waters or property caused by such non-standard waste.



12. COLLECTION SYSTEM

Section 12.01 At its expense, Silverleaf shall be responsible for designing,
permitting, constructing, extending, modifying, testing, owning, operating and
maintaining the Wastewater Collection System necessary to convey wastewater
generated within the Property to the Canyon Plant at the Silverleaf Points of Delivery.
Silverleaf agrees to design and construct all new portions of the Wastewater Collection
System, and all modifications to or extensions of existing portions of such system, in a
professional manner so as to control Infiltration Water in accordance with accepted
engineering design standards and applicable statutes, rules and regulations. Prior to
designing any new portion of the Wastewater Collection System or any modifications to
or extensions of the existing portion, the Silverleaf Engineer shall request and GBRA
shall provide to such engineer GBRA's design and testing parameters, and the Silverleaf
Engineer will use such parameters in its design of such new portion, modification or
cxtension. The Wastewater Collection System will also be designed to meet all the
requirements of TCEQ and other regulatory agencies with applicable jurisdiction. Plans
and specifications for any such new portion, modification or extension of the Wastewater
Collection System will not be released for bid, and construction will not be initiated until
the plans and specifications for such facilities have been approved in writing by GBRA.
GBRA may, at its expense, inspect all construction of any new portion, modification or
extension of the Wastewater Collection System, and GBRA may make suggestions on
how the Wastewater Collection System may be optimized to interface and work in
conjunction with GBRA’s collection pipelines and the Canyon Plant. GBRA shall have
the right to witness all acceptance tests of the Wastewater Collection System or any
portion, modification or extension thereof, and GBRA will not be required to provide
treatment of any wastes from those systems until the applicable portions of the collection
systems pass those acceptance tests to GBRA’s satisfaction.

Section 12.02 After the Effective Date, GBRA shall inspect the connection of all
new Silverleaf residential titneshare buildings to the Wastewater Collection System. No
sewage will be received and treated by GBRA from any Silverleaf timeshare building
until GBRA has inspected and approved the connection of such building.

13. EXTENT OF SERVICE
GBRA will only be obligated to provide treatment for the number of Silverieaf
units for which a connection fee has been paid (if applicable) and can be served without
exceeding the permitted capacity of any component of the expanded Canyon Plant.
14. ADDITIONAL EXPANSION OF CANYON PLANT

Section 14.01 If requested by Silverleaf, GBRA will seck, at Silverleaf's
expense, the permit amendments from TCEQ necessary to further increase the capacity of



the Canyon Plant beyond that created by construction of the Additional Capacity. The
process to be used to implement an expansion to produce such added capacity requested
by Silverleaf will be mutually agreed by GBRA and Silverleaf,

Section 14.02 If GBRA desires to file an application with TCEQ for a permit
amendment to further increase the capacity of the Canyon Plant beyond that created by
construction of the Additional Capacity, GBRA will give Silverleaf 60 days notice prior
to filing such application. During this 60-day period, Silverleaf will have an opportunity
to give notice to GBRA that Silverleaf wants to participate in the expansion of the
Canyon Plant initiated by GBRA but only up to the extent such expansion is not needed
by GBRA or Other Customers. The extent of Silverleaf’s participation in such an
expansion implemented pursuant to this Section 14.02 will be based upon terms and
conditions mutually agreed by the Parties.

15. MANDATORY EXPANSION OR CURTAILMENT

After the Commencement Date, if users of the Canyon Plant from any source
produce flows in any consecutive three-month period in excess of 75% of the expanded
capacity of the Canyon Plant, GBRA will notify Silverleaf to limit or control the flow of
wastewater from the Wastewater Collection System into the Canyon Plant, and GBRA
will immediately begin the permitting and construction process accessary to increase the
capacity of the Canyon Plant; or GBRA will, with Silverleaf’s cooperation, seek a waiver
from TCEQ under its regulations. If GBRA obtains such a waiver, Silverleaf agrees to
limit its development and GBRA agrees to limit the connection of Other Customers so
that sewage flows in excess of the then-current capacity of the Canyon Plant and the
TCEQ waiver provisions are not produced.

16. OWNERSHIP OF TREATED EFFLUENT

Regardless of the source of the raw wastewater being treated at the Canyon Plant,
GBRA will own the treated effluent from the facility. GBRA may dispose of or use such
effluent as it desires without prior approval from Silverleaf, provided the disposal or
alternate use of such effluent does not interfere with the custornary uses and activities of
Silverleaf’s Hill Country Resort or create a nuisance for timeshare users of Silverieaf’s

property.
17. FEES AND CHARGES
Section 17.01 The following charges are payable by Silverieaf to GBRA:
a. During the Interim Period, before Silverleaf connects any unit to the

System, Silverleaf will complete a GBRA Service Agreement (a sample of
which is attached hercto as Exhibit “C”) for each unit and pay the then-
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Section 17.02 Notwithstanding anything herein to the contrary, all of the
payments to be made by Silverleaf under the Agreement shall be payable from any and
all sources available to Silverleaf, Silverleaf represents and covenants that adequate
assessments will be fixed and collected at all times to produce revenues that are adequate
to make prompt payment of all charges to be paid by Silverleaf to GBRA under this
Agreement. After the Commencement Date, GBRA will not be required to receive or
treat any wastewater for Silverleaf until all of the invoices described in Sections 17.01¢,
17.01d, 17.01e and 17.01f above have been paid to GBRA in full by Silverleaf.

Section 17.03 GBRA will render bills to Owner once each month for the
payments required under this Agreement. GBRA shall, unti] further notice, render such
bills on or before the 10th day of each month and such bills shall be due and payable at
GBRA's office indicated below by the 20th day after such bill is deposited into the United
States mail, properly stamped, addressed and postmarked to Silverleaf. GBRA may,
however, by sixty (60) days written notice change the monthly date by which it shall
render bills, and all bills shajl thereafter be due and payable twenty (20) days after such
bill is deposited into the United States mail, properly stamped, addressed and postmarked
to Silverleaf. Silverleaf shall make all payments in such coin or currency of the United
States of America as at the time of payment shall be legal tender for the payment of
public and private debts and shall make payment to GBRA at its office in the City of
Seguin, Texas, or at such other place as GBRA may from time to time designate by sixty
(60) days witten notice.

Section 17.04 All amounts due and owing to GBRA by Silverieaf shall, if not
paid when due, bear interest at the maximum rate permitted by law, provided that such
rate shall never be usurious. If any amount due and owing by Silverleaf is placed with an
attomey for collection by GBRA, Silverleaf shall pay to GBRA, in addition to all other
payments provided for by this Agrecment, including interest, GBRA's collection
expenses, including court costs and attorney’s fees. In the event Silverleaf is delinquent
in its payment to GBRA, GBRA shall give notice by certified mail or hand delivery of
such delinquency to Silverleaf, and Silverleaf shall have ten (10) business days to make
payment to GBRA. Silverleaf further agrees that GBRA may, at its option following such
ten-day period, suspend this Agreement until all amounts due and unpaid are paid in full
with interest as herein specified.

18. ADDITIONAL COVENANTS

Section 18.01 Silverleaf agrees to impose any nccessary deed restrictions on
lands within the Property in order to comply with the terms of GBRA's amended
discharge permit from TCEQ and the terms and conditions of this Agreement (including
a prohibition against the Prohibited Wastes described in Exhibit “D” to this Agreement).
The deed restrictions will also provide that no septic tanks, or other on-site waste disposal
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of treatment systems may be installed within the Property without GBRA's prior written
approval,

Section 18.02 GBRA will provide to Silverleaf at no cost any necessary rights of
way across GBRA’s property that Silverleaf may need to construct any new portion of
the Wastewater Collection System or any extension or modification thereof. The parties
shall mutually agree as to the location of such rights of way so as to minimize any
interference or inconvenience with the use of GBRA's property.

Section 18.03 Silverleaf will provide to GBRA at no cost any land or interests in
land owned by Silverieaf that is necessary to expand the Canyon Plant in order to provide
the Additional Capacity. The location and extent of such land or interest in land will be
mutually agreed by the Parties.

19. AGREEMENT CONDITIONED ON PERMITTING

Section 19.01 The Parties agree to cooperate with each other in pursuing all
permits and approvals that GBRA determines to be necessary or desirable for it to fulfill
its obligations under this Agreement. This Agreement is expressly conditioned on GBRA
obtaining all the necessary permits, approvals and governmental authorizations necessary
to construct and operate the cxpansion of the Canyon Plant designed to provide the
Additional Capacity.

Section 19.02 No party shajl be required to undertake any act or omission that
could rcasonably be expected to result in a violation of local, state, or federal statutes or
regulations.

20. TERM AND RIGHTS AFTER TERMINATION

Section 20.01 This Agreement shall be effective on the Effective Date and
continue in effect for a period of 40 yesrs, unless extended by mutual agreement of the
parties or terminated pursuant to any of the terms of this Agreement (the “Termination
Date"). .

Section 20.02 ARer the Termination Date, GBRA shall have no further obligation
to provide any wastewater treatment and disposal services for wastewater generated
within the Property.
21, FORCE MAJEURE
If for any reason of force majeure, either GBRA or Silvericaf shall be rendered

unable, wholly or in part, to carry out its obligations under this Agreement, other than the
obligation of Silverleaf to make the payments required under the terms of this
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Agreement, then if the Party shall give notice of the reasons in writing to the other Party
within a reasonablc time afler the occurrence of the event, or cause relied on, the
obligation of the Party giving the notice, so far as it is affected by the force majeure, shall
be suspended during the continuance of the inability then claimed, 50 long as such Party
is exercising due diligence to resume performance at the earliest practicable time. As
soon as reasonably possible after the occurrence of the force majeure relied upon, the
Party whose contractual obligations are affected thereby shall give notice and full
particulars of such force majeure to the other Party. The term "force majeure” as used in
this Agreement shall include, without limitation of the generality thereof, acts of God,
strikes, lockouts or other industrial disturbsnces, acts of public enemy, acts of terrorism,
orders or actions of any kind of government of the United States or of the State of Texas,
or any civil or military authority, insurrections, riots, epidemics, land slides, lightning,
earthquakes, fires, hurricanes, storms, floods, washouts, droughts, arrests, restraints of
government and people, civil disturbances, explosions, breakage or accident to dams,
machinery, pipelines, canals, or other structures, partial or entire failure of water supply
including pollution (accident or intentional), and any inability on the part of GBRA to
deliver sewer treatment and disposal services through the Canyon Plant on account of any
other cause not reasonably within the control of GBRA.

22. PERFORMANCE, VENUE AND MEDIATION

This Agreement is performable in Comal County, Texas. All parties agree that if
either party should defauit on any of the conditions and covenants hereunder or threaten
to do 50, or should it be necessary for any reason for either to hire or retain an attomney to
represent them in connection with this Agreement, the party found to be responsible
agrees to pay to the prevailing party a reasopable amount for costs and attorney’s fees.
Before the commencement of litigation, the parties agree to submit any dispute acising
hereunder not resolved by mutual agreement to non-binding mediation, with an impartial
third party ("Mediator") qualified under Tex. Civ. Prac. & Rem. Code. The Mediator
shall be selected by mutual agreement of the parties or by court order absent such
agreement. The parties agree that this agreement may be enforceable by specific
performance as well as any other remedy available at law or in equity. Venue over any
cause of action arising from this agreement shall fic in the courts of Comal County, Texas
and shall be subject to and interpreted by the laws of the State of Texas.

23. VOLUNTARY AGREEMENT IS UNDERSTOOD
GBRA and Silverleaf acknowledge receipt of a complete copy of this Agreement
and further acknowledge that they have carefully examined all terms and conditions and

fully understand the Agreement. Each party acknowledges that they voluntarily enter
into this Agreemeat only for the purposes and considerations recited herein.
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applicable connection fee charged by GBRA to provide wholesale sewer
service for such unit. The current connection fee is $£.450,00. The
connection fee may be adjusted by the GBRA Board of Directors at any
time and from time to time.

. Silverleaf will pay to GBRA, based on a monthly invoice from GBRA, for
GBRA's actual expenses related to hauling raw sewage from the Silverleaf
Holding Facilities constructed by Silverleaf to the Alternative Treatment
Locations pursuant to Section 5.02 above.

. For the expenses related to filing and processing the permit amendment
application with TCEQ for expansion of the Canyon Plant, GBRA will
pay for its internal staff time, benefits, administrative and general charges
(overhead), and travel. GBRA will also pay one-third (1/3rd) of the actual
cost of GBRA's third party legal and technical consultants up to a
maximum total payment by GBRA for such consultants of $50,000.
Based on a monthly invoice from GBRA, Silverleaf will reimburse GBRA
for the remainder of GBRA's actual cxpenscs for the legal and technical
consultants engaged by GBRA for filing and processing the permit
application. Provided however, if GBRA's actual expenses for such third
party legal and technical consultants reaches a total of $150,000, thereafter
such third party expenses will be divided equally so that each Party pays
50% of the remaining costs.

. In order to secure performance of Silverleaf’s obligation to pay for the
expansion of tbe Canyon Plant as provided in Section 7.03, Silverleaf
agrees to place in escrow the full amount of the Construction Contractor's
bid determined pursuant to Section 7.02. Prior to GBRA signing the
contract with the Construction Contractor for the expansion of the Canyon
Plant, GBRA will provide notice to Silverleaf of the Construction
Contractor selected to build the expansion of the Canyon Plant and the full
amount of the Construction Contractor's bid. Upon receiving such notice
from GBRA, Silverleaf will, within five (5) business days, deliver funds
equal to the full amount of such Construction Contractor’s bid to an
escrow agent selected by Silverleaf and approved in advance in writing by
GBRA, provided bowever that such approval by GBRA will not be
unreasonably withheld or delayed (the “Escrow Agent”). The Escrow
Agent shall invest these funds in an interest bearing account, the earnings
from which shall be payable to Silverieaf. Silverleaf and GBRA shall
instruct the Escrow Agent to make progress payments to GBRA as
portions of the expansion of the Canyon Plant are being constructed and
completed. The progress payments by the Escrow Agent to GBRA will be
based upon requests by GBRA and certified by the Silverleaf Engineer.
When GBRA and Silverleaf jointly notify the Escrow Agent that the
expansion of the Canyon Plant has been satisfactorily completed and all
costs bave been paid, the Escrow Agent shall return the remaining
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balance, If any, in the escrow account to Silverleaf, In no event shall
GBRA advance construction costs itself. The cost of any change orders
completed by the Construction Contractor pursuant to Section 7.06 will be
paid dircctly by Silverleaf based upon monthly invoices submitted to
Silverleaf by GBRA.

. Based on monthly invoices from GBRA, Silverleaf will pay to GBRA
$5,000 per month for GBRA's construction management and inspection
services during the Construction Period (the “GBRA Management Fee”).
Monthly invoices for partial months will be prorated, intially on the basis
of $167 per day. The “Construction Period” is defined as the period of
time from the date GBRA gives notice to proceed to the Construction
Contractor through the Commencement Date, The monthly GBRA
Management Fee will increase by three percent (3%) each year on the
anniversary of the Effective Date.

. Based on monthly invoices from GBRA, Silvericaf will reimburse GBRA

for its actual cost of materials testing, geotechnical investigations and
other construction-related expenses performed by GBRA in its capacity as
construction manager. The Silverleaf Engineer will approve such
invoices, but such approvals will not be unreasonably withheld or delayed.
Without Silverleaf’s approval, GBRA may authorize individual tests,
investigations and construction-related expenses of less than $2,500 per
activity and total charges for such tests, investigations and construction-
related expenses aggregating $10,000.

For each Silverleaf unit connected to the System during the Interim Period
and after the Commencement Date, Silverleaf will pay to GBRA the
monthly sewer service charge pursuant to this written Agreement and in
accordance with the GBRA Service Agreement as shown by example in
“Exhibit “C”. The current sewer service fee is $40.00 per unit per month.
The GBRA Board of Directors may adjust the service fee for the System
at any time and from time to time,

. Before any Silverleaf unit is connected to the System after the
Commencement Date, Silverleaf will pay to GBRA an inspection fee of
$50.00 per unit. The GBRA Board of Directors may adjust the inspection
fee for the System at any time and from time to time.

