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PUC DOCKET NO. 

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

ORIGINAL PETITION APPEALING WHOLESALE WATER RATES 

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

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

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

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

Cities respectfully show as follows: 

I. 	Parties 

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

utilities3  in Collin, Dallas, Denton, Kaufman, and Rockwall Counties. The District is a political 

subdivision of the State of Texas headquartered in Collin County.4  

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

2  16 Tex. Admin. Code § 24.301 et seg. ("This subchapter sets forth substantive guidelines and procedural 
requirements concerning a petition to review rates charged for the sale of water for resale filed pursuant to TWC, 
Chapter 12; or an appeal pursuant to TWC § 13.043(f) . .") (TAC). 

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

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

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

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

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

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

pursuant to the Contract, announced by letter dated September 28, 2018, that it was raising the 

Member Cities' base water rate for the 2019 fiscal year from $2.78 per thousand gallons to $2.92 

per thousand gallons and raising the excess water rate from $0.40 per thousand gallons to $0.42 

per thousand gallons.' 

The District's decision to increase rates for the 2019 fiscal year continues a trend of 

steep, annual rate increases. Since the 2012 fiscal year, the District has nearly doubled its water 

rates. Further, the District charges these rates on a take-or-pay basis in accordance with 

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

the District hundreds of millions of dollars since 2001 for volumes of water that the District 

didn't deliver. These inequities prompted the Petitioning Cities to appeal the District's 2017 and 

2018 fiscal year rates, and those appeals are pending at the State Office of Administrative 

Hearings (`SOAII").19  Because these inequities will persist until the Commission sets just and 

reasonable rates, the Petitioning Cities are appealing the District's 2019 fiscal year rates. 

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

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

See Attachment B, North Texas Municipal Water District Regional Water Supply Facilities Amendatory 
Contract. Two other cities joined as Member Cities in later years. 

8  See Attachment C. 

9  See Attachment B, Section 9(c). 
10  P.U.C. Docket No. 46662 and SOAH Docket No. 473-17-4964.WS (2017); P.U.C. Docket No. 47863 

and SOAH Docket No. 473-18-1905.WS (2018). 
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For the reasons stated below, the Petitioning Cities ask the Commission to find that the 

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

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

III. 	Jurisdiction 

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

the Texas Water Code, as follows: 

• The Petitioning Cities are retail public utilities under Sections 13.002(19) and 
13.043(f) of the Texas Water Code and P.U.C. SUBST. R. 24.3(59) and 24.301. 

• The District is a political subdivision of the State of Texas under Sections 12.013 
and 13.043(f) of the Texas Water Code.12  

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

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

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

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

11  16 TAC § 24.313(e) (wile commission shall set a rate consistent with the ratemaking mandates of TWC, 
Chapters 12 and 13.). 

12  The District was established under Article 16, Section 59, of the Texas Constitution, pursuant to Chapter 
62, Acts of the 52".1  Legislature, Regular Session, 1951. 

13  16 TAC § 24.107(a)(4)-(5). 

14  Id. §§ 24.107(a)(6), 24.311(a). 

1' Tex. Water Code § 13.043(f); 16 TAC § 24.305(c). 

16  16 TAC § 24.305(a)-(b). 
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Petitions appealing wholesale water rates set pursuant to contract are referred to SOAH 

for an evidentiary hearing on public interest.17  Following the evidentiary hearing, the 

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

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

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

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

of the criteria listed in P.U.C. SUBST. R. 24.3 1 1(a) has been violated.19  The District's rates 

adversely affect the public interest under a number of the criteria. 

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

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

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

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

"minimum" volumes of water set well over a decade ago that have no relation to how much 

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

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

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

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

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

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

17  Id. §§ 24.307(b), 24.309(a). 

18  Id. § 24.313(b) (If the commission determines the protested rate adversely affects the public interest, 
the commission will remand the matter to the State Office of Administrative Hearings for further evidentiary 
proceedings on the rate."). 

19  Id. § 24.311(a). 
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deferred certain maintenance projects to help offset the District's wholesale rate increases. The 

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

capability, as stated by a bond rating agency with respect to the City of Garland: "The city's 

dependence on its wholesale water provider North Texas Municipal Water District (NTMWD) 

creates cost pressure outside of the utility's direct control. . . . System operations have been 

pressured by increasing debt service and purchased water costs resulting in financial metrics 

stressed against Fitch's 'AA' category medians. Fitch downgraded the rating in 2015 as a 

result of this trend. Since fiscal 2012 the city's purchased water rate has increased on average 

11% annually and NTMWD rates are anticipated to continue to rise by 7% to 11% annually 

through fiscal 2021." 

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

Cities' ability to serve their residents, and the District's decision to raise rates for the 2019 fiscal 

year will cause further impairment. 