Before any Silverleaf unit is connected to the System following the
twenty-year (20-year) period set out in Section 10.02 above, Silverleaf
will complete a GBRA Service Agreement for each unit and pay to GBRA
the then-applicable connection fee charged by GBRA to provide
wholesals sewer service for such unit. The connection fee by be adjusted
by the GBRA Board of Directors at any time and from time to time.
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24, ADDRESSES AND NOTICE

Section 24.01 Unless aotherwise provided in this Agreement, any notice,
communication, request, reply, or advice (herein severally and collectively, for
convenience, called “Notice’) herein provided or permitted to be given, made, or
accepted by any Party to another Party must be in writing and may be given or be served
by depositing the same in the U.S. mail postpaid and registered or certified and addressed
to the Party to be notified, with return receipt requested, or by delivering the same to an
officer of such party, or by prepaid telegram, when appropriate, addressed to the party to
be notified. Notice deposited in the mail in the manner hereinabove described shall be
conclusively deemed to be effective. unless otherwise stated in this Agreement, from and
after the expiration of four (4) days after it is so deposited. Notice given in any other
manner shall be effective only if and when received by the Party notified. The official
addresses of the Parties for purposes of notices, correspondence or other matters arising
hereunder shali be the following until written notice to the other Party of any change:

TO SILVERLEAF: Silverleaf Resorts, Inc.
Attn:  Robert Mead, CEO
1221 Riverbend Drive, Suite 120
Dallas, Texas 75247
{214) 631-1166
Fax (214) 905-0514

TO GBRA: Guadalupe-Blanco River Authority
Attn: William E. West, Jr., General Manager
933 East Court Street
Sequin, Texas 78155
(830) 379-5822
Fax (830) 379-9718

Section 24.02 Any and al] notices or other communications required or permitted
by this Agreement or by law to be delivered to, served on or given to either party to this
Agreement, by the other party to this Agreement, shall be in writing and shall be deemed
properly delivered, given or served when personally delivered to the party to whom it is
directed, or in lieu of personal service, when deposited in the United States mail,
first-class postage prepaid, certified mail, return receipt requested, at the address for
notices set forth herein. The parties may change this address by giving written notice of
the change to the other party in the manner provided herein.
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25. SOLE AGREEMENT

This Agreement supersedes any and all other agreements, either oral or in writing,
between the parties hereto with respect to the subject matter hereof, and no other
agreement, statement or promise relating to the subject matter of this Agreement which is
not contained herein shall be valid or binding,

26. ASSIGNMENT

Silverleaf may not assign this Agreement without the prior written approval of
GBRA; provided, however, Silverleaf may assign its rights and obligations under this
Agreement to Algonquin Water Resources of Texas (“Algonquin™), upon giving written
notice of such assignment to GBRA and written documentation of Algonquin’s
assumption of such obligations, if and to the extent CCN No. 11072 or CCN No. 20815 is
lawfully transferred from Silverieaf to Algonquin. Thereafter, Algonquin shall be the
wholesale sewer customer of GBRA under this Agreement for the area covered by the
transferred CCN or portion thereof, and shall have all obligations under this Agreement
relating to such area and its retail operations; provided, however, as the real estate
developer ultimately benefiting from the terms of this Agreement, Sitverleaf shall retain
and continue to be responsible for all obligations and lisbilities under this Agreement
related to Sections S, 6, 7, 10, 12, 14, 15 and 8.

27. VALIDITY AND SEVERABILITY

The validity of this Agreement and any of its terms or provisions, as well as the
rights and dutics of the parties hereunder, shall be governed by the laws of the State of
Texas. The provisions of this Agreement are severable, and the judicially declared
invalidity of any provision(s) herein shall not invalidate the remainder so long as such
purpose and intent can be lawfully achieved.

28. AMENDMENT

This Agreement may be amended only by the mutual agreement of GBRA and

Silverleaf,
29, NUMBER AND GENDER
Wherever the context shall so require, all words herein in the male gender shall be

deemed to include the female or neuter gender, all singular words shall include the plural,
and all plural words shall include the singular.
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30. AUTHORSHIP

This Agreement shall be construed without regard to any party's authorship; and
no presumption will apply in favor or against any party in the interpretation of this
Agreement based upon authorship.

31. WAIVER

Failure to enforce or the waiver of any provision of this Agreement or any breach
or nonperformance by Silverleaf or GBRA shall not be deemed a waiver by GBRA or
Silverleaf of the right in the future to demand strict compliance and performance of any
provision of this Agreement. No officer or agent of GBRA is authorized to waive or
modify any provision of this Agreement.

32. NO THIRD PARTY BENEFICIARIES
This Agreement does not create any third party benefits to any person or entity

other than the signatories hereto and their authorized successors in interest, and is solely
for the consideration herein expressed.

In witness whereof, the parties hereto, acting under the authority of the respective
governing bodies, have caused this Agreement to be duly executed in multiple
counterparts, each of which shall constitute an original.
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EXECUTED in(GuodalumCOUNTY, TEXAS on BFC“ 3 ,2007.

GUADALUPE-BLANCO RIVER
AUTHORITY

/x%%,

William E. West, Jr.,
General Manager

ATTEST:

5

SILVERLEAF RESORTS, INC.

Robert Mead, Jr. CEO

ATTEST:
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THE STATE OF TEXAS §

COUNTY OF GUADALUPE §

BEFORE ME, the undersigned, a Notary Public in and for said State, on this day
personally appeared William E. West, Jr., known to me to be the person whose name is
subscribed to the foregoing instrument and acknowledged to me that the same was the act
of the GUADALUPE-BLANCO RIVER AUTHORITY, a conservation district and
political subdivision, and that he executed the same as the act of such conservation
district and political subdivision for the purposcs and consideration therein expressed,

and in the capacity therein stated.
GIVEN UNDER MY HAND AND SEAL OF OFFICE this the.aj,d _ day of

I\x:\ , 2007,

\\“mmu,,,
\ ’1
SBAL s\‘ ono %
§ % § Public for the State of Texas
E H Neme: Syugan K. Cochuran
",, . 2PN5 § Commission expires: |03=10-Of
70T 10. o
""mm\“‘
THE STATE OF TEXAS §
COUNTY OF DALLAS §

BEFORE ME, the undersigned, a Notary Public in and for said County and State,
on this day personally appeared Robert Mead, Jr. known to me to be the person whose

name is subscribed to the foregoing instrument and acknowledged to me that the same
was the act of Silverleaf Resorts, Inc., and that he executed the same for the purposes and

consideration therein expressed, and in the capacity therein stated.
UNDER MY HAND AND SEAL OF OFFICE this the 9" day of

0 L)
s , 2007,
Notary Public for the State of Texas
Name:
Commission expires:

7
20
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RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-11 Referencing the Direct Testimony of Matthew Garlick, Page 15, Lines 2-4,
to the extent not already provided, please provide a copy of the executed

Agreement for Wholesale Treatment and Disposal Services between
Silverleaf Resorts and GBRA.

RESPONSE: See the Agreement for Wholesale Sewage Treatment and Disposal Services,

dated April 9, 2007, between GBRA and Silverleaf Resorts provided in
response to OPUC RFI 1-10.

Prepared by: Steve Ruppenthal, Manager, Operations

Sponsored by: Matthew Garlick, President, Arizona and Texas



RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-12 Referencing the Direct Testimony of Matthew Garlick, Page 15, Lines 13-
15, please provide a copy of the notice that was provided by GBRA
informing Silverleaf Resorts that payments for expansion of the Canyon
Plant would be coming due.

RESPONSE: As stated in Mr. Garlick’s testimony, “[i]n early 2009, GBRA informed
Silverleaf Resorts that payments for expansion of the Canyon Plant would
be coming due shortly as construction of capacity progressed.” Liberty
Silverleaf cannot locate any written notices from GBRA to Silverleaf
Resorts as stated in this question.

Prepared by: Todd Wiley

Sponsored by: Matthew Garlick, President — West Region



RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-13 Referencing the Direct Testimony of Matthew Garlick, Page 16, Lines 1-2,
please provide a copy of the Note and Credit Agreement dated July 29, 2010
between Liberty Sub Corp and Silverleaf Resorts.

RESPONSE: See attached Note and Credit Agreement dated July 2010.

OPUC RFI 1-13 Note and Credit Agreement.pdf

Prepared by: Todd Wiley

Sponsored by: Matthew Garlick, President — West Region
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NOTE AND CREDIT AGREEMENT

by and between

SILVERLEAF RESORTS, INC,,
a Texas Corporation

and
LIBERTY WATER CO.

a Delaware Corporation

Dated as of July ,2010



NOTE AND CREDIT AGREEMENT

This NOTE AND CREDIT AGREEMENT is entered into as of July __ , 2010,
between SILVERLEAF RESORTS, INC., a Texas Corporation (“Borrower™) and LIBERTY
WATER CO., a Delaware Corporation (“Lender”).

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the parties hereby covenant and agree as follows:

ARTICLEI

DEFINITIONS

As used herein, the following words and terms shall have the respective meanings
indicated opposite each of them:

“Affiliate” shall mean any Person controlled by, controlling or under common control
with Borrower.

“Agreement” shall mean this Note and Credit Agreement, as the same may be amended,
modified or supplemented from time to time.

“Algonquin” shall mean Algonquin Water Resources of Texas, LLC.
“Assigned Rights” shall have the meaning assigned to it in Section 5.1.

“Authorized Officer” shall mean, as to any Person, the Chairman, the President, Chief
Executive Officer, Chief Financial Officer, Vice President or other officer duly authorized by the
board of directors of such Person.

“Borrower” shall have the meaning set forth in the first paragraph of this Agreement.
“Business Day” shall mean a day when Lender is open for business.

“Code” shall mean the Internal Revenue Code of 1986, as amended, as now or hereafter
in effect, together with all regulations, rulings and interpretations thereof or thereunder issued by
the Internal Revenue Service.

“Collateral” shall mean the property and collateral described in the Security Documents,
which grants a Lien in favor of Lender as security for the Obligations.

“Contingent Obligation” shall mean, with respect of any Person, any obligation of such
Person guaranteeing or intended to guarantee any Debt or other obligation (the “primary
obligation”) of any other Person (the “primary obligor”) in any manner, whether directly or
indirectly, including, without limitation, any obligation of such Person, whether or not
contingent, (a) to purchase any such primary obligation or any property constituting direct or
indirect security therefor, (b) to advance or supply funds (i) for the purchase or payment of any
such primary obligation or (ii) to maintain working capital or equity capital of the primary
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obligor or otherwise to maintain the net worth or solvency of the primary obligor, (c) to purchase
property, securities or services primarily for the purpose of assuring the owner of any such
primary obligation of the ability of the primary obligor to make payment of such primary
obligation or (d) otherwise to assure or hold harmless the owner of any such primary obligation
against loss in respect thereof; provided, that notwithstanding the foregoing, the term Contingent
Obligation shall not include endorsements of instruments for deposit or collection in the ordinary
course of business. The amount of any Contingent Obligation of any Person shall be the amount
of the primary obligation or such lesser amount to which the maximum exposure of such Person
shall have been specifically limited.

“Debt” shall mean, with respect to any Person at any time, without duplication, (a)
indebtedness for borrowed money or for the deferred purchase price of property or services
purchased, excluding unsecured trade accounts payable within 120 days after the creation
thereof, (b) all indebtedness of others for borrowed money or for the deferred purchase price of
property or services secured by a Lien on any property owned by such Person, whether or not
such indebtedness has been assumed by such Person, (c) capitalized lease obligations, (d) all
obligations payable out of the proceeds of production from property of such Person, whether or
not the obligation secured thereby shall have been assumed by such Person, and (e) Contingent
Obligations of such Person.

“Defanlt” shall mean any of the events specified in Section 10.1, whether or not there has
been satisfied any requirement in connection with such event for the giving of notice, or the
lapse of time, or the happening of any further condition, event or act.

“Dollars™ and “$” shall mean lawful currency of the United States of America.

“Event of Default” shall mean any of the events specified in Section 10.1, provided that
there has been satisfied any requirement in connection with such event for the giving of notice,
or the lapse of time, or the happening of any further condition, event or act.

“Extension Agreement” shall mean that certain Wastewater Facilities Extension
Agreement, dated as of the date hereof, by and between Borrower and Algonquin.

“GAAP” means generally accepted accounting principles set forth in the Accounting
Standards Codification, the single source of authoritative non-governmental U.S. generally
accepted accounting principles.

“Governmental Authority” shall mean any government, any state or other political
subdivision thereof, or any Person exercising executive, legislative, judicial, regulatory or
administrative functions of or pertaining to government.

“Governmental Requirement” means any law, statute, code, ordinance, order, rule,
regulation, judgment, decree, injunction, writ, edict, franchise, permit, certificate, license, award,
authorization or other direction, guideline, or requirement of any Governmental Authority,
including, without limitation, any requirement under common law.

Page 2
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“Highest Lawful Rate” shall mean, with respect to Lender, the maximum non-usurious
interest rate, if any, that at any time or from time to time may be contracted for, taken, reserved,
charged, or received with respect to the Loan or on other amounts, if any, due to Lender pursuant
to this Agreement or any other Loan Document, under laws applicable to Lender which are
presently in effect, or, to the extent allowed by law, under such applicable laws which may
hereafter be in effect and which allow a higher maximum non-usurious interest rate than
applicable laws now allow. At all times, if any, as Chapter 303 (“Chapter 303”) of the Texas
Finance Code, shall establish the Highest Lawful Rate for any purpose under this Agreement or
any other Loan Document, the Highest Lawful Rate shall be the “indicated rate ceiling” as
defined in Chapter 303 from time to time in effect. To the extent required by applicable law in
determining the Highest Lawful Rate with respect to Lender as of any date, there shall be taken
into account the aggregate amount of all payments and charges theretofore charged, reserved or
received by Lender hereunder or under the other Loan Documents which constitute or are
deemed to constitute interest under applicable law.

“incur” (including the correlative terms “incurred,” “incurring,” “incurs” and
“incurrence”), when used with respect to any Debt, shall mean create, incur, assume, guarantee
or in any manner become liable in respect of such Debit.

“Indemnified Parties” shall have the meaning set forth in Section 11.10.

“Investment” means, as applied to any Person, any direct or indirect purchase or other
acquisition by such Person of stock or other securities of any other Person, or any direct or
indirect loan, advance or capital contribution by such Person to any other Person, or any other
item which would be classified as an “investment” on a balance sheet of such Person prepared in
accordance with GAAP, including any direct or indirect contribution by such Person of property
or assets to a joint venture, partnership or other business entity in which such Person retains an
interest.

“Lender” shall have the meaning set forth in the first paragraph of this Agreement.

“Lien” shall mean (a) any interest in property (whether real, personal or mixed and
whether tangible or intangible) which secures the payment of Debt or an obligation owed to, or a
claim by, a Person other than the owner of such property, whether such interest is based on the
common law, statute or contract, including, without limitation, any such interest arising from
(and irrespective of whether created by such owner or another Person) a mortgage, charge,
pledge, security agreement, conditional sale, capitalized lease or trust receipt, or arising from a
lease, consignment or bailment given for security purposes, and (b) any exception to or defect in
the title to or ownership interest in such property, including, without limitation, reservations,
rights of entry, possibilities of reverter, encroachments, easements, rights of way and restrictive
covenants (other than minor exceptions to or irregularities in the title or ownership interest in
such property which do not materially impair the use of such property for its intended purpose).

“Loan” shall mean the credit facilities in the maximum amount of the Term Loan to be
funded by Lender to Borrower pursuant to the term of this Agreement as the same may be
renewed or extended or increased from time to time.
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“Loan Documents” shall mean this Agreement, the Security Agreement, and all
instruments, certificates and agreements now or hereafter executed or delivered to Lender
pursuant to any of the foregoing and the transactions connected therewith, and all amendments,
modifications, renewals, extensions, increases and rearrangements of, and substitutions for, any
of the foregoing.

“Material Adverse Effect” shall mean any material adverse effect on (a) the financial
condition, business, properties, assets, prospects or operations of Borrower or any Subsidiary,
(b) the ability of Borrower to repay the Obligations owing by Borrower or the ability of
Borrower to perform on a timely basis any other obligations under this Agreement or any other
Loan Document to which it is a party, (c) the validity or enforceability of any Loan Document or
(d) the rights and remedies of Lender under any Loan Document.

“Maturity Date” shall mean the earlier of (i) the date upon which the final Upgrade Cost
Payment is made pursuant to the Extension Agreement, (ii) the date that is 10 years following the
date hereof, subject to extension at the option of Lender, or (jii) the date of the acceleration of the
Obligations pursuant to the terms of the Loan Documents on which all outstanding principal and
accrued interest hereunder is due and payable.

“QObligations™ shall mean the Term Loan and all of the other obligations of Borrower now
or hereafter existing under the Loan Documents, whether for principal, interest, fees, expenses,
indemnification or otherwise.

“Officer’s Certificate” shall mean a certificate signed in the name of Borrower by an
Authorized Officer.

“Payment Date” shall mean the first day of each month, beginning with the first such day
following the month hereof (or if any such date is not a Business Day, then the next preceding
Business Day).

“Person” shall mean an individual, partnership, joint venture, corporation, limited
liability company, joint stock company, bank, trust, unincorporated organization and/or a
government or any department or agency thereof.

“Reserved Credit” shall have the meaning assigned to it in Section 2.1.

“Security Agreement” shall mean that certain Security Agreement, dated as of the date
hereof, executed by Borrower in favor of Lender.

“Security Documents” means each and every security agreement, guaranty, pledge,
mortgage, deed of trust or other collateral security agreement required by or delivered to Lender
from time to tome to secure the Obligations, or any portion thereof, including, without limitation,
the Security Agreement.

“Subsidiary” shall mean any corporation, partnership, limited liability company, joint
venture, association, bank or other business entity of which 50% or more of the indicia of equity
rights is at the time directly or indirectly owned by Borrower or any Subsidiary.
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“Term Loan” shall mean a term loan in an aggregate amount of principal outstanding not
to exceed $2,245,000, as the same may be increased with the express written consent of Lender.

“Upgrade Cost Payment” shall mean any Upgrade Cost Payment to Borrower pursuant
to, and as defined in, the Extension Agreement.

“Wire Request” shall mean Borrower’s request, in the form of the attached Exhibit A and
in accordance with the terms of Section 2.1(a), for the advance of funds pursuant to the Term
Loan in accordance with the wire instructions and account information provided therein .

ARTICLE I

THE CREDIT FACILITY
Section 2.1. Commitment.

() Term Loan. Upon the terms and conditions and relying upon the
representations and warranties set forth herein and in the other Loan Documents, Lender agrees,
upon receipt of the Wire Request in the form of the attached Exhibit A, to make the Term Loan
to Borrower in an initial advance and any subsequent advances as contemplated in Section
4.1(b), , provided that 10% of the initial amount advanced under such Term Loan (the “Reserved
Credit”) shall be withheld by Utility as security for the full performance of Developer under this
Agreement and the other Loan Documents.

(b) Promise to Pay. Upon the terms and conditions of this Agreement and the
other Loan Documents, Borrower agrees and promises to pay to the order of Lender the amount
of the Term Loan, together with interest on such amount as determined in accordance with the
provisions of Section 3.1 and payable on each Payment Date and the Maturity Date, commencing
with the first Payment Date following the date hereof.

(¢) Termination of Term Loan. The outstanding principal balance of the Term
Loan, together with all accrued but unpaid interest thereon shall be due and payable in full on the
Maturity Date,

(d) Use of Proceeds. The Term Loan shall be used for any internal business
purposes at the discretion of Borrower.

ARTICLE HI

INTEREST RATE PROVISIONS

Section 3.1. Interest Rate. The Term Loan shall bear interest on the unpaid principal
amount thereof from time to time outstanding, until the Maturity Date, at a rate per annum
(calculated based on a year of 360 days in each case for the actual days elapsed) equal to the
lesser of (a) 15.48%, or (b) the Highest Lawful Rate.
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ARTICLE IV
PAYMENTS

Section 4.1. Required Payments.

(a) Interest Payments. Beginning on the first Payment Date and continuing on
each subsequent Payment Date until the Maturity Date, Borrower shall make payments, in
immediately available funds, of interest owed in accordance with Section 3.1.

(b) Principal Payments. Upon receipt of any Upgrade Cost Payment pursuant to
the Extension Agreement, Borrower shall promptly pay to Lender the amount of such Upgrade
Cost Payment, which, upon the implementation of interim rates in respect of the rate case
pertaining to that portion of the Upgrade Cost included in the Rate Base (as each are defined in
the Extension Agreement) and giving rise to such Upgrade Cost Payment under the Extension
Agreement, shall be a payment in partial retirement of principal hereunder, provided that any
portion of any such Upgrade Cost Payment not permitted, upon subsequent hearing by the TCEQ
or otherwise, to be applied to the Rate Base of Algonquin shall be subject to full and prompt
refund to Algonquin in accordance with the terms of the Extension Agreement, and, if Algonquin
shall be required, by TCEQ or otherwise, to refund or pay to any person any portion of any
interim rates charged during the period prior to such adverse rate case disposition, Borrower
shall pay such amount in full to Lender contemporaneously with the refund of the Upgrade Cost
Payment required under the Extension Agreement, which such amount shall be a fee and shall
not be applied against the interest or principal due hereunder. If Lender at its sole discretion
elects to re-advance funds to Borrower to enable Borrower to refund to Algonquin any portion of
any such Upgrade Cost Payment not permitted into the Rate Base as contemplated in Exhibit C
of the Extension Agreement, then such advance will be considered an advance under Section 2.1
(@) hereof and the amount of principal owed hereunder shall be accordingly increased. All
outstanding principal owed hereunder is due not later than the Maturity Date, and Borrower shall
immediately pay to Lender any principal amount outstanding at such time.

Section 4.2. Optional Prepayments. Borrower shall have the right at any time and
from time to time to prepay, in whole or in part, without penalty, the Term Loan; provided, that
(a) at the time of such prepayment, no Default or Event of Default exists, (b) Borrower shall pay
at the time of such prepayment all accrued, but unpaid interest due and owing hereunder, and
(c) Borrower shall have delivered a notice of payment, as required in Section 4.3.

Section 4.3. Notice of Payments. Borrower shall give Lender at least thirty (30) days’
prior written notice of each prepayment proposed to be made by Borrower pursuant to
Section 4.2, specifying the principal amount thereof to be prepaid and the prepayment date.
Notice of such prepayment having been given, the principal amount of the Loan specified in such
notice, together with interest thereon to the date of prepayment, shall become due and payable on
such prepayment date.

Section 4.4. Place of Payment or Prepayment. All payments and prepayments made
in accordance with the provisions of this Agreement shall be made to Lender in immediately
available funds at the address referred to in Section 11.2.
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Section 4.5. No Prepayment Premium or Penalty. Each prepayment pursuant to
Section 4.2 shall be without premium or penalty.

Section 4.6. Payments on Business Day. Whenever any payment or prepayment
hereunder shall be stated to be due on a day other than a Business Day, such payment shall be
made on the next succeeding Business Day, and such extension of time shall in such case be
included in the computation of payment of interest.

ARTICLE V

TRANSFER OF CONTRACT RIGHTS

Section 5.1. Transfer. In consideration of the Loan, Borrower hereby transfers and
assigns to Lender all of its right to and interest in all payments (including the Upgrade Cost
Payments) under the Extension Agreement (the “Assigned Rights™), which such payments, when
and as actually received by Lender, shall constitute payments pursuant to Section 4.1(b). Any
payments pursuant to the Extension Agreement that are received by Borrower after the date
hereof shall be the property of Lender and shall be held in trust by Borrower for the benefit of
Lender and segregated from the funds and accounts of Borrower until such payments are
transferred to Lender.

ARTICLE V1

REPRESENTATIONS AND WARRANTIES
Borrower represents and warrants that:

Section 6.1. Organization and Qualification. Borrower is (i) duly organized, validly
existing and in good standing under the laws of the state of its organization and has full legal
right, power and authority to carry on its business as presently conducted and to execute, deliver
and perform its obligations under this Agreement and all other Loan Documents executed by it,
and (ii) is duly qualified to do business and in good standing in each jurisdiction in which the
nature of the business it conducts makes such qualification necessary or desirable.

Section 6.2. Authorization. Borrower’s execution, delivery and performance of the
Loan Documents executed by it (i) have been duly authorized by all necessary action under
Borrower’s organizational documents and otherwise, (ii) do not and will not require any consent
of any other person or entity, and (iii) do not and will not require any consent, license, permit
authorization or other approval (including foreign exchange approvals) of any Governmental
Authority, or any notice to, exemption by, any registration, declaration or filing with or the filing
of any other action in respect of any Governmental Requirement.

Section 6.3. No Conflicts. Neither execution or delivery by Borrower of any Loan
Document nor the fulfillment of or compliance with its terms and provisions will (i) violate any
Governmental Requirement of any Governmental Authority or the basic organizational
documents of Borrower or (ii) conflict with or result in a breach of the terms, conditions or
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provisions of, or cause a default under, any material agreement, instrument, franchise, license or
concession to which Borrower is a party or bound.

Section 6.4. Enforceability. Each Loan Document to which Borrower is a party has
been duly and validly executed, issued and delivered by Borrower, is in proper legal form for
prompt enforcement and is Borrower’s valid and legally binding obligation enforceable in
accordance with its terms. Borrower’s obligations under each Loan Document to which it is a
party rank and will rank at least equal in priority of payment with all of Borrower’s other debt.

Section 6.5. Accuracy of Information; No Material Adverse Change. All
information supplied to Lender and all statements made to Lender by or on behalf of Borrower in
connection with this Agreement are and will be true, correct, complete, valid and genuine in all
material respects. Each of Borrower’s financial statements furnished to Lender fairly presents
the financial condition and results of operations of Borrower as of its date and for the period then
ended. No material adverse change has occurred in the financial condition or results of
operations reflected in any such statements since their dates, and all assets listed on such
statements are subject to Borrower’s management control and disposition and, except as shown
therein, are available to satisfy any claim rightfully made pursuant to the Loan Documents
executed by Borrower. There has been no material adverse change in the financial condition or
results of operations of Borrower since December 31, 2009,

Section 6.6. Taxes. Borrower has filed all tax returns required to be filed and paid all
taxes shown thereon to be due by the due date or extension thereof, including interest and
penalties, except for taxes being diligently contested in good faith and for payment of which
adequate reserves have been set aside.

Section 6.7. Litigation and Other Proceedings. There is no condemnation or other
action, suit or proceeding pending or, to the best of Borrower’s knowledge, threatened against or
affecting Borrower or any Collateral, at law or in equity, or before or by any Governmental
Authority, which might result in any material adverse change in Borrower’s business or financial
condition or in any Collateral or in other material property of Borrower or any interest in it.

Section 6.8. No Defaults. Borrower is not in default with respect to any Governmental
Requirement, in the payment of any debt for borrowed money or under any agreement or other
papers evidencing or securing any such debt, which has not been waived.

Section 6.9. Solvency. Borrower is solvent and no bankruptcy or insolvency
proceedings are pending or contemplated by or, to Borrower’s knowledge, against Borrower.
Borrower’s liabilities and obligations under this Agreement and the other Loan Documents do
not and will not render Borrower insolvent, cause Borrower’s liabilities to exceed Borrower’s
assets or leave Borrower with too little capital to properly conduct all of its business as now
conducted or contemplated to be conducted.

Section 6.10. Representations and Warranties. No representation or warranty
contained in any Loan Document executed by Borrower and no statement contained in any
certificates, schedule, list, financial statement or other papers furnished to Lender by or on behalf
of Borrower contains or will contain any untrue statement of material fact, or omits or will omit
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to state a material fact necessary to make the statements contained herein or therein not
misleading.

Section 6.11. Compliance with Governmental Requirements. Borrower and the
property of Borrower covered by the Loan Documents are in compliance with all Governmental
Requirements and Borrower manages and operates (and will continue to manage and operate) its
business in accordance with good industry practices.

Section 6.12. Title to Properties. Borrower has good, sufficient and legal and
beneficial title to, or valid leasehold interest in, all of the assets listed on its balance sheet, and
the Collateral is subject to no Liens in any jurisdiction. The Collateral is not in the possession
of any third party bailee. In the event that Borrower, after the date hereof, intends to store or
otherwise deliver the Collateral to such a bailee, then Borrower will receive the prior written
consent of Lender and such bailee must acknowledge in writing that the bailee is holding such
Collateral for the benefit of Lender.

Section 6.13. Authorization to File. Borrower hereby authorizes Lender to file
financing statements, financing statement amendments and any other public statements or
notices of a security interest without notice to Borrower, with all appropriate jurisdictions, as
Lender deems appropriate, in order to perfect or protect Lender’s interest in the Collateral.

ARTICLE VII

CONDITIONS

Section 7.1. Initial Conditions. Lender will not be obligated to make the Term Loan
hereunder unless all of the following conditions shall be satisfied:

(a) Approvals. Borrower shall have obtained all orders, approvals or consents of
all Persons required for the execution, delivery and performance by Borrower of the Loan
Documents to which Borrower is a party.

(b) Required Documents and Certificates. Lender shall have received the
following, in each case in form, scope and substance satisfactory to Lender:

(i) the Security Agreement, duly executed by Borrower, and applicable
UCC-1 financing statements;

(ii) the Extension Agreement, duly executed by Borrower;

(iii) an Officer’s Certificate from Borrower, dated as of the date hereof,
certifying (A) the Articles of Incorporation and Bylaws, as amended and in effect, of
Borrower; (B)resolutions duly adopted by the Board of Directors of Borrower
authorizing the transactions contemplated by the Loan Documents; and (C)the
incumbency and specimen signatures of the officers of Borrower authorized to execute
documents on its behalf;
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(iv) a certificate (or certificates) from the appropriate public official(s) of
the jurisdiction in which Borrower is organized as to the continued existence and good
standing of Borrower;

(v) a certificate (or certificates) from the appropriate public official(s) of
each jurisdiction in which Borrower is authorized and qualified to do business as to the
due qualification and good standing of Borrower unless failure is not reasonably likely to
have a Material Adverse Effect;

(vi) a legal opinion from counsel for, and issued upon the express
instructions of, Borrower, in form, substance and scope reasonably satisfactory to Lender,
certifying that the representations and warranties contained in Sections 6.1, 6.2, 6.3 and
6.4 are true and correct on and as of the date hereof; and

(vii) such other documents as Lender shall reasonably request.
ARTICLE VIII
AFFIRMATIVE COVENANTS

Borrower covenants and agrees that until payment in full of the Obligations, Borrower
shall:

Section 8.1. Financial Statements and Information. Furnish or cause to be furnished
to Lender a copy of each of the following within the times indicated:

(a) as soon as available and in any event no later than 120 days after the end of
Borrower’s fiscal year, annual audited consolidated financial statements for Borrower, and all
notes thereto, including a balance sheet and statements of income, retained earnings and cash
flows for such fiscal year and the immediately preceding fiscal year in comparative form, all
prepared in conformity with GAAP on a consolidated basis and accompanied by a report and
opinion of independent certified public accountants satisfactory to Lender stating that such
accountants have conducted audits of such financial statements in accordance with generally
accepted auditing standards and that, in their opinion, such financial statements present fairly, in
all material respects, Borrower’s financial position as of their date and the results of Borrower’s
operations and cash flows for the period they covered in conformity with GAAP;

(b) as soon as available and in any event within 45 days after the end of each
quarter, unaudited consolidated financial statements for Borrower, including a balance sheet as at
the close of such quarter and an income statement for such quarter, all prepared in accordance
with GAAP on a consolidated basis and certified on behalf of Borrower by an appropriate officer
or other responsible party acceptable to Lender; and

(¢) such other information relating to Borrower’s financial condition and affairs
as Lender may from time to time reasonably request or as may be required from time to time by
any Loan Document.
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Section 8.2. Maintenance of Existence/Good Standing and Permits. Maintain (a) its
existence and obtain and maintain all franchises and permits necessary for Borrower
continuously to be in good standing in the State of Texas with full power and authority to
conduct its regular business and to own and operate its property; (b) all licenses, permits, other
authorization and agreements necessary to operate and maintain jts various businesses; and (c) its
property, including leasehold estates, in a good, operable condition.

Section 8.3. Compliance With Governmental Requirements. Conduct its business in
substantial compliance with all Governmental Requirements and comply with and punctually
perform all of the covenants, agreements and obligations imposed upon it to the extent any
failure to so comply could reasonably be expected to have a Material Adverse Effect or cause
any representation or warranty in the Loan Documents to be false or misleading.

Section 8.4. Payment of Obligations. Pay punctually and discharge when due, (a) any
debt incurred by it and discharge, perform and observe the covenants, provisions and conditions
to be performed, discharged and observed on its part in connection therewith or in connection
with any agreement or other instrument relating thereto or in connection with any mortgage,
pledge or lien existing at any time upon any of the property or assets of Borrower, provided,
however, that nothing contained in this Section 8.4 shall require Borrower to pay, discharge,
renew or extend any such indebtedness or to discharge, perform or observe any such covenants,
provisions and conditions so long as Borrower shall be diligently and in good faith contesting
any claims which may be asserted against it with respect to any such indebtedness or any such
covenants, provisions and conditions and shall set aside on its books reserves with respect
thereto deemed adequate by Lender; and (b) all taxes, lease payments and any other obligations
arising in connection with the ownership and operation of Borrower’s businesses.

Section 8.5. Notification of Material Adverse Change. Immediately upon acquiring
knowledge of any material adverse change in its assets, liabilities, financial condition, business,
operations, affairs or circumstances, notify Lender in writing thereof, setting forth the nature of
such change in reasonable detail, and take or cause to be taken all such steps as are necessary or
appropriate to remedy promptly any such change.

Section 8.6. Notification of Defaults. Immediately upon acquiring knowledge thereof,
notify Lender by telephone (and confirm such notice in writing within five (5) days) of the
existence of any Default or Event of Default hereunder or of any default or event of default
(however denominated) under any of the Loan Documents, or under the loan papers evidencing
and/or securing any other Debt, specifying the nature and duration thereof and what action
Borrower has taken, is taking and proposes to take with respect thereto. In no event shall silence
by Lender be deemed a waiver by it of a Default or an Event of Default. Borrower will take all
such steps as are necessary or appropriate to remedy promptly any such Default or Event of
Default.