B. 	The District's Rates Evidence the District's Abuse of Monopoly Power 
(P.U.C. SUBST. R. 24.311(a)(3)) 

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

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

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

1. 	The District Has Abused Monopoly Power Based on its Disparate 
Bargaining Power (P.U.C. SUBST. R. 24.311(a)(3)(A))  

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

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

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

See Attachment D. 

7 

7 



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

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

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

Petitioning Cities appoint directors to the District's governing board, the Attorney General has 

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

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

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

Contact's tenn simply by issuing new bonds without any input from the Petitioning Cities. 

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

the District has nearly doubled base rates since the 2012 fiscal year—unilaterally imposed by the 

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

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

Cities to collectively pay millions of dollars for water that the District never delivered. The 

District's 2019 fiscal year rates will increase this substantial total, and the Petitioning Cities 

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

2. 	The District Has Abused Monopoly Power By Failing to Reasonably 
Demonstrate the Changed Conditions that Are the Basis for the Change in 
Rates (P.U.C. SUBST. R. 24.311(a)(3)(B))  

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

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

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

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

22  See Attachment B, Section 13. 

23  Tex. Att'y Gen. Ops. JM-1239 (1990) and KP-0117 (2016). 
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the District continues to charge the Petitioning Cities for water that they do not need or consume, 

resulting in the Petitioning Cities paying millions of dollars for undelivered water. The District 

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

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

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

have significantly raised the Petitioning Cities' rates for the 2019 fiscal year when the Petitioning 

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

3. 	The District Has Abused Monopoly Power Based on Other Valuable 
Consideration Received Incident to the Contract (P.U.C. SUBST. R.  
24.311(0(3)(D)) 

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

Cities, and over thirty other wholesale customers. But only the Member Cities are 

unconditionally liable for the District's outstanding bond debt. Although the District has raised 

base rates by nearly 1,000 percent since 1970, the District has not raised the nickel premium it 

charges its other wholesale customers. Thus, because the District has the certainty that revenues 

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

wholesale customers terms, such as contact duration and price, that are more attractive than the 

terms that apply to the Member Cities. The financial security that has enabled the District to 

undercharge these other wholesale customers has resulted in it overcharging the Petitioning 

Cities. 

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

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

incentivize conservation and by pledging to amend its water conservation plan to include a goal 
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of a minimum 1% reduction in total gallons per capita per day.24  That the District could pledge 

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

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

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

reductions without reducing the revenues due from the Petitioning Cities. 

4. 	The District Has Abused Monopoly Power By Charging Rates That 
Disincentivize Water Conservation (P.U.C. SUBST. R. 24.311(a)(3)(E))  

For the 2019 fiscal year, the District is charging a base water rate of $2.92 per thousand 

gallons and an excess water rate of $0.42 per thousand gallons. Collectively, this rate is 

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

classifies as dis-incentivizing conservation,25  in part because the District's substaritially reduced 

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

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

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

consumption increases, which simply does not incentivize water conservation. 

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

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

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

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

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

rectify these abuses. 

24  See Attachment E, Section 4. 

25  30 TAC § 288.5(2)(A) ("The commission may require by commission order that any of the following 
strategies be implemented by the water supplier if the commission determines that the strategies are necessary in 
order for the conservation plan to be achieved: conservation-oriented water rates and water rate structures such as 
uniform or increasing block rate schedules, and/or seasonal rates, but not flat or decreasing block rates . . . ."). 
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5. 	The District Has Abused Monopoly Power Based on Comparing Its Rates 
to Rates Charged by Other Sellers of Water for Resale in Texas (P.U.C. 
SUBST. R. 24.311(a)(3)(G))  

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

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

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

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

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

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

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

meaningful for purposes of the public interest test that other Texas providers charge more 

reasonable rates. 

C. 	The District's Rates Are Unreasonably Preferential, Prejudicial and 
Discriminatory (P.U.C. SUBST. R. 24.311(a)(4)) 

The rates charged by the District, as evidenced by the total compensation and effective 

rates (the cost per thousand gallons actually consumed) paid by the Petitioning Cities to the 

District, are unreasonably discriminatory. In the 2019 fiscal year, the District is nominally 

charging the Petitioning Cities a base rate of $2.92 per thousand gallons and an excess rate of 

$0.42 per thousand gallons. Because the District bases its water bills on volumetric minimums 

that never reset, however, that will not be the true cost per thousand gallons actually consumed 

by the Petitioning Cities or delivered by the District. The Petitioning Cities' minimums, for 

example, were set between 2001 and 2006, but the Petitioning Cities' water consumption has 

dropped consistently and dramatically since then. As such, the effective rates paid by the 

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

rates paid by the other Member Cities and the District's other wholesale customers, whose 
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minimums for the most part were set more recently. For example, in the 2017 fiscal year, when 

the District's base rates were $2.53 per thousand gallons, the Petitioning Cities effective rates 

ranged from $2.99 per thousand gallons (Plano) to $3.54 per thousand gallons (Mesquite), 

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

and the effective rate for the other Member Cities and other wholesale customers collectively 

averaged at $2.78 per thousand gallons. Thus, the rates that the District charges the Petitioning 

Cities are out of line with patterns of actual water consumption among its customers and distort 

the Petitioning Cities' share of water demands on the District. This trend will continue in the 

2019 fiscal year. 