Section 8.7. Additional Information, Furnish to Lender such information relating to
the Collateral or Borrower’s financial condition and affairs as Lender may from time to time
request or as may be required from time to time by any Loan Document.
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Section 8.8. Books and Records. At all times maintain proper books of record and
account in accordance with GAAP.

Section 8.9, Other Information. Borrower shall furnish to Lender from time to time
upon Lender’s request such other information relating to Borrower, the Collateral, or any other
security for the Loan.

ARTICLE IX

NEGATIVE COVENANTS

Borrower covenants and agrees that until payment in full of the Obligations, Borrower
will not, without obtaining the prior written consent of Lender:

Section 9.1. Liens. Create or suffer to be created or to exist any Lien on the Collateral,
Assigned Rights or Reserved Credit excepting only (a) Liens in favor of Lender to secure the
Obligations, Liens subordinated to Liens in favor of Lender under terms acceptable to Lender in
its sole discretion and to which Lender is a party, and (b) Liens created by operation of law in the
ordinary course of business for amounts not yet due (or being contested in good faith by
appropriate proceedings or other appropriate actions which are sufficient to prevent enforcement
of such Liens) and with respect to which adequate reserves or other appropriate provisions are
being maintained in accordance with GAAP.

Section 9.2. Organizational Documents. Modify or amend its organization documents
or suffer or permit a material modification or amendment to its organizational documents in any
manner that reasonably could be expected to affect any rights of Lender under the Loan
Documents or have a Material Adverse Effect.

Section 9.3. Change of Name or Location. Change its name or the location of its chief
executive office without first notifying Lender in writing of such change at least thirty (30) days
before its effective date.

Section 9.4. Character of Business. Change the general character of its business as
conducted on the date hereof, or engage in any type of business not reasonably related to its
business as presently conducted.

ARTICLE X

EVENTS OF DEFAULT; REMEDIES

Section 10.1. Events of Default. The occurrence of any of the following events shall
constitute an “Event of Default” (herein so called) under this Agreement:

(a) Borrower shall fail to pay when due any principal of or interest on the
Obligations or any monetary amount due under this Agreement or any other Loan Document and
such failure remains uncured for a period of ten (10) days after Borrower has been provided with
written notice thereof;
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(b) any covenant, agreement or condition contained in this Agreement or in any
other Loan Document is not fully and timely performed, observed or kept by Borrower in all
material respects and such failure of performance by Borrower remains uncured for a period of
thirty (30) days after Borrower has been provided written notice thereof;

(c) any representation, warranty, certification or statement made or deemed to
have been made by Borrower in this Agreement or by Borrower or any other Person (excluding
Lender) in any certificate, financial statement or other document delivered pursuant to this
Agreement, including, without limitation, any other Loan Document, shall prove to have been
incorrect in any material respect when made;

(d) any event or condition shall occur and continue unremedied or unwaived for a
period beyond any applicable cure period provided pursuant to the terms of any Debt of
Borrower in excess of $500,000, which entitles (or, with the giving of notice or lapse of time or
both, would entitle) the holder of any such Debt to accelerate the maturity thereof;

(e) Borrower shall commence a voluntary case or other proceeding seeking
liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy,
insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee,
receiver, liquidator, custodian or other similar official of it or any substantial part of its property,
or shall consent to any such relief or to the appointment of or taking possession by any such
official in an involuntary case or other proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall fail generally to pay its debts as they become due,
or shall take any corporate action to authorize any of the foregoing;

(Y aninvoluntary case or other proceeding shall be commenced against Borrower
seeking liquidation, reorganization or other relief with respect to it or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment
of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of
its property, and such involuntary case or other proceeding shall remain undismissed and
unstayed for a period of thirty (30) days; or an order for relief shall be entered against Borrower
under the federal bankruptcy laws as now or hereafier in effect;

(g) one or more final judgments or orders for the payment of money in an
aggregate amount outstanding at any time in excess of $500,000 shall be rendered against
Borrower and such judgment or order (i) shall continue unsatisfied and unstayed (unless bonded
with a supersedeas bond at least equal to such judgment or order) for a period of thirty (30) days
or (ii) is not fully paid and satisfied at least ten days prior to the date on which any of its assets
may be lawfully sold to satisfy such judgment or order;

(h) one or more judgments or orders for the payment of money shall be rendered
against Borrower, whether or not otherwise bonded or stayed, which has a Material Adverse
Effect; or

(i) the sale, pledge, encumbrance, assignment or transfer, voluntarily or
involuntarily, of any of the Borrower’s interest in the Collateral, without the prior written
consent of Lender.
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Section 10.2. Remedies. If any of the Events of Default specified in Section 10.1 shall
occur, then (a) Lender shall be entitled to declare the Obligations and all interest accrued and
unpaid thereon, and all other amounts payable pursuant to the Obligations, this Agreement, and
the other Loan Documents, to be forthwith due and payable, whereupon the Obligations, all such
interest and all such other amounts, shall become and be forthwith due and payable without
presentment, demand, protest, or further notice of any kind (including, without limitation, notice
of default, notice of intent to accelerate and notice of acceleration), all of which are hereby
expressly waived by Borrower, and (b) Lender may avail itself of any and all powers, rights and
remedies available at law or provided in this Agreement and the other Loan Documents or any
other document executed pursuant hereto or in connection herewith; provided, however, that
with respect to any Event of Default described in Section 10.1{e) or 10.1(f}, the entire unpaid
principal amount of the Obligations, all interest accrued and unpaid thereon and all such other
amounts payable under the Obligations, this Agreement and the other Loan Documents, shall
automatically become immediately due and payable, without presentment, demand, protest, or
any notice of any kind (including, without limitation, notice of default, notice of intent to
accelerate and notice of acceleration), all of which are hereby expressly waived by Borrower.

Section 10.3. Certain Other Remedial Matters. Upon the occurrence of any Event of
Default, Lender shall also have the right immediately and without notice, to take possession of
and exercise possessory rights with regard to any property securing payment of the Obligations,
including but not limited to the Collateral. All powers, rights and remedies of Lender set forth in
this Article X shall be cumulative and not exclusive of any other power, right or remedy
available to Lender under any Governmental Requirement or under this Agreement, the other
Loan Documents or any other document executed pursuant hereto or in connection herewith to
enforce the performance or observance of the covenants and agreements contained in this
Agreement and the other Loan Documents, and no delay or omission of Lender to exercise any
power, right or remedy shall impair any such power, right or remedy, or shall be construed to be
a waiver of the right 1o exercise any such power, right or remedy. Every power, right or remedy
of Lender set forth in this Agreement, the other Loan Documents or any other document
executed pursuant hereto or in connection herewith, or afforded by Governmental Requirement
may be exercised from time to time, and as often as may be deemed expedient by Lender.

ARTICLEXI
MISCELLANEOUS

Section 11.1. Waivers, Ete. No failure or delay on the part of Lender in exercising any
power or right hereunder shall operate as a waiver thereof, nor shall any single or partial exercise
of any such right or power, or any abandonment or discontinuance of steps to enforce such a
right or power, preclude any other or further exercise thereof or the exercise of any other right or
power. No course of dealing between Borrower and Lender shall operate as a waiver of any
right of Lender. No modification or waiver of any provision of this Agreement or any other
Loan Document nor consent to any departure by Borrower therefrom shall in any event be
effective unless the same shall be in writing, and then such waiver or consent shall be effective
only in the specific instance and for the purpose for which given. No notice to or demand on
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Borrower in any case shall entitle Borrower to any other or further notice or demand in similar or
other circumstances.

Section 11.2. Notices. All notices and other communications provided for herein shall
be in writing (including telex, facsimile, or cable communication) and shall be mailed, couriered,
telecopied, telexed, cabled or delivered addressed as follows:

If to Borrower:

Silverleaf Resorts, Inc.

Attn; Robert E. Mead

1221 River Bend Drive, Suite 120
Dallas, Texas 75247

Telephone : (214) 631-1166
Facsimile: (214) 905-0514

If to Lender:

Liberty Water Co.

Attn: President

2845 Bristol Circle
QOakville, Ontario

Canada L6H 7H7
Telephone: 905 465-4500
Facsimile: (905) 465-4514

or as to Borrower or Lender, to such other address as shall be designated by such party in a
written notice to the other parties. All such notices and communications shall, when mailed,
delivered by courier, telecopied, telexed, transmitted, or cabled, become effective when three (3)
Business Days have elapsed after being deposited in the mail (with first class postage prepaid
and addressed as aforesaid), or when confirmed by telex answerback, transmitted to the correct
telecopier, or delivered to the courier or the cable company, except that notices and
communications from Borrower to Lender shall not be effective until actually received by
Lender.

Section 11.3. GOVERNING LAW. EACH LOAN DOCUMENT SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF TEXAS AND THE UNITED STATES OF AMERICA.

Section 11.4. Survival of Representations, Warranties and Covenants. All
representations, warranties and covenants contained herein or in the other Loan Documents or
made in writing by Borrower in connection herewith or therewith shall survive the execution and
delivery of this Agreement and the Note, and will bind and inure to the benefit of the respective
successors and assigns of the parties hereto, whether so expressed or not. No investigation at any
time made by or on behalf of Lender shall diminish Lender’s right to rely thereon.

N R] 2 Page 15
5843659v.8



Section 11.5. Counterparts; Execution by Facsimile Transmission. This Agreement
may be executed in several counterparts, and by the parties hereto on separate counterparts, and
each counterpart, when so executed and delivered, shall constitute an original instrument, and all
such separate counterparts shall constitute one and the same instrument. The method of
execution of each Loan Document may be by means of facsimile transmission, and delivery of
such a facsimile transmission shall be deemed an original for purposes hereof.

Section 11.6. Separability. Should any clause, sentence, paragraph or section of this
Agreement be judicially declared to be invalid, unenforceable or void, such decision shall not
have the effect of invalidating or voiding the remainder of this Agreement, and the parties hereto
agree that the part or parts of this Agreement so held to be invalid, unenforceable or void will be
deemed to have been stricken herefrom and the remainder will have the same force and
effectiveness as if such part or parts had never been included herein. Each covenant contained in
this Agreement shall be construed (absent an express contrary provision herein) as being
independent of each other covenant contained herein, and compliance with any one covenant
shall not (absent such an express contrary provision) be deemed to excuse compliance with one
or more other covenants.

Section 11.7. Descriptive Headings. The section headings in this Agreement have been
inserted for convenience only and shall be given no substantive meaning or significance
whatsoever in construing the terms and provisions of this Agreement.

Section 11.8. Successors and Assigns; Participations.

(a) All covenants, promises and agreements by or on behalf of Borrower or
Lender contained in this Agreement and the other Loan Documents shall bind and inure to the
benefit of their respective successors and permitted assigns. Borrower may not assign or transfer
any of its rights or obligations under the Loan Documents without the prior written consent of
Lender.

Section 11.9. Interest. All agreements between Borrower and Lender, whether now
existing or hereafter arising and whether written or oral, are hereby expressly limited so that in
no contingency or event whatsoever, whether by reason of demand being made on the
Obligations or otherwise, shall the amount contracted for, charged, reserved or received by
Lender for the use, forbearance, or detention of the money to be loaned under this Agreement or
otherwise or for the payment or performance of any covenant or obligation contained herein or in
any other Loan Document exceed the Highest Lawful Rate. If, as a result of any circumstances
whatsoever, fulfillment by Borrower of any provision hereof or of any of such documents, at the
time performance of such provision shall be due, shall involve transcending the limit of validity
prescribed by applicable usury law or result in Lender having or being deemed to have
contracted for, charged, reserved or received interest (or amounts deemed to be interest) in
excess of the maximum lawful rate or amount of interest allowed by applicable law to be so
contracted for, charged, reserved or received by Lender, then, ipso facto, the obligation to be
fulfilled by Borrower shall be reduced to the limit of such validity, and if, from any such
circumstance, Lender shall ever receive interest or anything which might be deemed interest
under applicable law which would exceed the Highest Lawful Rate, such amount which would
be excessive interest shall be refunded to Borrower, or, to the extent (i) permitted by applicable
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law and (ii) such excessive interest does not exceed the unpaid principal balance of the
Obligations, applied to the reduction of the principal amount owing on account of the
Obligations and not to the payment of interest. All sums paid or agreed to be paid to Lender for
the use, forbearance, or detention of the indebtedness of Borrower to Lender shall, to the extent
permitted by applicable law, be amortized, prorated, allocated, and spread throughout the full
term of such indebtedness until payment in full of the principal thereof (including the period of
any renewal or extension thereof) so that the inferest on account of such indebtedness shall not
exceed the Highest Lawful Rate. The terms and provisions of this Section 11.9 shall control and
supersede every other provision hereof and of all other agreements between Borrower and
Lender. Borrower and Lender agree that Chapter 15 of the Texas Finance Code shall not apply
to this Agreement or the Loan.

IT IENT Page 17
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Section 11.10. Indemnification. Borrower agrees:

(a) TO INDEMNIFY LENDER, ITS AFFILIATES AND EACH OF THEIR
RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES, SHAREHOLDERS,
REPRESENTATIVES, AGENTS, ATTORNEYS, ACCOUNTANTS AND EXPERTS
(“INDEMNIFIED PARTIES”) FROM, HOLD EACH OF THEM HARMLESS AGAINST
AND PROMPTLY UPON DEMAND PAY OR REIMBURSE EACH OF THEM FOR,
THE INDEMNITY MATTERS WHICH MAY BE INCURRED BY OR ASSERTED
AGAINST OR INVOLVE ANY OF THEM (WHETHER OR NOT ANY OF THEM IS
DESIGNATED A PARTY THERETO) AS A RESULT OF, ARISING OUT OF OR IN
ANY WAY RELATED TO (I) ANY ACTUAL OR PROPOSED USE BY BORROWER
OF THE PROCEEDS OF THE LOAN, (Il) THE EXECUTION, DELIVERY AND
PERFORMANCE OF THE LOAN DOCUMENTS, (IIl) THE OPERATION OF THE
BUSINESS OF BORROWER OR THE SUBSIDIARIES, (IV) THE FAILURE OF
BORROWER OR ANY OF THE SUBSIDIARIES TO COMPLY WITH THE TERMS OF
ANY LOAN DOCUMENT OR WITH ANY GOVERNMENTAL REQUIREMENT,
(V) ANY INACCURACY OF ANY REPRESENTATION OR ANY BREACH OF ANY
WARRANTY OF BORROWER OR ANY OF THE SUBSIDIARIES SET FORTH IN
ANY OF THE LOAN DOCUMENTS, (VI) ANY ASSERTION THAT LENDER WAS
NOT ENTITLED TO RECEIVE THE PROCEEDS RECEIVED PURSUANT TO THE
LOAN DOCUMENTS OR (VII) ANY OTHER ASPECT OF THE LOAN DOCUMENTS,
INCLUDING, WITHOUT LIMITATION, THE REASONABLE FEES AND
DISBURSEMENTS OF COUNSEL AND ALL OTHER EXPENSES INCURRED IN
CONNECTION WITH INVESTIGATING, DEFENDING OR PREPARING TO DEFEND
ANY SUCH ACTION, SUIT, PROCEEDING (INCLUDING ANY INVESTIGATIONS,
LITIGATIONS OR INQUIRIES) OR CLAIM AND INCLUDING ALL INDEMNITY
MATTERS ARISING BY REASON OF THE NEGLIGENCE OF ANY INDEMNIFIED
PARTY (EXCEPT AS TO THE EXTENT ANY SUCH INDEMNITY MATTERS HAVE
BEEN CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF
SUCH INDEMNIFIED PARTY, IT BEING THE INTENT OF THE PARTIES THAT
EACH INDEMNIFIED PARTY SHALL BE INDEMNIFIED FROM INDEMNITY
MATTERS CAUSED BY THE NEGLIGENCE, WHETHER SOLE, JOINT,
CONCURRENT, CONTRIBUTORY, ACTIVE OR PASSIVE, OF SUCH INDEMNIFIED
PARTY); AND

(b) TO INDEMNIFY AND HOLD HARMLESS FROM TIME TO TIME
THE INDEMNIFIED PARTY FROM AND AGAINST ANY AND ALL LOSSES,
CLAIMS, COST RECOVERY ACTIONS, ADMINISTRATIVE ORDERS OR
PROCEEDINGS, DAMAGES AND LIABILITIES TO WHICH ANY SUCH PERSON
MAY BECOME SUBJECT (I) UNDER ANY ENVIRONMENTAL LAW APPLICABLE
TO BORROWER, THE SUBSIDIARIES, OR ANY OF THEIR PROPERTIES,
INCLUDING, WITHOUT LIMITATION, THE TREATMENT OR DISPOSAL OF
HAZARDOUS SUBSTANCES ON ANY OF THEIR PROPERTIES, (II) AS A RESULT
OF THE BREACH OR NON-COMPLIANCE BY BORROWER OR ANY SUBSIDIARY
WITH ANY ENVIRONMENTAL LAW APPLICABLE TO BORROWER OR ANY
SUBSIDIARY, (IIHDUE TO PAST OWNERSHIP BY BORROWER OR ANY
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SUBSIDIARY OF ANY OF ITS PROPERTIES OR PAST ACTIVITY ON ANY OF ITS
PROPERTIES WHICH, THOUGH LAWFUL AND FULLY PERMISSIBLE AT THE
TIME, COULD RESULT IN PRESENT LIABILITY, (IV) THE PRESENCE, USE,
RELEASE, STORAGE, TREATMENT ORDISPOSAL OF HAZARDOUS
SUBSTANCES ON OR AT ANY OF THE PROPERTIES OWNED OR OPERATED BY
BORROWER OR ANY SUBSIDIARY OR (V) ANY OTHER ENVIRONMENTAL,
HEALTH OR SAFETY CONDITION IN CONNECTION WITH THE BUSINESS OF
BORROWER OR ANY SUBSIDIARY.

(c) Borrower’s obligations under this Section 11.10 shall survive the termination
of this Agreement and the payment in full of the Obligations and all other amounts payable
hereunder.

Section 11.11. Amendments, Etc. No amendment or waiver of any provision of this
Agreement or any other Loan Document, nor consent to any departure by Borrower herefrom or
therefrom, shall in any event be effective unless the same shall be in writing and signed by
Borrower, as to amendments, and by Lender in all cases, and then, in any case, such waiver or
consent shall be effective only in the specific instance and for the specific purpose for which
given.

Section 11.12. Relationship of the Parties. This Agreement provides for the making of
a loan by Lender, in its capacity as a lender, to Borrower, in its capacity as a borrower, and for
the payment of interest and repayment of principal by Borrower to Lender. The relationship
between Lender and Borrower is limited to that of creditor/secured party, on the one hand, and
debtor, on the other hand. The provisions herein for compliance with financial, environmental,
and other covenants, delivery of financial, environmental and other reports, and financial,
environmental and other inspections, investigations, audits, examinations or tests are intended
solely for the benefit of Lender to protect its interests as a lender in assuring payments of interest
and repayment of principal and nothing contained in this Agreement or any other Loan
Document shall be construed as permitting or obligating Lender to act as financial or business
advisors or consultants to Borrower or any Subsidiary, as permitting or obligating Lender to
control Borrower or any Subsidiary or to conduct or operate Borrower’s or any Subsidiary’s
operations, as creating any fiduciary obligation on the part of Lender to Borrower or any
Subsidiary, or as creating any joint venture, agency, or other relationship between the parties
other than as explicitly and specifically stated in this Agreement. Borrower acknowledges that it
has had the opportunity to obtain the advice of experienced counsel of its own choosing in
connection with the negotiation and execution of this Agreement and the other Loan Documents
and to obtain the advice of such counsel with respect to all matters contained herein. Borrower
further acknowledges that it is experienced with respect to financial and credit matters and has
made its own independent decision to apply to Lender for the financial accommodations
provided hereby and to execute and deliver this Agreement and the other Loan Documents.

Section 11.13. Certain Matters of Construction. The masculine and neuter genders
used in this Agreement each includes the masculine, feminine and neuter genders, and whenever
the singular number is used, the same shall include the plural where appropriate, and vice versa.
Wherever the term “including” or a similar term is used in this Agreement, it shall be read as if it
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were written “including by way of example only and without in any way limiting the generality
of the clause or concept referred to.”

Section 11.14. JURY TRIAL WAIVER. EACH OF BORROWER AND LENDER,
FOR ITSELF AND ANY OF ITS AFFILIATES, HEREBY WAIVES ANY RIGHT TO A
JURY TRIAL WITH RESPECT TO ANY MATTER ARISING OR RELATING TO THIS
AGREEMENT, THE NOTE OR THE OTHER LOAN DOCUMENTS OR THE
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY.

Section 11.15. FINAL AGREEMENT. THIS WRITTEN AGREEMENT AND
THE OTHER LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT
BETWEEN THE PARTIES WITH RESPECT TO THE SUBJECT MATTER HEREOF
AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS OF THE
PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE
PARTIES.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto, by their respective officers thereunto duly
authorized, have executed this Agreement effective as of __,2010.

BORROWER:

SILVERLEAF RESORTS, INC.,
a Texas corporation

L ()

Name: ‘f White, Jr. /
Title: Chlef Financial Officer

LENDER:

LIBERTY WATER CO.,
a Delaware corporation

By:
Name:
Title:

Algonquin is executing this Agreement for the sole and limited purpose of consenting to the
provisions of Section 5.1,

ALGONQUIN:

ALGONQUIN WATER RESOURCES OF
TEXAS, LLC,
a

By:
Name:
Title:
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IN WITNESS WHEREQOF, the parties hereto, by their respective officers thereunto duly
authorized, have executed this Agreement effective as of , 2010,

BORROWER:

SILVERLEAF RESORTS, INC,,
a Texas corporation

By:
Name:
Title:

LENDER:

LIBERTY WATER CO,,

Algonquin is executing this Agreement for the sole and limited purpose of consenting to the
provisions of Section 5.1.

ALGONQUIN:

ALGONQUIN WATER RESOURCES OF
TEXAS, LLC,
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Exhibit A
Wire Request

Having duly executed and delivered that certain Note and Credit Agreement (the “Agreement”),
dated as of July ___, 2010, by and between Silverleaf Resorts, Inc., a Texas Corporation
(“Silverleaf™), and Liberty Water Co., a Delaware corporation (“Liberty”), Silverleaf hereby (i)
certifies that all of the representations and warranties of Silverleaf included in the Agreement are
true and correct as of the date hereof, (ii) certifies that Silverleaf is not in breach of any covenant
of the Agreement, and (iii) requests that Liberty wire the advance contemplated by Section 2.1(a)
of the Agreement to Siiverleaf in accordance with the following wire instructions:

Financial Institution:

Name on Account:

Routing No.:

Account No.:

SILVERLEAF RESORTS, INC,,
a Texas corporation

By:
Name:
Title:

5843659v.8



RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-14 Referencing the Direct Testimony of Matthew Garlick, Page 16, Lines 6-7,
please provide a copy of the Wastewater Facilities Line Extension
Agreement between Liberty and Silverleaf Resorts.

RESPONSE: See attached file: OPUC RFI 1-14 Wastewater Faciliites Extension
Agreement dated July 2010.pdf.

Prepared by: Steve Ruppenthal, Manager, Operations

Sponsored by: Matthew Garlick, President, Arizona and Texas



THIS WASTEWATER FACILITIES EXTENSION AGREEMENT (this
“Agreement”), is entered into this __ day of July, 2010, by and between ALGONQUIN
WATER RESOURCES OF TEXAS, LLC a Texas limited liability company (“Utility”), and
SILVERLEAF RESORTS INC., a Texas Corporation (“Developer” and, together with Ultility,
the “Parties,” each of which individually is a “Party”).

RECITALS

WHEREAS, the Utility is a retail public sewer utility and holds a Certificate of
Convenience and Necessity granted by the Texas Commission on Environmental Quality (the
“Comumission”), as well as other required permits and governmental approvals authorizing it to
provide wastewater utility service in the area that encompasses the Hill Country Resort (the
“Development”) located in Comal County, Texas; and

WHEREAS, the Utility is currently providing wastewater collection service to the built
out portion of the Development, and such wastewater is currently treated and disposed of by a
wastewater treatment plant (the “GBRA Facility”) owned and operated by the Guadalupe Blanco
River Authority (the “GBRA™); and

WHEREAS, in anticipation of increased demand for wastewater treatment and disposal
capacity as the remainder of the Development is built out in the near future and pursuant to that
certain Agreement for Wholesale Sewage Treatment and Disposal Services, dated April 9, 2007,
by and between Developer and GBRA (the “GBRA_Agreement”), Developer has incurred and
paid to subcontractors and/or the GBRA construction costs in the total amount of approximately
$2,245,000 (as set forth in more detail on the attached Exhibit B, the “Upgrade Cost”) to
upgrade and expand the sewer treatment plant, sludge disposal facilities, effluent disposal
facilities and related appurtenances located at the GBRA Facility (as more particularly described
in the attached Exhibit A, the “‘New Facilities™); and

WHEREAS, pursuant to the GBRA Agreement, Developer has the right to exclusive use
of up to 80,000 gallons per day of additional wastewater treatment capacity (the “Rights™); and

WHEREAS, Developer is prepared to transfer the Rights to Utility, and Utility is
prepared to accept the Rights, in accordance with the terms of this Agreement.

NOW, THEREFORE, the Parties hereby agree as follows:
AGREEMENT

L SERVICE; APPLICABLE RATES

A. Service. The wastewater collection service provided by the Utility to the
Development (the “Service”) shall be in accordance with good utility practice for wastewater
utility service and consistent with the Utility’s Tariff, the Commission’s Rules and
Regulations (the “Rules™) and all other applicable laws and regulations

B. Applicable Rates. The charges for the Service shall be at the applicable rates
of the Utility (the “Rates”) which are maintained on file with the Commission. The Rates are
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IL.

subject to change from time to time upon application of the Utility and approval by the
Commission.

ASSIGNMENT OF RIGHTS

A. Rights to Capacity. Developer hereby sells, transfers and assigns to Utility
all of its right in and title to the Rights, which shall be the sole property of Utility, free and
clear of any liens or encumbrances.

B. Liens. Developer acknowledges its duty to obtain lien waivers from all
persons providing labor, materials or services in respect of the New Facilities. Developer
hereby irrevocably waives any rights it may now have or which it may acquire hereafter to
record liens against the New Facilities, the Utility or its property. Developer shall also
promptly pay, satisfy and discharge, or bond over, all mechanics’, material men’s and other
liens, and all claims, obligations and liabilities which may be asserted against the Utility or
its property by reason of Developer’s construction of the New Facilities.

III. 'WORKMANSHIP, MATERIALS, EQUIPMENT AND MACHINERY;

IV.

A. Materials, Workmanship, Equipment and Machinery. Developer hereby
acknowledges and agrees that Utility shall have no liability or responsibility for the design

and construction of the New Facilities, and Developer agrees to indemnify and hold Utility
harmless against and from any claims, liabilities or losses regarding, relating to or arising out
of the design or construction of the New Facilities.

INVOICES; UPGRADE COST ADJUSTMENTS; TIME OF PAYMENT;
INCOME TAX; REFUND; TRANSFER; ASSIGNMENT

A. Invoices. Developer agrees to furnish Utility, within thirty (30) days after
execution of this Agreement, copies of subcontractor, vendor and all other invoices
evidencing the expenditure of all direct and reasonable funds comprising the Upgrade Cost.

B. Adjustments to Upgrade Cost. Notwithstanding any contrary provision
hereof, the Upgrade Cost shall be adjusted as follows: ‘ :

1. Upon the failure of Developer to provide invoices in respect of any
amount of the Upgrade Cost in accordance with Section IV(A), the
Upgrade Cost shall be reduced by such amount; and

2. Upon Developer’s presentation to Utility, within thirty (30) days after
execution of this Agreement, reasonably sufficient evidence of any
additional direct and reasonable cost relating to the construction of the
New Facilities, which was unknown to Developer at the time of the
execution of this Agreement but otherwise falls within the scope of the
Upgrade Cost, the amount of the Upgrade Cost shall be increased by such
additional cost, provided that Utility shall have the right to deny any and
all such increases to the extent that the aggregate amount of such increases
exceeds $10,000.
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C. Upgrade Cost Payments. Subject to the terms of this Agreement, the Utility
shall pay to Developer (each payment an “Upgrade Cost Payment” and collectively, the
“Upgrade Cost Payments™) such amounts, and at such times, as are provided for consistent
with the methodology set out in Exhibit C attached hereto (the “Payment Schedule). The
Upgrade Cost Payments shall continue in accordance with the Payment Schedule until the
earlier of the following events: (i) the total of the Upgrade Cost Payments equals the value of
the total Upgrade Cost adjusted for depreciation (if any), as further detailed in Exhibit C, or
(ii) 10 years following the date hereof.

D. Maximum Payment; Interest on Upgrade Cost; Limitation on Revenues.
The total of the Upgrade Cost Payments shall in no event exceed the amount of the Upgrade

Cost, as adjusted for depreciation and otherwise pursuant to the terms of this Agreement. No
interest shall be paid by the Utility on any amount of the Upgrade Cost or the Upgrade Cost
Payments.

E. Transfer of Rights. In the event of the sale, conveyance or transfer of the
Rights by the Utility, pursuant to the approval of the Commission, the Utility’s payment
obligation under Section IV(C) hereof shall terminate (except as to any payment which is
then due), conditioned upon the transferee assuming, and agreeing to pay Developer, any
sums becoming payable to Developer thereafter in accordance with the provisions of this
Agreement.

F. Assignment; Utility’s Right of First Refusal. Developer shall not assign
this Agreement, or any of its rights or obligations hereunder, to any other party without the
prior written consent of Utility.

V. RISK; INDEMNIFICATION; INSURANCE

A. Indemnification. Developer shall indemnify and hold Utility, its affiliates,
and their respective officers, directors, employees and agents harmless for, from and against
all claims or other liability, whether actually asserted or threatened, arising out of or related
to Developer’s funding for the construction of the New Facilities. To the fullest extent
permitted by law, Developer, and its successors, assigns and guarantors, shall defend,
indemnify and hold harmless Utility, its affiliates, and their respective partners, members,
directors, principals, officers, agents, employees, representatives, consultants, insurers and/or
sureties, from and against any and all liabilities, claims, damages, losses, costs, expenses
(including but not limited to, attorney’s fees), injuries, causes of action, or judgments
occasioned by, contributed to and/or in any way caused, in whole or in part, by Developer
and/or Developer’s contractors, agents or employees, or any subcontractor, consultant or
anyone directly or indirectly employed by any of them or anyone for whose acts any of them
may be liable, relating to construction, design and/or installation of the New Facilities,
including but not limited to any active or passive negligence of Utility, and/or any act or
omission of Utility, unless such negligence, act and/or omission of Utility was the sole cause
of such liability and/or claim. The provisions of this section shall apply to any claim arising
out of or related to construction of the New Facilities that is sustained or asserted before or
after completion of the work or termination of this Agreement. The provisions of this section
extend to and include all claims, just or unjust, based on a tort, strict liability, contract, lien,
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statute, stop notice, rule, safety regulation, ordinance or other affiliated relief or liability, and
whether the injury complained of arises from any death, personal injury, sickness, disease,
property damage (including loss of use), economic loss, patent infringement, copyright
infringement, or otherwise, even if such claim may have been caused in part by Utility as set
forth above.

VI. NOTICE

Any notice required or permitted under this Agreement must be in writing and must be given
by either: (i) personal delivery; (ii) United States certified mail, return receipt requested,
with all postage prepaid and properly addressed; (iii) any reputable, private overnight
delivery service with delivery charges prepaid and proof of receipt; or (iv) facsimile with
confirmation of transmittal. Notice sent by any of the foregoing methods must be addressed
or sent to the party to whom notice is to be given, as the case may be, at the addresses or
telecopy numbers set forth below:

UTILITY:

Algonquin Water Resources of Texas, LLC, d/b/a Liberty Water
Attn: President

12725 W. Indian Development Road, Suite D-101

Avondale, AZ 85392

DEVELOPER:

Silverleaf Resorts Inc.

Attn: Robert E. Mead,

1221 River Bend Drive, Suite 120
Dallas, TX 75247

With copy to:

George R. Bedell, Esq.