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

when compared to the rates it charges its other non-Member City wholesale customers. 

Generally speaking, the District charges its other wholesale customers only a nickel premium per 

thousand gallons over the base rate charged to the Member Cities. For the 2019 fiscal year, for 

example, the District is charging these customers a base rate of $2.97 per thousand gallons, 

representing a less than 2% prernium over the $2.92 per thousand gallons base rate charged to 

the Petitioning Cities. But this is the same nickel premium that the Disttict assessed in 1970, 

when the nickel represented a 21% premium over the $0.235 per thousand gallons base rate 

charged to the Member Cities. Revenues received from these other wholesale customers offset 

the Petitioning Cities' share of system costs and thereby affect the rates the District charge the 

Petitioning Cities. As such, the District's decision to hold this nickel premium constant over the 

last half century has reduced revenues from its other wholesale customers and fmancially 

prejudiced the Petitioning Cities in the form of higher water rates. 
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V. 	Relief Requested  

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

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

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

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

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

rate fixed by the Commission, plus interest at the statutory rate, from the date of this petition.0  

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

Respectfully submitted, 

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

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

Attorneys for the Petitioning Cities 

26  Tex. Water Code § 12.013(f). 
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CERTIFICATE OF SERVICE 

I certify that a copy of this petition was hand-delivered, sent via overnight mail, sent via 
certified mail return receipt requested, sent via U.S. first class mail, or sent via fax to the 
following on December 20, 2018. 

I 4v\ UV- 	t-rv4 
Taylnt Holcomb 

Tom Kula 
Executive Director, General Manager 
North Texas Municipal Water District 
Administration Building 
501 East Brown Street 
P.O. Box 2408 
Wylie, Texas 75098 

Margaret Pemberton 
Legal Division Director, Public Utility Commission of Texas 
1701 North Congress 
P.O. Box 13326 
Austin, Texas 78711-3326 

Tonya Baer 
Office of Public Utility Counsel 
1701 N. Congress Avenue, Suite 9-180 
P.O. Box 12397 
Austin, Texas 78711-2397 

City Secretary 
City of Allen 
305 Century Parkway 
Allen, Texas 75013 

City Secretary 
City of Farmersville 
205 S. Main 
Fannersville, Texas 75442 

City Secretary 
City of Forney 
101 Main Street E. 
Forney, Texas 75126 

City Secretary 
City of Frisco 
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6101 Frisco Square Blvd 
Frisco, Texas 75034 

City Secretary 
City of McKinney 
222 N. Tennessee St. 
McKinney, Texas 75069 

City Secretary 
City of Princeton 
123 West Princeton Drive 
Princeton, Texas 75407 

City Secretary 
City of Rockwall 
385 S. Goliad 
Rockwall, Texas 75087 

City Secretary 
City of Royse City 
P.O. Box 638 
305 N. Arch Street 
Royse City, Texas 75189 

City Secretary 
City of Wylie 
300 Country Club Rd., Building 100 
Wylie, Texas 75098 
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ATTACHMENT A 

Original Contracts between the 
Petitioning Cities and the District 



STAkE 0? TEXAS : 

COUNTY OF DALLAS : 

THIS CONTRACT (heminafter called the "Contract") made 

and entnma into as of this the 12th 	of December, 1953, by and beWeen 

Ron.b Texts :41nicipa1. Water District (nereinafter called "Distritt") a 

water -ans_rvation district, created,hy Chapter 62 Acts of the Regular 

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

zo A-uicle _6, Section 59 of the Constitution, and the City of Garland, 

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

lays oe the State of Texas, and acting under its Rome Rule Charter, (here-

inafter called the "City"): 

WITNESSET R: 

WHEREAS, the City owns its water distribution system and 

its water sunnly facilities; and 

WHEREAS, City is desirous of obtaining a More adequate 

and napeneable water supply; and 

WHEREAS, District is acouiring from the Unite& States 

Governaent (hereinafter called the "Government") the right. to star_ watzr in 

Levan F,scrvoir which has been constructed cy the Government on tht ra. ?ork 

of thc 2.1-i—cv River in Collin Cointy (hereinafter called "Lavon"); and 

WHEREAS, the Contract between District and Government 

v_Jv do: tl,.t District will have the storage rights in 100,000 

feet s. 