Meadows, Collier, Reed, Cousins, Crouch & Ungerman, L.L.P.
901 Main St., Suite 3700

Dallas, TX 75202

Any Party may change its address for purposes of delivery and receipt of notices by giving
notice to the other Party in accordance with this section. Notice provided by the methods
described above will be deemed to be received: (i) on the day of delivery, if personally
delivered; (ii) on the date which is three (3) days after deposit in the United States mail, if
given by certified mail; (iii) on the next regular business day after deposit with an express
delivery service for overnight, “same day”, or “next day” delivery service; or (iv) on the date
of transmittal, if given on a regular Business Day and during regular business hours by
facsimile machine or telecopy. No notice will be effective unless provided by one of the
methods described above.
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VII. MISCELLANEOUS

This Agreement may not be modified or amended except by a writing signed by both Parties.
The recitals at the beginning of this document are hereby incorporated by reference and made
a part of this Agreement. This Agreement shall be governed by and construed in accordance
with the laws of the State of Texas. It is the understanding of the Utility and Developer that
this Agreement is consistent with all Rules and authorized Tariffs of the Utility, and does not
require approval by the Commission. This Agreement constitutes the entire agreement and
understanding between the Parties with respect to the subject matter hereof and expressly
supersedes and revokes all other prior or contemporaneous promises, representations and
assurances of any nature whatsoever with respect to the subject matter hereof. The remedies
provided in this Agreement shall not be deemed exclusive remedies but shall be in addition
to all other remedies available at law or in equity. No waiver by either Party of any breach of
this Agreement nor any failure by either party to insist on strict performance by the other
Party of any provision of this Agreement shall in any way be construed to be a waiver of any
future or subsequent breach by such defaulting Party or bar the non-defaulting Party’s right
to insist on strict performance by the defaulting Party of the provisions of this Agreement in
the future. Developer is an independent contractor and not an agent or employee of the
Utility. This Agreement shall inure to the benefit of, be binding upon, and be enforceable by
the Parties hereto and their respective successors and assigns.

Each party represents that it is a sophisticated commercial party capable of understanding all
of the terms of this Agreement, that it has had an opportunity to review this Agreement with
its counsel, and that it executes this Agreement with full knowledge of the terms of the
Agreement.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed as of
the day and year first above written.

ALGONQUIN WATER RESOURCES SILVERLEAF RESORTS INC.
OF TEXAS, LLC a Texas corporation
A Texas limited liability company

By: By: jﬁmkﬁ—g\
Name: Harry J. te, Jr. /

Title: Chief Financial Officer
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STATE OF TEXAS )
) )
County of Comal, )
The foregoing instrument was acknowledged before me this day of
, 2010 by , as of Algonquin

Water Resources of Texas, LLC, a Texas limited liability company, for and on behalf of the
company.

Notary Public
My Commission Expires:
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STATE OF TEXAS )
)
County of bﬁ“ﬁé’ )
The foregoing instrument was acknowledged before me this Qc’ day of
Ouly , 2010 by Hacen, I \WiteJe,as_ CFO of Silverleaf

Resorts, Inc., a Texas corporation, for and on behalf of the company.

QD Ao

Public

No
My Commission Expires: ,

JOANN POSIVAL
Commiesion
July 22, 2012
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EXHIBIT A
ENGINEERING PLAN - NEW FACILITIES

Please see attached.

5843512v.8 4



LXA#

EXHIBIT B

SUMMARY OF THE ACTUAL COSTS OF NEW FACILITIES
TO EXPAND GBRA WASTEWATER PLANT CAPACITY

Item Details Total

Legal Reagan Burrus 112.50
Engineering Wasteline Engineering 183,118.55
Engineering GBRA 81,009.61
Plant Sewers Water Treatment Consfr. 389,785.00
Cap Ovhd 21,073.20
Collection GBRA* 1,568,884.63

Sewer — Gravity

TOTAL 2,243,983.63

Incremental Capacity Provided (GPD) 80,000
Capacity Cost ($/GPD) 28.05

* Does not include final draw; total cost is subject to adjustment for additional costs
identified by the Developer and/or GBRA.

Initials
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LXA#
EXHIBIT C

CALCULATION METHODOLOGY FOR RATE BASE INCLUSION AND UPGRADE

COST PAYMENTS

Each Upgrade Cost Payment shall be made from time to time based on the following principles
and methodology:

The estimated life for the New Facilities will be determined in accordance with
Commission guidelines and rulings, as they may change from time to time, for
depreciating wastewater treatment plant assets of the type comprising the New Facilities.

Upgrade Cost Payments will be made from time to time for any proportional amount of
the Upgrade Cost that (i) Utility has included in its rate base in applications to the
Commission for adjustment of its wastewater rates and tariffs, and (ii) has not previously
been paid to Developer as an Upgrade Cost Payment.

Utility shall (i) make commercially reasonable efforts to include 100% of the Upgrade
Cost in its rate base at the earliest possible date and (ii) at any time it reasonably believes
that any portion of the Upgrade Cost not yet by then included in the rate base is
associated with plant capacity that is then used or useful, include such portion in a future
rate application to the Commission as soon as possible thereafter.

Utility shall have no obligation to pay Upgrade Cost Payments in respect of any portion
of the Upgrade Cost that is not permitted by the Commission to be included in the asset
base value upon which the Utility is allowed the opportunity to earn a fair and reasonable
rate of return (the “Rate Base”), and Utility shall have the right to require, and the
Developer shall make, the full and immediate refund of all or any part of any Upgrade
Cost Payment that had previously been made to Developer in respect of amounts which
Utility has attempted to include in the Rate Base but which it is not successful in getting
so included in the Rate Base in the first rate case immediately following the Upgrade
Cost Payment.

Sample Calculation for Hlustrative Purposes Only

End Opening Closing
of % Total Cumulative Balance of Balance of Cumulative
Year TestYear? Included % Included  Upgrade Cost ucep Upgrade Cost uce
1 Yes 75% 75% 2,243,983 1,682,988 560,996 1,682,988
2 No 0% 75% 560,996 - 560,996 1,682,988
3 Yes 25% 100% 560,996 560,996 - 2,243,983

2,243,983  Total UCP

2,243,983 Opening Upgrade Cost Balance

- Delta

Initials
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RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-15 Referencing the Direct Testimony of Matthew Garlick, Page 16, Lines 14-
19, please provide a workpaper showing the Upgrade Cost Payments
included within this filing. Within the workpaper, please clearly show the
location within the filing and amount of such payments.

RESPONSE: The table below lists the upgrade cost payments included in this filing along
with the location within the filing.

FWO Asset Description NARUC [Payment Amount |Bates Reference
8116-10014-0015 Building 41 331 $ 29,415 (LU 000041 Line 12 Column D.1
8116-20012-0013 Section 12 Utilities 361 $ 51,252 |LU 000102 Line 5 Column D.1
8116-20014-0012 Section 10 Building 52 361 S 68,450 (LU 000102 Line 5 Column D.1
8116-20014-0013 Section 12 Pool 363| $ 8,622|LU 000102 Line 6 Column D.1
8116-20014-0015 Building 41 361 $ 3,434(LU 000102 Line 5 Column D.1

Prepared by: Leticia Washington, Manager, Rates and Regulatory Affairs

Sponsored by: Leticia Washington, Manager, Rates and Regulatory Affairs



OPUC RFI 1-16

RESPONSE:

RESPONSE TO REQUEST FOR INFORMATION

Referencing the Direct Testimony of Gaetana Girardi, Page 20, Lines 17-
20, please explain why the acquisition of the Empire Electric District
necessitated a change to the Ultility Four-Factor Methodology within the
CAM. Please quantify the allocated cost impact of the change to the Utility
Four-Factor Methodology specific to Liberty Silverleaf.

As noted in the 2017 CAM, the CAM is based on the NARUC Guidelines
for Cost Allocations and Affiliate Transactions. The CAM is reviewed and
updated annually to incorporate the latest size and scope of affiliates. In the
event that a significant acquisition occurs, the CAM is reviewed to ensure
the correct balance of utilities size and scope and overall cost structure.
The difference in allocations for Liberty Silverleaf of the change in the four
factor methodology is $19,967 less under the 2017 CAM.

Prepared by: Leticia Washington, Manager, Rates and Regulatory Affairs and Gaetana Girardi,
Director — Regulatory Strategy

Sponsored by: Gaetana Girardi, Director — Regulatory Strategy



Helly Ranch Acceunt numbe Big Eddy Acceunt numbe

Uberty Utilitles (Silverleaf Water and Sewer) G

Piney Sheres Account numbe Hill Country Account numbe

Acceunt descriptior

2016 Feur 2017 Feur
Factor Facter
25252525  40-20-20-20

Amount Amaunt

8110-2-0100-69-5010-6368
8110-2-0100-69-5010-6369
8110-2-0100-69-5200-6343
8110-2-0100-69-5200-6371
8110-2-0100-69-5010-6343
8110-2-0100-69-5010-6371
2110-2-0100-69-5200-6368
8110-2-0100-68-5200-6369
8110-2-0100-63-5200-8346
2110-2-0100-69-5200-6347
8110-2-0100-65-5200-6348
8110-2-0100-68-5200-6349
£110-2-0100-69-5200-8373
8110-2-0100-69-5010-6373
8110-2-01 52 372

2112-2-0100-69-5010-6368
8112-2-0100-69-5010-6369
8112-2-0100-§9-5200-6343
8112-2-0100-69-5200-6371
8112-2-0100-69-5010-6343
8112-2-0100-68-5010-6371
8112-2-0100-6%-5200-6368
8112-2-0100-68-5200-6369
£112-2-0100-69-5200-6346
£112-2-0100-89-5200-6347
2112-2-0100-69-5200-6348
8112-2-0100-§9-5200-6349
£112-2-0100-69-5200-6373
8112-2-0100-§9-5010-6373
8112-2-01 521 372

8110-2-0200-69-5010-6368

8112-2-0200-69-5010-6368

8110-2-0200-69-5010-7370
8110-2-0200-69-5200-7371
2110-2-0200-69-5200-7372
8110-2-0200-69-5010-7371
£110-2-0200-69-5010-7372
2110-2-0200-6%-5200-7340
2110-2-0200-68-5200-7370
8110-2-0200-68-5200-7346
8110-2-0200-68-5200-7347
2110-2-0200-69-5200-7348
8110-2-0200-§9-5200-7349
8110-2-0200-69-5200-7374
2110-2-0: 5 7374

8112-2-0200-§9-5010-7370
8112-2-0200-69-5200-7371
8112-2-0200-68-5200-7372
8112-2-0200-69-5010-7371
8112-2-0200-69-5010-7372
8112-2-0200-69-5200-7340
#112-2-0200-68-5200-7370
$112-2-0200-69-5200-7346
$112-2-0200-69-5200-7347
2112-2-0200-69-5200-7348
8112.2-0200-69-5200-7349
8112-2-0200-69-5200-7374
8112-2-0% 9-5010-7374

8110-2-0200-§9-5200-7373

8112-2-0200-69-5200-7373

8114-2-0100-69-5010-6368
8114-2-0100-69-5010-6369
8114-2-0100-69-5200-6343
8114-2 0100-69-5200-6371
8114-2-0100-69-5010-6343
8114-2-0100-69-5010-6371
8114-2-0100-69-5200-6368
8114-2-0100-69-5200-6369
8114-2-0100-69-5200-6346
8114-2-0100-§9-5200-6347
2114-2-0100-89-5200-6348
8114-2-0100-§9-5200-6349
8114-2-0100-69-5200-6373
2114-2-0100-8%-5010-8373
8114-2-0100-69-5200-6372
8114-2-0200-68-5010-6368
2114-2-0200-69-5010-7370
$114-2-0200-69-5200-7371
8114-2-0200-69-5200-7372
28114-2-0200-69-5010-7371
8114-2-0200-69-5010-7372
8114-2-0200-69-5200-7340
8114-2-0200-69-5200-7370
8114-2-0200-69-5200-7346
8114-2-0200-69-5200-7347
2114-2-0200-6%-5200-7348
2114-2-0200-§9-5200-7349
2114-2-0200-69-5200-7374
8114-2-0200-89-5010-7374
2114-2 $-5200-7373

8116-2-0100-69-5010-6368
8116-2-0100-68-5010-6369
8116-2-0100-69-5200-6343
8116-2-0100-69-5200-6371
8116-2-0100-69-5010-6343
8116-2-0100-69-5010-6371
2116-2-0100-69-5200-6368
8116-2-0100-69-5200-6369
8118-2-0100-69-5200-6346
8114-2-0100-69-5200-6347
8116-2 0100-69-5200-6348
8116-2-0100-89-5200-8349
8116-2-0100-69-5200-6373
8116-2-0100-69-5010-6373
8116-2 0100-69-5200-8372
8116-2-0200-69-5010-6368
£116-2-0200-69-5010-7370
£116-2-0200-§9-5200-7371
2116-2-0200-69-5200-7372
2116-2-0200-§%-5010-7371
8118-2-0200-69-5010-7372
8116-2-0200-69-5200-7340
2116-2-0200-69-5200-7370
8116-2-0200-69-5200-7346
811&-2-0200-69-5200-7347
8116-2-0200-69-5200-7348
8116-2-0200-69-5200-734%
2116-2-0200-69-5200-7374
8116-2-0200-69-5010-7374
8116-2-0200-69-5200-7373

LABS Business Labor Allocatior
LA8S Corporate Service labor allocatio
LABS US Bus - Admi

LABS US Corp - Admi

LABS US Bus - Laboi

LABS US Corp - Labo

LABS Business NonLabor Allocatio
LABS Corporate Service - Admi

LU Canada Allocation - Labou

LU Canada Allocation - Admi
APUC Allocation - Labot

APUC Allocation - Adm

LU Region Admy

LU Region Labor

LUSC Admin

LABS Business Labor Allocatiol
LABS Corporate Service labor allocatio
LABS US Bus - Admi

LABS US Corp - Admi

LABS US Bus - Labor

LABS US Corp - Labo

LABS Business Nontabor Allacatio
LABS Carparate Service - Admi
LU Canada Allocation  Labou

iU Canada Allocation - Admi
APUC Allocation - Labc

APUC Allocation - Adm

LU Region Admit

LU Region Labor

LUSC Admin

Rates AP}
Variance

OPUC RFI 1-16 Four Factor

236406 §$1588583

9,274 1%

581725 11,049 §

6,156 25

157301 $ 6,509 30

5,60125
13,0528  $24,727 07
13,926 97

308671 $ 278128
1520394 $14,640 07
11,26101  $10,164 66
1863902 $16,89376
22,72637  $34,07305
15,144 60

1,018 04 98152

529926 $11,42794

6,548 76

401269 7,948 89

3,897 67

110872 § 4,68266

3,821 40

9,06466 517,814 38

9,830 59

217948 $ 3,609 80
1147545  $10,53177

796660 § 7,31225
1324582 $12,15303
1602123  $24,51146

25837169 235,40445 {19,967 24) Impact for new 40-20-20-20

10,675 63

77381 708 09
25837200
031

Pagel



Liberty Algonquin Business Services US
“LARS US And ELARS are anpencad nthe same scomunt
**ELABS has #s ewn menthly summary

ELARS memthty analyss

LABS US Total Cost Paol US (S)

APCO (% of Empire Included)

LU SUB Corp

LABS US Bus Admin 8020 2 0100 69 5200 6343
LABS US Corp Admin 8020 2 0100 &9 5200 6371
Empire

ELABS

LU SUB Corp Totai

*LW 8020 (Corporate and Business){Expensed) with El

‘Without Elabs
Variance

Aemoval [ Adjustments)

AdustedLW 8020 {Corporate and Business)(Expensed

LABS US
Allocations %
Corporate (9800)
Transition (3801)

HR {310)

Payroll (3811)

LLD (9812}

£HLS (9815)
Purchasing (9825)
Facilities (9826)
Executive (9860}
Finance (9820)

Risk (9821

Treasury (9822)

Legal (9823)

Internal Audit (9824)
FRA(9327)

Compliance {$828)
Communications (9870)
Total

LU Allocation
Carporate {9800)
Transition (9801)

HR {9810}

Payroll (9811)

L&D (9812)

EHES (9815)
Purchasing (9825)
Faciities (9826}
Executive (9860)
Finance (8820}

Risk (9821)
Treasury (9822)
Legal (9823)

Internal Audit (9824)
FRA(9827)
Comphance (9528)
Communications (3870}
Total

w8020
Corporate (9300)
Transition {9801)
HR (9810)

LABS US impact 40-20-20-20 xisxSummary by Month

Feb Correction

Jan17 Feb-17 Mar-17 Mar-17 Apr-17 May-17 Jun-17 17 Aug1? Sep-17 Oct-17 Now17 Dec-17 2017 Total
$3418565  $118,153 62 $53,100 44  $4943575  $101,03443  $11933131 $99,353 94 $27,54784  $10568058  $79,4%831  $72,22650 S110,17864  $969,757 01
514653 16,847 15 28482 54 20,742 20 12,501 34 1281436 $ 1401188 $ 599592 5 1205390 S 1028421 $ 7,34274 $ 559026 515181303
2901912 $99,88086 - 14331209 42,%06 67 2853309 10656695 $ 8534208 52155192 $9362668 $ 6921410 § E485376 510458838 95493168
$ 1,05730 § 766099 $ 1062743 $ 236898 $ 299538 § 119038 § 130425 § 384987 $ 1096498 3 66559 § 137380 § 67248 § 5578376
$ 114525 $ 3896656 § 763921 5 793244 § 767148 S 11,09434 $ 7,77030 § 1501717 $ 950920 $ 341440 § 99349 S 111,154 34
S (645872 $ 66067 $ 71037 § 436087 § 131920 $ 295195 § 370704 5 726148
S 2870225 § 1972208 § 177529 $_ 618816 S 1580271 § 2804451 $ 10023500
$ 220255 § 766099 S 3896656 § 1826664 S 1030142 S 1066687 5 2343301 § 3278184 § 1911583 § 3034312 S 1768215 5 2354286 5 3946984 § 27443458
LABT76
$ 220255 $ 758096 $ 3896656 § 1826664 $ 1030139 5 1066687 S 2343391 $ 3278184 § 1293101 § 3034314 § 1768213 § 2354286 $ 3946984 S 27416970
$ 2,20255 S 7,58096 $ 1587412 § 1030139 $ 1066687 $ 7,29150 § 6529797 § 159047 § 690935 § 510779 § 478822 $ 771820 § 8632948
$ -8 3003 $ 239252 § 003 $ - § 1614241 5 2643387 § 1752536 $ 2343377 $ 1257436 $ 1875464 $ 3175155 $ 18810510
s - $  {1,7053%5) $ (94859) $ (744 48) 5 (4,79486) § 6494 S (336247) $ (3,32054) § (3,51541) §  (91469) $ (19,74145)
$ 220255 S 758096 5 3896656 $ 1656128 $ 1030138 S 971828 § 2268043 $ 2738698 $ 1389595 S 2648067 S 1436159 § 2002745 § 3855515 $ 25442825
$1519586 $ 57,33072 $ (7641660 S 2795478 5 4476130 $ 6684999 S 3292477 §  7,98212 § 4140233 $ 3901392 5 3814798 $ 2832593 § 39224804
$ 410641 § 125111 $ 184642 $  7,203%
s .
s .
$ .
$ 3300082 $ (207396) § 1924603 § 23,19175 5 1900570 $  (328199) $ 33924 $ SE2121 $ 1LITII6 $ 9616133 $ 23854729
s .
s .
s .
51896379 $ 6082290 $ 2774128 § 2355493 $ 37,02710 § 2933957 $ 4742347 $ 2784771 $ 3037901 $ 3075677 $ 1405025 $ (16,15504) § 33175774
s .
s .
$ .
s .
s .
s -
s -
$34,16565 S 11815382 $ 53,0044 § 4343575 § 101,03443 § 11933131 § 9935384 $ 2754784 § 10568058 § 7949831 § 72,22650 $110,17864 5 969,75701
s - S E B s s B — s % B S - T s E
§1393015 $ 5255547 $ 79547 S 2628484 S5 4139359 $ 6182039 $ 3040367 $ 737092 § 3823210 $ 3602657 $ 3522694 $ 2615697 $ 37019707
s -8 - $ 6289697 § -8 - s -8 -8 -8 - %8 379198 § 115531 $ 170504 § 6954929
$ -8 - $ - 8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -
s -8 - $ -8 -8 -8 -8 -8 EE] -8 ER-1 -8 -8 -
$ -8 - $ -8 -8 -8 -5 - s -8 -8 -8 -8 ] -
$ -8 - $ 3043677 $ (196671) § 1791931 § 2159303 § 1767348 $  (7,70146) $ 3152305 $ 522719 § 1746096 § $942085 § 221,586 48
$ -8 - $ 12229 § -8 C-} -8 -5 -8 -8 -8 -5 L1 12228
s -8 . $ -8 -8 -s -8 -8 -8 -8 - - s B .
s -8 - $ - s - -8 - s -8 -8 - s - s - s -8 -
$1508897 $ 4732540 $ 2667756 S 1858854 S 2922020 $ 2315353 $ 37,26490 $ 2188246 S 2387153 $ 2426837 $ 1104055 §$ (12,694 47) $ 26558752
$ -8 - $ -8 -8 -5 S -8 -8 -8 -8 - -8 -
$ -8 - $ 564243 -8 -8 -8 -8 -8 -8 -8 -8 -3 sen4
§ -8 - S -3 -8 - § -8 -8 - s -8 -8 -8 -8 -
s -3 - S 1455680 $ - s -8 -8 -8 - -8 -8 -8 - S 1455680
$ -8 - $ -8 -8 - s -8 -8 -8 -8 -8 -8 -8 -
$ -8 $ -8 -8 -1 -8 -8 $ B $ -8 - s -
$ - 8 $ 768980 § -3 -8 - $ -8 s -8 - 8 - $ - S 768980
$23,01912 § 9938086 S 14581309 $ 4290667 $ 8853309 § 10656695 5 8534206 § 2155192 § 9362668 § 69,21410 § GAE8376 10458838 § 95493168
s - s - S TS s s — s — s B s -~ E
§ 105730 § 39889 s €038 § 394805 $ 391612 § 443870 § 224369 54385 § 282141 $ 265865 § 250964 § 193030 $ 3020815
H - s - S 794183 $ 133443 5 140573 § - -8 -8 -8 8M s 8526 5 12583 § 11,771292
s - s - s - s $ -8 - -8 -s - - - - s -

6438



Uberty Algonquin Business Services US
“CARS US Ane ELARS are cxparmed mthe s secsnt

“VELANS has 3 ewn menthy surmmary Feb Carrection

ELAS manthly aralysis Jan17 Feb-17 Mar17 Mar-17 Apr-17 May-17 Jun-17 k17 Aug-17 Sep-17 Oct-17 Now17 Dec-17 2017 Total
Payroll (9811) s -8 - $ -8 7725 § 1803 $ -8 -8 -8 -8 -8 - s -8 528
L&D (9812) s -8 - $ -8 -8 3610 $ ] -8 -8 -8 -8 -8 - 3610
EHRS (9815) $ -8 - $ 231015 §  (14121) S 128661 $ 119038 § 130425 § (56834) § 232630 5 38575 § 128856 § 659897 S 1598142
Purchasing (9825) $ - S - $ 1545 § - $ 24199 § - $ - $ -8 - $ - s -8 - 3 257 44
Facilities (9826) $ -8 - s -8 -8 -8 -8 -5 -8 -8 -8 -8 -8 -
Executive (9860) $ -8 - H -8 -8 693 5 -8 -8 -8 -8 -8 -8 -8 693
Finance {9820) $ 114525 § 358200 S 202433 5 138348 S 239419 § 166242 $ 275003 § 161486 $ 176164 § 178355 $ 81476 S (93681) § 2045020
Risk {9821) $ -8 - $ -8 44902 $ -8 -8 -8 -8 -8 -8 -4 -5 44902
Treasury (9822) $ -8 - H 71246 3 - 8 53125 § -8 -8 H -8 -8 - -8 12437
Legal (9823} s -8 - B -8 49848 § -5 -8 -8 -8 -8 -8 -8 -8 434
Internal Audit (9824) $ -8 - $ L3804 S 158040 5 81044 § -8 -8 - -8 -8 $ -8 ansm
F&A (9827) $ -8 - H -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -
Comphance (3823} B -8 - $ -5 -8 -8 -8 - 8§ -3 -8 -8 - 0§ -8
Communications (9870) $ -8 - s 27098 $ 7048 S 1948 $ - s - s - 8 -8 -3 - S -5 106085
Total $ 220255 §  7,5309% $ 1587412 $ 10,30138 § 1066687 5  7,29150 5 629797 § 158047 § 690935 $ 510779 § 478822 $ 7,7132¢ § 8632948
*»*Variance - - - B B - B B - - - -
LABS US Actual GL Allocations to Regulated Facility

Holly Ranch

2017 Test Year HR 208% 208% 208% 208% 208% 208% 208% 208% 208% 208% 208% 208% 208%

Regulated Facility % - WTR 4582 15769 31055 37397 21428 22188 4745 68190 39379 63117 36781 wn 12102 5,703 05
$110-2-0100-69-5200-6343 Bus 2046 19247 2620 5042 6375 49877 28447 186 06 31758 166 72 29230 51575 281495
8110-2-0100-69-5200-6371 Corp 2216 000 97895 16259 168 84 16328 41326 21687 32825 20963 20879 32433 3,196 95
Varance (320) 3472 163 40 282 491 515 1132 1583 sS4 1466 354 1137 1906 (308 85)
2017 Test Year HR

Reguiatad Facility % - SWR 030% 030% 030% 030% 030% 030% 030% 030% 030% 030% 030% 030% 030%

LABS Allocation to Regulated Facility 651 2240 1515 5398 3044 3152 6925 9647 5594 2967 5228 6957 11664 §1020
8110-2-0200-69-5200-7371 Bus 334 1281 3982 t38 n2 781 5008 275 5591 2935 5146 9079 A
$110-2-0200-69-5200-7372 Corp 361 000 000 9378 2972 2874 000 7275 3818 5778 3690 3676 5710 45533
Variance 04 {959} 1115 15 7862 30 [T 1856 25 96 148 2403 1400 1865 3125 11935
Big Eddy

2017 Test Year BEWTR 108% 108% 108% 108% 108% 108% 108% 108% 108% 108% 108% 108% 108%

Regulated Facility % - WTR 2377 s181 42052 18713 1117 1511 25289 35377 204 30 32745 18082 25407 42595 295876
8112-2-0100-69-5200-6343 Bus 179 5271 13248 2953 3734 29212 166 61 10897 186 00 9764 17118 302 06 1,588 44
8112-2-0100-69-5200-6371 Corp un 900 26812 9523 o818 8563 24204 12702 19225 12277 12229 189 85 1,566 89
Vaniance 073 {29 10) {15240 3058 1724 1786 3523 5488 3169 5020 2959 3841 66 06 196 57
2017 Test Year BE SWR

Regulated Facility % - SWR 101% 101% 101% 101% 101% 101% 101% 101% 101% 101% 101% 101% 101%

LABS Aflocation to Aegulated Facility 2229 7672 39434 184 86 104 25 10795 23715 33175 19158 30707 17894 23825 39943 2,774 59
8112-2-0200-69-5200-7371 Bus pER ) EER2Y 12911 an 3639 28469 16237 106 20 18127 9516 166 84 29438 153673
$112-2 0200-69-5200-7372 Corp 128 aao 20196 5281 9637 5320 23599 12379 187 36 11965 11918 18513 146315
Variance 235 @701 (15238) 3706 2090 2164 4754 66 51 3841 6156 YY) 4777 008 23029
Piney Shores

2017 Test Year PSWTR 046% 046% 046% 046% 046% o46% 046% 046% 046% 046% 046% 046% 046%

Regulated Faciity % - WTR 1013 3486 17916 2399 4736 4904 10774 15072 8704 13951 2130 10824 18147 1,260 57
8114-2-0100-63-5200-6343 Bus 1052 2680 6240 1391 1759 13759 7847 5133 1761 459 2063 14227 75511
£114-2 0100-68-5200-6371 Corp 000 000 13630 4485 4657 4504 000 114 00 5983 9055 5783 5760 1947 74204
Variance 039 (3061 {4286 2336 FERF) 1359 2585 4175 2412 3865 2252 2989 50 27 236 53
2017 Test Year PS SWR

Regulated Facility % - SWR 044% 044% 044% 044% Q44K [ 223 044% L3 044% 044K 0 44% 0 44% 044%

LABS Allocation to Reguiated Facility 264 1317 17050 7992 4507 4667 10253 14344 28 13276 7737 10301 127 1,199 61
8114-2-0200-68-5200-7371 Bus 477 2631 4129 220 164 9104 5182 1396 5797 3043 5335 9414 50602
£114 2-0200-69-5200-7372 Corp 517 13381 2968 3082 2980 000 7543 3859 5991 3826 811 5920 53978
Variance 030 {6 86) (36 69) (8 35) (505 (523 (1149) {16 09) ©28) (14 88) (868) {1155} {1936} {153 81)

LABS US impact 40-20-20-20 xlsxSummary by Month



Uberty Algonguin Business Services US
“LABS US And ELABS are e i the same seceunt
*“ELARS has R own menetty summary

ELANS menthy analyss

Hill Country

2017 Test Year HC WTR

Regulated Facility % - WTR
8116-2-0100-69-5200-6343 8us
$116-2-0100-68-5200-6371 Corp
Vanance

2017 Test Year HC SWR

Regulated Facility % - SWR

LABS Allocation to Regulated Facility
$116-2.0200-69-5200-7371 Bus
8116-2-0200-69-5200-7372 Corp
Varlance

LABS US impact 40-20-20-20 xlsxSummary by Month

Feb Correction
lan-17 Feb-17 Mar-17 Mar-17 Apr17 May-17 Jun-17 Juk2? Aug-1? Sep-17 act17 Now-17 Dec-17 2017 Total
041% 041% 041% 041% 041% o41% 041% 041% 041% 041% 041% 041% 041%
806 117 160 21 7510 4235 4336 9635 13478 7784 12476 7270 96 80 162 28 112727
459 2200 5495 1225 1549 12118 11 4520 7716 4051 7101 12530 658 75
497 a0 11191 3950 4102 3967 000 100 40 52 69 7978 5093 5073 78 20 65037
0 50 (917} (48 30} 1935 10 92 1130 2483 3473 2005 3215 1874 24 94 41 82 18185
115% 115% 115% 115% 115% 115% 115% 115% 115% 115% 115% 115% 115%
2542 3750 44975 21083 118 90 12312 270 48 37837 21850 35022 20409 nmn 455 56 3,164 49
1383 3980 12536 2754 3533 7648 157 66 10312 176 01 8240 162 00 28584 1,495 72
1458 202 46 %0 11 9357 90 49 22304 12018 18192 11618 11572 17975 1434 41
339 {47 70) (247 29) 464 261 270 595 233 481 71 449 599 1003 1234 36)




OPUC RFI 1-17

RESPONSE:

RESPONSE TO REQUEST FOR INFORMATION

Referencing the Direct Testimony of Gaetana Girardi, Page 21, Lines 3-6,
please provide all applicable Final Orders in which a Regulatory
Commission has approved Liberty's 2017 CAM.

On page 21, lmes 3-6 of her testimony, Ms. Girardi states that ‘“Liberty
Utilities has also received favorable regulatory treatment and review of its
CAM and cost allocation m other states. Further, in the recently filed
settlement for Liberty Tall Timbers and Liberty Woodmark, the parties
agreed to language acknowledging the benefits of the allocation
methodologies under the CAM.” Liberty Ultilities has not yet received a
rate case decision approving allocations under the 2017 CAM, which only
became effective on January 1,2017. As stated n Ms. Girardi’s testimony,
however, Liberty Utilities corporate cost allocations have been reviewed
and approved m various jurisdictions across the country in prior years.
Most recently, for example, the Arizona Corporation Commission approved
revenue requrrements, including cost allocations under the CAM, in
Decision No. 75510 (April 22, 2016 — Liberty Utilities (Black Mountain
Sewer) Corp.), Decision No. 75809 (November 21,2016 — Liberty Ultilities
(Bella Vista Water) Corp. and Liberty Utilties (Rio Rico Water & Sewer)
Corp.)and Decision No. 76019 (March 22,2017 — Liberty Utilties (Entrada
Del Oro Sewer) Corp.).

Prepared by: Gaetana Girardi, Director — Regulatory Strategy

Sponsored by: Gaetana Girardi, Director — Regulatory Strategy



RESPONSE TO REQUEST FOR INFORMATION

OPUC RFI 1-18 Referencing the Direct Testimony of Gaetana Girardi, Page 21, Line 10,
please provide workpapers demonstrating the derivation and allocation of
the $258,372 to Liberty Silverleat Within these workpapers, please include:

a. Total Direct Costs mcurred by APUC, LUC, LABS Canada, and
LUSC on behalf of Liberty Silver leaf.

b. Total Indirect Costs incurred by APUC, LUC, LABS Canada, and
LUSC and how such costs are allocated to Liberty Silverleaf. Please
provide all source data used i the derivation of allocation factors
and clearly demonstrate which allocation factor from the CAM was
applied to allocate each type of ndirect cost to Liberty Silverleaf

c. Ensure that the workpapers provided are maintained in their native,
Excel-based format with all fornmlas and lnks mtact.

RESPONSE:
a. Total direct cost incurred from APUC, LUCC, LABS Canada and
LUSC to Liberty Silverleaf is $92,504.69.

b. Total indirect cost incurred from APUC, LUC, LABS Canada and
LUSC to Liberty Silverleaf is $164,074.19.

c. Please refer to attached excel document Silverleaf Data Request
OPUC RFI Ist set.xlsx on the tab labeled Derivation on $258,372.
The reference tab links to all workbooks with detail corporate cost
allocations. Refer to tabs labeled OPUC RFI 1-18 for derivation of
cost in attached excel file Silverleaf Data Request OPUC 1st set.