	

	space in Lavon, for a period of 50 years Vith the l!rivi-ege 

o-  ncgf,i.,...z with the Government for a renewal of such storage r:ght:.; and 

WHEREAS, District's engineers, taking into considem4lon 

Lno 	hfr_. and run-off records of the watershed estimate that the ware an- 

.cat 	:2 water from the operatics of :.aid 100,000 acre feet of storage 

1 e a minimum of 35,000,000 gallons of water per day; an& 

WHEREAS, District is contracting to pay Gevernment an 

of approximatc...y ..53,000.00 per year for a period of )0 

.'1...rictis agreed. share of rse expense of maintaining and operating 

-1- 
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Lavon, vnich annunl payments will be a continuing charge ageingt District'o 

operntinz ocpenses; and 

WHEREAS, District is preparing to issue and sell bonds 

,n the approximate smoUnt of Nine Nillion ($9,000,000.00) Dollars (whether 

innurd fta nn amount more or lets than sucn figure, together with any addition-

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

bonds (hsreinafter called the "Bends") for the purpose of; the acquisition 

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

1 	 anti loesl storage facilities and the inntallation of pipelines, all for the 

purpose of providing and transmitting treate& water for certain cities; which 

storLge space at Lavon, intake facilities, pipeliees, purificatiOn plant, 

pumps, local storage and related facilities vill constitute Distriet'n water 

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

WHEREAS, heretofore District has filed with the State 

Board of Water Engineers of the State of Texas Application No. 1620 for a 

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

from Leven Reserioir, herein-above mentioned, and the diversion therefrom by 

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

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

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

WHEREAS under Chapter 342 Acts of the Regu2ar Secsion of 

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

election he.1d in. City on December 5, 1953 in accordance with Chapter 342, 

City is entnorized to enter- into this Contract; and 

WHEREAS, by the execution of this Contract, the City a-

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

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

its contineed right tl one-ate such water supply and distribution,eysteml and 

k)-3,-C.c" 	 ,(AA' 
	

in the 

k (6, A /9.1`1. C`f 	 wu 	.0 	t,Lty; and 

WNEREAS, it is known to both parties that tne District 

ru_s Contract as tho basis for the obtaining Of credit through the 

1.-.n.asLee ef District's Bonds and as the means for the payment of itg main-

vner,:r. art operating expenses and ?ayment of the principal of and interest 
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on D.;striet's Bonds and the establishment and maintenance ot reserves for 

sch aerposea; and 

WHEREAS, the City recognizes the fact that the District 

mast of necessity make similar contracts with one Or more additional cities; 

NOW, THEREFORE, in Consideration of the mutual covenaftts 

a d ia,reements herein Contained, District agrees to furnish and City amen 

to pty for water supply services upon the terms and. cenditions and for she 

consIderation hereinafter set forth, to-wit; 

1. QUANTITY. Subject only to the provisioaa of this 

Section and Section 8 hereof, District s;grees„ during the peried of this Con-

tract to tender and rake available to the City, for ita ogn use aad at the 

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

by the City, provided that the maximum rate of delivery of suCh vater shall 

not exeeed 7,500,000 gailons per day, and City agrees to pay the District for 

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

Should City desire to increase the maximum rate of delivery 

as heroinabove fixed, a formal reauest stating the desired rate of increase& 

delivery :then be addressed to the Board of Directors of the District and ahall 

then become a natter of negotiation between City and District. 

District will use its beet efforts to remain it a posisiou 

furnis::: water as herein contracted to be sold to City, but its obligation ' 

-hnil be 1...m5.sed to the amount of water available in Leven. 

In the event that it should become necessary for District 

to l.. its delivery of water to City because of low storage in Lavon, C2.sy 

shall be ent-itled to receive during euch period of searcity its pro ratn share 

of N.,  7,,r available in the reservoir as determined by the proportion vbieb. she 

:Avon water used by it during the last preceding calendar yeor in 

rut..16g wax. not necesaary bear to the toiell volume of lavon wa_ r uaed 

. ,erved by the Diatrict dullng such calendar year. 

2. QUALITY. D.:strict is obligated to treat the water to 

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

T:14. State Health Department of tha State of Texas. 

3. POINT OF DELMRY.  The point for delivery of water Ito 

r Dlatriat's Water Supply System shall be to a ground storage terminal 

a by District's engineer Such location will be selected v:-h due 
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regerd to any.storage facilities City may own, if in the opinion of such en-

4,ineer such City-owned facilities may be used economically (hereinafter called 

"Point of telivery"): —  ----- 

City agrees to construct, maintain and operate at ito Own 

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

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

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

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

Contract. 

4, MEASUNING EQUIPMENT. District shall furnish, install, 

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

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

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

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

sUch metering equipment at all reasonable times, but the reading., calibration, 

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

Distrl.nn. For the purpose of this agreement the original record or reading of 

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

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

the rending are or maybe transcribed. Upon written request of City, District 

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

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

Not more than once in each calendar month, on a date as 

near the eta of such calendar month es practical, District shall calibrate its 

meters if requested in writing by City to do So, in the presenae of a represent-

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

• to .he meters in case any adjustments shall be necessary, and z.f the check 

metei'b 	:eafter provided for ha've been instdlled, the same shall aluo be nal- 

cl IT City La -the presence of a representative of District and the parties 

sha.1 ;1.-ant1y observe any adjustment in ease any adjustment is neceesarY. If 

Ccv ha'.1 In writing request District to calibrate its meters and Distriet shall 

d;Iva 	 of the time when any such calibration is to be made and a rep- 

,- 	 the City is not preset% at the time set, District may proceed 

..,- an and adjustment in the absence of any representative of C.1.*y. 