Prepared by: Leticia Washington, Manager, Rates and Regulatory Affairs

Sponsored by: Gaetana Girardi, Director — Regulatory Strategy



Liberty Utilities (Silverleaf Water and Sewer) Corp
Please see reference tab for corresponding workbook
|
|
Holly Ranch Account number |Big Eddy Account number | Piney Shores Account humber |Hill Country Account number |Account description Amount
8110-2-0100-69-5010-6368  |8112-2-0100-69-5010-6368 ;8114-2-0100-69-5010-6368  18116-2-0100-69-5010-6368 | LABS Business Labor Allocations 8,364.06
8110-2-0100-69-5010-6369  |8112-2-0100-69-5010-6369 18114-2-0100-69-5010-6369 i8116-2-0100-69-5010—6369 LABS Corporate Service labor allocation 9,274.16
8110-2-0100-69-5200-6343  |8112-2-0100-69-5200-6343 8114-2-0100-69-5200-6343 8116-2-0100-69-5200-6343  |LABS US Bus - Admin 5,817.25
8110-2-0100-69-5200-6371 8112-2-0100-69-5200-6371 |8114-2-0100-69-5200-6371 8116-2-0100-69-5200-6371 LABS US Corp - Admin 6,156.25
8110-2-0100-69-5010-6343  |8112-2-0100-69-5010-6343 8114-2-0100-69-5010-6343 8116-2-0100-69-5010-6343 | LABS US Bus - Labor 1,573.01
8110-2-0100-69-5010-6371  |8112-2-0100-69-5010-6371 |8114-2-0100-69-5010-6371 8116-2-0100-69-5010-6371  |LABS US Corp - Labor 5,601.25
8110-2-0100-69-5200-6368  (8112-2-0100-63-5200-6368 |8114-2-0100-69-5200-6368  [8116-2-0100-69-5200-6368 |LABS Business NonLabor Allocations 13,056.28
8110-2-0100-69-5200-6369 |8112-2-0100-69-5200-6369 |8114-2-0100-69-5200-6369 8116-2-0100-69-5200-6369 ]LABS Corporate Service - Admin 13,926.97
8110-2-0100-69-5200-6346  |8112-2-0100-69-5200-6346 |8114-2-0100-69-5200-6346 8116-2-0100-69-5200-6346 &LU Canada Allocation - Labour 3,086.71
8110-2-0100-69-5200-6347  |8112-2-0100-69-5200-6347 (8114-2-0100-69-5200-6347  |8116-2-0100-69-5200-6347 |LU Canada Allocation - Admin 16,203.94
8110-2-0100-69-5200-6348 |8112-2-0100-69-5200-6348 18114-2-0100-69-5200-6348 8116-2-0100-69-5200-6348 |APUC Allocation - Labour 11,261.01
8110-2-0100-69-5200-6349  |8112-2-0100-69-5200-6349 |8114-2-0100-69-5200-6349 8116-2-0100-69-5200-6349  |APUC Allocation - Admin 18,639.02
8110-2-0100-69-5200-6373 8112-2-0100-69-5200-6373 |8114-2-0100-69-5200-6373 8116-2-0100-69-5200-6373 LU Region Admin 22,726.37
8110-2-0100-69-5010-6373 8112-2-0100-69-5010-6373 |8114-2-0100-69-5010-6373 8116-2-0100-69-5010-6373  |LU Region Labor 15,144.60
8110-2-0100-69-5200-6372  |8112-2-0100-69-5200-6372 |8114-2-0100-69-5200-6372 8116-2-0100-69-5200-6372 | LUSC Admin 1,019.04
8110-2-0200-69-5010-6368 8112-2-0200-69-5010-6368 8114-2-0200-69-5010-6368 8116-2-0200-69-5010-6368 LABS Business Labor Allocations 5,899.26
8110-2-0200-69-5010-7370  18112-2-0200-69-5010-7370 |8114-2-0200-69-5010-7370  18116-2-0200-69-5010-7370 |LABS Corporate Service labor allocation 6,548.76
8110-2-0200-69-5200-7371 i8112-2—0200-69—5200—7371 18114-2-0200-69-5200-7371 18116-2-0200-69-5200-7371 LABS US Bus - Admin | 4,012.69
8110-2-0200-69-5200-7372  |8112-2-0200-69-5200-7372 |8114-2-0200-69-5200-7372 8116-2-0200-69-5200-7372  |LABS US Corp - Admin ' 3,897.67
8110-2-0200-69-5010-7371  |8112-2-0200-69-5010-7371 |8114-2-0200-69-5010-7371 8116-2-0200-69-5010-7371 JLABS US Bus - Labor 1,108.72
8110-2-0200-69-5010-7372 8112-2-0200-69-5010-7372 {8114-2-0200-69-5010-7372 8116-2-0200-69-5010-7372  |LABS US Corp - Labor 3,821.40
8110-2-0200-69-5200-7340  [8112-2-0200-69-5200-7340 |8114-2-0200-69-5200-7340 8116-2-0200-69-5200-7340 |LABS Business NonLabor Allocations 9,064.66
8110-2-0200-69-5200-7370  |8112-2-0200-69-5200-7370 |8114-2-0200-69-5200-7370 8116-2-0200-69-5200-7370  |LABS Corporate Service - Admin 9,830.59
8110-2-0200-69-5200-7346  |8112-2-0200-69-5200-7346 |8114-2-0200-69-5200-7346 8116-2-0200-69-5200-7346  |LU Canada Allocation - Labour 2,179.48
8110-2-0200-65-5200-7347  |8112-2-0200-69-5200-7347 |8114-2-0200-69-5200-7347 8116-2-0200-69-5200-7347 |LU Canada Allocation - Admin 11,475.45
8110-2-0200-69-5200-7348  |8112-2-0200-69-5200-7348 |8114-2-0200-69-5200-7348 8116-2-0200-69-5200-7348 |APUC Allocation - Labor 7,966.60
8110-2-0200-69-5200-7349 8112-2-0200-69-5200-7349 8114-2-0200-69-5200-7349 8116-2-0200-69-5200-7349 | APUC Allocation - Admin | 13,245.82
8110-2-0200-69-5200-7374  (8112-2-0200-69-5200-7374 |8114-2-0200-69-5200-7374 8116-2-0200-69-5200-7374 |LU Region Admin 1 16,021.23
18110-2-0200-69-5010-7374 18112-2-0200-69-5010-7374 |8114-2-0200-69-5010-7374 8116-2-0200-69-5010-7374  |LU Region Labor 10,675.63
8110-2-0200-69-5200-7373 8112-2-0200-69-5200-7373 |8114-2-0200-69-5200-7373 8116-2-0200-69-5200-7373 LUSC Admin 773.81
; 258,371.69
[ [Rates APP 258,372.00

OPUCRFI 1-18
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Liberty Utilities (Silverleaf Water and Sewer) Corp

Please see reference tab for corresponding workbook

T

Piney Shores Account Hill Country Account LU Sub Corp Amount | Regulated
Classification | Holly Ranch Account number; Big Eddy Account number number number Company Account description Allocated to Regulated | Facility Cosolidated SL Amount
WTR 18110-2-0100-69-5200-6349 _|8112-2-0100-69-5200-6349 |8114-2-0100-69-5200-6349 |8116-2-0100-69-5200-6349 APUC Allocation - Admin * 18,639 02
SWR 8110-2-0200-69-5200-7349 _{8112-2-0200-63-5200-7349 |8114-2-0200-69-5200-7349 |8116-2-0200-69-5200-7349 APUC |APUC Allocation - Admin | 419,137 42 T 13,245 82 |
WTR 18110-2-0100-69-5200-6368 _|8112-2-0100-69-5200-6368 |8114-2-0100-69-5200-6368 |8116-2-0100-69-5200-6368 | LABS Bustness Nonlabor Allocations | ] 13,056 28
SWR 8110-2-0200-69-5200-7340 |8112-2-0200-69-5200-7340 |8114-2-0200-69-5200-7340 |8116-2-0200-69-5200-7340 LABS Business LABS Business NonLabor Allocations e 9,064 66
WTR 8110-2-0100-69-5200-6369 |8112-2-0100-69-5200-6369 |8114-2-0100-69-5200-6369 | 8116-2-0100-63-5200-6369 LABS Corporate Service - Admin i L | 13,926 97 |
SWR 8110-2-0200-69-5200-7370 |8112-2-0200-69-5200-7370 |8114-2-0200-69-5200-7370 |8116-2-0200-69-5200-7370 LABS Corporate LABS Corporate Service - Admin 613,308.84| ! " 9,83059
WTR 8110-2-0100-69-5200-6343 _|8112-2-0100-69-5200-6343 |8114-2-0100-69-5200-6343 {8116-2-0100-69-5200-6343 LABS US Bus - Admin i - 5,817 25
SWR 8110-2-0200-69-5200-7371 |8112-2-0200-69-5200-7371 |8114-2-0200-69-5200-7371 |8116-2-0200-69-5200-7371 LABS US Bus LABSUSBus-Admin ‘1 T *’ 4,012.69
WTR 8110-2-0100-69-5200-6371 |8112-2-0100-69-5200-6371 |8114-2-0100-6-5200-6371_|8116-2-0100-69-5200-6371 LABS US Corp - Admin o 7 ) 6,156 25
SWR 8110-2-0200-69-5200-7372 _|8112-2-0200-69-5200-7372 |8114-2-0200-69-5200-7372 {8116-2-0200-69-5200-7372 LABS US Corporate LABS US Corp - Admin 27443458 | ~ 3,89767 |
WTR 8110-2-0100-69-5200-6373 | 8112-2-0100-69-5200-6373 |8114-2-0100-69-5200-6373_|8116-2-0100-69-5200-6373 LU Region Admin - 22,726.37
SWR 8110-2-0200-69-5200-7374 |8112-2-0200-69-5200-7374 |8114-2-0200-69-5200-7374 |8116-2-0200-69-5200-7374 | LU Region LU Region Admin - 507,35237| | 1602123
WTR 8110-2-0100-69-5200-6347 |8112-2-0100-69-5200-6347 |8114-2-0100-69-5200-6347 |8116-2-0100-63-5200-6347 | |LU Canada Allocation - Admin ~ 16,203.94
SWR 8110-2-0200-69-5200-7347 |8112-2-0200-69-5200-7347 |8114-2-0200-69-5200-7347 |8116-2-0200-69-5200-7347 | Lucc [LU Canada Allocation - Admin | 597,352.67 1147545
! ! } 2,411,675 88 - 164,074 19

] } ! 94,297 54

| ! i ; I 258,371.73
*Piease rafer 1o the percent aliocation below for the manth in which the aliocation was percent was effective | Z 258,372.00

[ [ \ ] (0.27)
Siverleaf Com, Jan-17 Feb-17: Mar-17 |
Holly Ranch | | |
Water | 1.94% 219%i 213% [
Sewer L 032% 0.41% 037%: !
Big Eddy i |
Water 1.11% 130% 125%) , !
Sewer 1.12% 115%! 121%! [ |
Piney Shores | ] ! !
Water 048% 0.61%] 059%| i
Sewer 045% 0.39%] 039%| |
Holly Ranch f i ‘
Water 043% 0.52%’ 0.52%| | :
Sewer 131% 1.20%) 118%/ \

OPUCRFI 1-18 TY17 Indirect C
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Liberty Utilities (Silverleaf Water and Sewer) Corp

Please see reference tab for corresponding workbook

|

|

Piney Shores Account Hill Country Account LU Sub Corp Amount | Regulated | Cosolidated

Classification | Holly Ranch Account number| Big Eddy Account number number number Company Account description Allocated to Regulated | Facility SL Amount
SWR 18110-2-0200-69-5200-7348 |8112-2-0200-69-5200-7348 |8114-2-0200-69-5200-7348 | 8116-2-0200-69-5200-7348 APUC Allacation - Labor ] 7,966.60
WTR 8110-2-0100-69-5200-6348 | 8112-2-0100-69-5200-6348 |8114-2-0100-69-5200-6348 | 8116-2-0100-69-5200-6348 |APUC Allocation - Labour [ 252,21101 | 11,261.05 |
WTR 8110-2-0100-69-5010-6368 | 8112-2-0100-69-5010-6368 |8114-2-0100-69-5010-6368 | 8116-2-0100-69-5010-6368 |LABS Business Labor Allocations . T I 836406
SWR 8110-2-0200-69-5010-6368 | 8112-2-0200-69-5010-6368 |8114-2-0200-69-5010-6368 | 8116-2-0200-69-5010-6368 LABS Business [LABS Business Labor Allocations ] 185,811.37!”7 | 589926
WTR 8110-2-0100-69-5010-6369 | 8112-2-0100-69-5010-6369 |8114-2-0100-69-5010-6369 |8116-2-0100-69-5010-6369 LABS Corporate Service labor allocation | ea7als
SWR 8110-2-0200-69-5010-7370 | 8112-2-0200-69-5010-7370 |8114-2-0200-69-5010-7370 |8116-2-0200-69-5010-7370 LABS Corporate LABS Corporate Service labor allocation 207,356.32 | 654876
WTR 8110-2-0100-69-5010-6343 |8112-2-0100-69-5010-6343 [8114-2-0100-69-5010-6343 |8116-2-0100-69-5010-6343 LABS US Bus - Labor 1,573.01
SWR 8110-2-0200-69-5010-7371 |8112-2-0200-69-5010-7371 |8114-2-0200-69-5010-7371 |8116-2-0200-69-5010-7371 LABS US Business LABS USBus- Labor 1 35,110.96 | 1,108 72
WTR 8110-2-0100-69-5010-6371 |8112-2-0100-69-5010-6371 |8114-2-0100-69-5010-6371 |8116-2-0100-69-5010-6371 LABS US Corp - Labor ] ; 5,601.25
SWR 8110-2-0200-69-5010-7372 |8112-2-0200-69-5010-7372 [8114-2-0200-69-5010-7372 '8116-2-0200-69-5010-7372 |  LABS US Corporate  |LABS US Corp- Labor ] 126,401 18| 3,821.40
WTR 8110-2-0100-69-5200-6346 | 8112-2-0100-69-5200-6346 |8114-2-0100-69-5200-6346 |8116-2-0100-69-5200-6346 LU Canada Allocation - Labour | | 3pm8671
SWR 8110-2-0200-69-5200-7346 _|8112-2-0200-69-5200-7346 |8114-2-0200-69-5200-7346 _|8116-2-0200-69-5200-7346 | |LU Canada Allocation - Labour 69,010.60 | 2,179.48 |
WTR 8110-2-0100-69-5010-6373 |8112-2-0100-69-5010-6373 |8114-2-0100-69-5010-6373 | 8116-2-0100-69-5010-6373 | iLURegionLabor B | 1512460
SWR 8110-2-0200-69-5010-7374 _|8112-2-0200-69-5010-7374 [8114-2-0200-69-5010-7374 |8116-2-0200-69-5010-7374 | LU Regton LU Region Labor G 338,086 32 10,675.63
WTR [8110-2-0100-69-5200-6372 | 8112-2-0100-69-5200-6372 [8114-2-0100-69-5200-6372 |8116-2-0100-69-5200-6372 | wscAdmn | [ 1019.04
SWR [8110-2-0200-69-5200-7373 [8112-2-0200-69-5200-7373 |8114-2-0200-69-5200-7373 |8116-2-0200-69-5200-7373 | LUSC Admin LUSCAdmin - 13,343 55 | 773.81]

‘ i
. |
1,228,331.31 - 94,297.54

|

*Please refer to the percent allocation below for the month in

which the allocation was percent was effective

}
|
j I
| | !
Silverleaf Com| Jan-17 Feb-17 Mar-17 T 1
Holly Ranch | ! |
Water ! 194% 219% 2.13% \ ! !
Sewer | 032% 041% 0.37% i [ |
Big Eddy | | . [
Water [ 1.11% 130% 1.25% - [ ;
Sewer 1.12% 1.15% 1.21% 1 ( [
Piney Shores - | i
Water 0.48% 061% 0.59% | [ |
Sewer \ 0.45% 0.39% 039% l i '
Holly Ranch | ! \ I |
Water | 043% 052% 0.52% ! | 5
Sewer : 131% 1.20% 1.18% i ! ]

OPUC RFI 1-18 TY17 Direct Cos

Pagel0



OPUC RFI 1-21

RESPONSE:

RESPONSE TO REQUEST FOR INFORMATION

Referencing Attachment CG-2, Table 1, please provide the total cost
incurred by APUC in the test year for Legal Costs; Tax Services; Audit;
Investor Relations; Director Fees and Insurance; Licenses, Fees, and
Permits; Escrow and Transfer Agent Fees; Other Professional Services;
Other Administration Costs; and Executive and Strategic Management.
Please provide the direct costs for each of the above assigned to Liberty
Silverleaf. To the extent such costs are allocated, please demonstrate the
development of the allocation methodology used to allocate these costs to
Liberty Silverleaf, including the source data used to develop the allocation
methodology.

The total cost incurred by APUC and allocated in 2017 to Liberty Silverleaf
1s $31,885. See Schedules below.

Prepared by: Leticia Washington, Manager, Rates and Regulatory Affairs

Sponsored by: Gaetana Girardi, Director — Regulatory Strategy
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