If Pithor party at any time observes a variation betuven 

• re :veri -,eter or meters and the check meter or meters, if any such check 
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r.eter or =eters shell be inetalled, such paety will promptly notify ehe other 

party, nnd the partiee hereto shall Leen cooperate to procure an immedeate 

callbratJen test and joint obeervation of any adjustment and the said meter 

or ecters sha31 then be adjusted to accuracy. Each party shall give the other 

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

that the other party may conveniently have a representative preaent. 

If upon any test, the percentage of inaccuracy ef tiny 

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

theeeef sha:1 13e corrected for a period extending baek to the tiee when such in' 

accuracy beget:, if such time is ascertainable, and if such mime is no; 6tIcerta1n-

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

the eazt daze of calibratiea, but in no event further back than a perioà of 

six (6) maths. If for any reason any meterš are out of service or out of 

repair so that the amount of water delivered. cannot be ascertained or compute& 

from the reading thereof, the water delivered through the perio&such meeers are 

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

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

data available shall be deemed to be ehe registration of any cheek meter or 

meters it the same have been installed and are accurate)y registering. Other-

wise, t're amount of water delivered dueeng such period may be estimated (i) by 

correcting the error if.the percentage of the error is ascertainable by calibre-

teoe teses oe mathematical calculation, or (ii) estimating the qUaneity of de-

levery by deliveries during the preceding periods under similar conditions when 

the meter er meterz were registering accurately. 

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

opeeeeea. cneck meter to check each meeer installed by District, bue ehe measure-

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

exce,t in the eases hereinabove epecifically provided to the conteary_ 

•h ehee,: meters shall be of standard make and shall 'be subject at L.J. 

;Imes to inspeCtion and examlnation by any employee or aeent ve 

, tnc reading, celibratioe And adjustmeet thereof shall be med.: 

ee..epe during any perieel when a check meter may be ueed uneee ehe 

t4e - 	of water delivered, in which caae 

,:z.librstion and adjustment tnereof shall be made by DiStrict with 

if such check meter or motors had been furnish,:d or lasaa:led by 
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5. UXIT OF !,2A$151•Ta'lqn.. The unit of measurement for water 

dciverod hezeunder shall be 1000 gallons of water, U. S. Standard Liquid 

6. 'PRICi,  AND TERMS (a) The service to be performed under 

thil Coauract by District connists of the readiness of the District to deliver 

te CIty, upoa its demand, water in accordance With the prOViai0a0 Of Section 11 

hereof. 

/a return for such service City agrees to compensate Dis-

arict 1-4 payment of certain minimum annual sums of money, for each of *which 

s-id sum.> D->triou agrees, it required. by City, to deliver all, or so mmth 

thereof as City may desire, of a certain corresponding voleme of eater as set 

;oath t-lev. The amount of the minimum annual payment to be made by City for 

• given calendar year is determined by multiplying eighteen (180 caats by 

the number of thousand gallons of water "Alloyed for Minim= Payment" applie-

able to auch yaar. The alloyed amounts of vater reepectivelyfoi such minimum 

payments curing the first six (6) fall calendar years are: 

Fall Calendar 	 Gallons of Water Allowed 
roar nf Service 	 fOr MielmuM PaYnent  

ist 	 825,000,000- 
ana 	 865,000,000 
3rd 	 905,000,000 
ath 	 945,000,000 
5th 	 993,000,000 
6th 	 1,040,000,000 

(2or ,.ela...e. erformed by District prior to the first full calendar year, the 
rfml-uA no- lly paymenu shall be for such fraotional portion of the calendar 
y-a- a-.. t'n .v..te prescribed for the first fall calendar year.) 

In any one year, water in excene of the volume allowea 

Onv:4 	t t year may be purchased by City from District at a cost of teven 

en 	r -...000 gallons for such excess water, Subject however to the limit- 

• 04e 4. Ser...ion 1 hereOf. 

?ayment of the minimum annual service Charges la.-ea auove 

• r 	gee% Year by the City to the DiStriet in twelve equal monthly in- 

• tg. 	 of -uhich shall be due and payable on or before the lOth may of 

arlug the service. Payment for vater,delivered in any year tr. 

• r 	volume alloyed for the ma.imam annual payment effective for uhat 

aaee by the City to the festriet at the rate of sevet centa (70) 

pt. a 	r,I..., on or before the 10th d,y of JanUary following the ead ca 

:ace 

-- 
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Liability for making payments as herein set forth shaIl 

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

the Bi“trict at the Point of Delivery. 

The minimum annual payments hereinabove listed shall not 

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

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

monthly payment or annual payment within the tite herein in this sectiOn speci-

fied, interest on such amount shall accrue at the rate of Five Per Cent (51) 

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

est as herein specified. In the event sach peyment is not made within sixty 

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

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

paid in ftll with interest as herein specified. 

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

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

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

iuncs requixed to be established and maintained under the resolution authoriz-

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

sucn inStra.lents. At that time the Board snail redetermine the rates to be 

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

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

anon of A:1 covenants prescribed by the resolution authorizing the Bonds and the 

indmt—..e securing the Bonds. Such rates shall remain effective throughout 

the the: c lender year. Similar action shall be taken on or bafore February 10 

o2 ..el yc.!....r thereafter yhile any of the Bonds or interest thereon are out. 

ste-ding and unpaid; provided that it shall be the duty of the Board at all 

timel 2 fix, alter aud maintain rates for service under this Contrant and 

t 	At- cottracts for similar service 'which 'will be sufficient for opera-

.4.1.0-ar:ce of District's WiAt0.1. Supply System, to establi-Ii and main- 

: 	 , yaich are requsred uhd.:r the bond resolution or under th... 

Auring tne Bonds and at all events to prevent any defau t in the 

1..f.re_.- on or princapal A: the Bonds. 

(d) User all So..1 and interest thereon are paid .no 

!,er: 	Dlstriot shall A. like manner on or before e,orunry 10 

razes which shall or ?licale for the tnen currant 
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calendar yea: and which shall be sufficient to assure payment of maiatenance 

aad operation expeesee of District aad to pay for alien improvements and ex-

teesiono aa may In the opinion of the Board be deemed advisable. 

(e) After the clo.c of ehe Six Yeer Period Dietrict 

ehell send n bill to the City monthly showing the amount of eater delivered 

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

qeantety of vater deliVered during such month and the charge therefor. Such 

bills ethall be rendered to the City oe or before the 5th day after rhe end 

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

10th da: of the month in yhich the bill is received. Provided, however, 

thet tt ,  bill for services rendered during the mouth of January next follow-

ing tile close of ;he Six Year Period end the bill tor each Janaary thereafter 

shall b. rendered to the CitY oa or befOre February 15 following and shall 

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

7. SMUT, couninoNs.  (a) District agree's to pr°. 

ceed prcmpely with the eonstruction of the facilities necessary to the 

perforeanee of ite obligations hereunder. It is nOt it pOsition to sitar-

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

to City. Bet District it making a diligeht effort to have its facilities 

completec to PoInt of Delivery so as to furnish water to Dhe City ehirtY 

(30) menth; after the sale and delivery of District's Bonds. Distriet shall 

td: liabJe to the City for any damages occaoloned by delay in the commence-

neet of „soze service to City. After water is first rendered for delivery 

to City at eeint of Delivery, District shall, subject to other terns and 

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

able to supply vater to City to the extent or the maximum amount hezein 

coetrac e& zo be furnished to Cite;  Liability 02 the District under this 

cover.. 	11 be subject to the prove-eons of Section B of this Contract. 

(b) Title to all eeter sUpplied hereunder shall remain 

'-e to -.taint of Delivery, end upon passing threegh Distreetes 

t.t. Point of Delivery title to the vatee shall pass yo City. 

ee hereto ahell agree to aiee and hold the other parey harm- 

.: c.'„ai.T...„ demands, and 	of att;oh which may be ase,e.ed 

6i ax,  lo 	,c,ount of the transportatioe„ delivery and disposal of sae' 

_tie reetine in such party. Thie covenant is not made fer the 

nny third party. 

-8- 
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(c) It is expressly understood and agreed that any ob-

ligntien on the part or the District to complete and operate the said 

facinties shall be conditioned upon 	fo1lowing; 

' (1) The fits) execution of a contract with Govern- 

t.ere; vesting in District the rights to 100,000 acre feet of storage space 

in Leven; 

• (2) The issuante of a Permit by the Board of 

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

eater to be stored in the 100,000 acre feet of such sterage space in Levan; 

(3) The execution of contracts with Other eitlea 

in number and producing revenUes which in the judgMent of Mistrict'will 

Nrmit the financing and coustruction and. operation of District's Water 

Supply  

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

tion ce District's Water Supply System; 

(5) District's ability to obtain all necessary 

nape's., labor and equipment necessary for cempletion of DiStrict's Whter 

eeeply Syetem. 

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

eens by City of any obligation assumed or imposed on it under and 'by viltne 

of ti.. Ce.tract from filnde raised or to be raised by taxation. City's 

oblr.:gmeter ender this Contract shall never be construed. to be a debt of City 

er sech kind a.; so require it under the Constitation and laws of this State 

to l,ery ani collect a tax to discharge such obligation, it being expressly 

uneerstooe by the parties hereto that ell nayments due by the City hereender 

het. te be mn2e from water revenues received by City. 

(e) City represeate and cOvenauts that all paytetts to 

be e'd he ,eader by it shall conntitute "Operating Expenses" of its water-

0 vor-s ;se m as,austorfzed in Chapter 342 and as defined in Article 1112 

,er 	.-evised Civil Statutes of Texae ae amended, and that such payments 

Yell 	 otereesing expense: s ,o any and all revenue bonds of the 

City erece- are supported in whole or is part by a pledge of the revenues of 

t,rworks systom, wish the effect that the City's obligation to 

ere( a; 	from its water revenu,.e.. ender thJs Contract has priority over 
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:t- ob,IgItion to iakd payments of the p7incipa1 of and interest on any such 

Jond: whlen are or will bc aupported in 1,hole or in part by a plcdgv of the 

Clty's »nto:works system revenac". 

(f) City agrees to fix and collect ouch ratea and Charges • 

for water end services to be supplied by its -waterworkc system as will make 

possible the prompt paymont Of all expenses of operating and maintaining Its 

waterworks system including all payretts contracted hereunder, and the prompt 

partent o: the prine3pal of and interest on its obllgations payable from the 

reveat.%s of its waterworks system. 

8. FORCB MAJWIT. In case by reason of "Force Majeure" 

eithLr party hereto shall be rendered unable wholly or in part to carry ott 

Its oall,s,..tions under tnis agreement, other tnan the obligation of City to 

zake Ihe rsyments required Under the tens hereof, then if such prty shall 

give notice and Tell particUlars of such "Force Majeure" in writing to the 

other party within a reasohable time after occurretce of the event or cause 

relied on, tne obligation Of the party giving such notice, so far as it i$ 

aifscsed by sueliA"Force Majeure", shall be suspended daring the continnance 

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

eedLavor to remove or overcome such inability with all reasonable dis-

later— ne term "Force Majeure" as employed herein, sher, mean atts of God, 

• , 	 or other industrial disturbances, Acts of public enemy, 

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

Teltas or 

	

	civil or military nuthority, insurrections, riots, ep.demies, 

:.rn..17d,r, 3ghtr.1n, earthouake, flres, hurricanes, storms, fl00d2, 

arrz.sts, restraint of zovertment and people, civil dist_rh- 

one, 	-xplt,slons, breakage or acc.dents to macninery, pipe lines r,r eerals,. 

• . 	 failure of water o.,1%ply, and inability on part of Eistrizt 

• stlivxr ,ster n=ourder, or of City to receive water hereunder, on o:.c.iunt 

o.k.r6r; not reasonably Within the control of the party elsiving 

-; 4 	11.-y. It is Lnderstood and 0 reed Lbw; the nettlement at str:aces 

! 	tnall l..r r.tirely withia thr dizcretion of the party havin& the 

r.nd 	above requise7aont that any Force Majeure saall be 

..1,.ora.:e dispatch 	aot require the settlement of 

-y aee,-ding to :4,,  ,le"ands of the onposing paty e' 

.041. .rLt.Ipm,snt is unfavont1e to it in the judgment of thi. party 

26 



h, 	c 	dlificalLy. rorcc M-joulo shell not relievo City of its ooliga- 

tion t. rke paymmt.. to District as requir.d under Section 6. 

9. TNSONANC4. Tne 1y:denture which will serure tne Bondn 

wi31 zontlin appropriate pzovisions retparing District to carry inpurance on 

ir-,arqb-e properties tor purposes and in amounts which would ordinarily 

pc carrira oy a privately owned 01:11ity crmpany under contract to perform 

servic.-5 similar to toose undeitalten ay DIstrict in this Contract. Such pro-

v.iort wil: be so desigLed as to afford protection not only for tne /solders 

of t.c Bonds but to assure end f,..cilitate, to tne extent feasible and prat.-

ticab-c, tne restoration of damaged Or destroyed properties and to minimize 

the in:el:apt:on of service to City ard others. 

10. TERM OW CONTRACT.  This Contract shall continue xm 

force 1.1-a effect Zor a period of fifty years from the dame of the first tert,. 

der a: cclivery by the District of water to City, and fOr the period of time 

in dongt_on tnereto while any of the Bonds are outstanding and unpaid. City 

,na_l nave the right to an entension of the term of tnls Contract oeyond the 

initial ,I.ty year term in like nanner and to the extel“. that DIstrict's 

contr-ct 1.1th Government nay De extended beyond tne initial fifty year term. 

11. YODIrIC&TIM  Tnis Contract may be rnanged or modi-

fieu aly with the consent of tne governing oodles Of ooth Distr-ct and City. 

Sacn ,d1'-cat_on may be requea,,cd oy eitner party, in which event a joint 

sued governing bonies sU. De held not less than ninety days after 

t. 	L 	„Alai) notice, at wnicn „oiat meeting the rer.uested changes or 

snall be considered and discussed. Nc such cnenge or modifica-

j. -0 made wnich 1411 affect adversely the prompt percent when due of 

v,. -0qu'rem to bc paid by City tneur the terns of Lois ContraL.T. and 

e ge r.hall be effective 4.1...CA would cause a violatio. oi any pro- 

o 	aešulution authorising or tne indenture secur.crg 	Boam„,. 

12. P.;GULITOhY  7.7.0;r1. This Contraet shell ce subject 

, rules, regulatIons and 	applicable hereto passed or p:cum-1- 

,-ate of Texas or any goveinnantal 

4 	 represeht.tive 

o- a ,c 	: any cf then. 
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13. NOTICES. All notice.; or communications provided for 

her.2:11-zba11 te in writing ond shall be either delivered to City or District, 

or if fie.:ed,Í.haiÎbe sent-Uy--egIrterec mail, postage prepaid, addressed to 

City at, Gr.rland, TexCs, or until otherwise specified by the District ia writ-

ing, to District at Wylie, Telas. 

IN WITNESS WREREOF, the parties hereto acting under 

al..z.ority of their respective governing bodies have caused this Contract to-

te duly executed la several counterparts, each of which shall constitute an 

411 as Of the day and year first written above. 

NORTR7TIA -MINIMAL WATER DISTRICT 
( 

BY 	/  
President 

ATTEST: 

, ' . 
Secretary  

CITY OF GARLAND, TEXAS 

BY 	fizi  
Mayor 

A.TT1=: 

City Secretary 

AI-PROW-1i! _i/el• 
P.SL1C. 

4,1;41.4-4:, • 

.;2.9i2 ,ED S TO LEGAL FORM: 
/I/ 
, 

ty lit:,ornoy 
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OP =1XAS : 

COI:NTT 	COLLIN : 

BEFORE NE the undersigned hotary Public in and for Collie 

Conmty, av.;fts, on this day personally appeared J. C. Cantrell and C. Bamford 

Sly, l.no-n to mc to be the persons whose names are subscribed to the fore-

going Instrument and known TO me to be, respectively, the president and secre- 

tary o: 	North TeXen Municipal Water District, and each aeknowledged to me 

thir.z -c execusad said instrument for the purposes and cOnsiderations therein 

oxpressen and in the capacity therein stated and as the act and deed of 

North 'ex-. Municipal Water District. 

GIVEN UNDER MY BAND AND am. OF OFFICE this tbe /04  day 

of :414, 1954- 

Notary Public, Collin County, 
Texas 

(mL) 

THE STATE OF TEXAS : 

COUNTY OF DALLAS : 

MEFORE ME the undersigned Notary Public in and for Dal:as 

	

xtj 	on this day personally appeared Ho A. Walker and Dollye Morris, 

,o ma to be the person whose name is subscribed to the :-.'olegoing 

171st1-.1:..-.% 6..4 each acknowledged to me that he bad executed tht same for the 

purpwaes anr,  considerations therein expressed and in the capacity therein 

run.1 ris -ho act and deed of the City of Garland, Texas. 

- -_.-.....„ETECUTED under my hand end seal of office this the ,497-4  

	

r 	1r;54. 

Notary Public, DAlas 
Texas 
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s-Prkapihrni FILE 

THE STATE OF TEXAS : 

COUNTS OF DALLAS ; 

THIS CONTRACT (hereinafter called the "Contract") made 

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

Werth Texas Mhnicipal Water District (hereinafter called "District") a 

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

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

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

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

laws of the State of Texas, and acting under its Hone Rule Charter, (here-

inafter called the "City"): 

WITNESSET 

WHEREAS, the City owns its vater distribution system and 

its vater supply faoilities; and 

WREREAS, City is desirous of obtaining a mere adequate 

and dependable vater supply; and 

WHEREAS, District is acquiring from the United States 

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

Devon Reservoir Vhich has been constructed by the Government on the East Fork 

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

WHEREAS, the Contract between District and Government 

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

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

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

WHEREAS, District's engineers, taking into consideration 

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

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

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

WHEREAS, Districtis contracting to pay Government an 

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

years plus District's agreed share of the expense of maintaining and operating 

-1- 
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Levnn, which annual payments will be a continuing charge against District's 

operating expenses; and 

WHEREAS, District is preparing to issue and sell bonda 

in the approximate amount of Hine Million ($9,000,000.00) Dollars (whether 

issued in an amount more or leas than such fignre, together with any addition-

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

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

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

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

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

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

PlAmPO, lOcal storage and related facilities will conatitute District's water 

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

WBEREAS, heretofore District has filed with the State 

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

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

from /Avon Reservoir, hereinahove mentioned, and the diversion therefrom by 

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

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

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

WHEREAS under Chapter 342 Acts of the Regular Session of 

the 510t legislature (hereinafter called "Chapter 342), and pursuant to an 

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

City is authorized to enter into this Contract; and 

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

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

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

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

WHEREAS District will have available water in the quan-

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

WHEREAS, it is known to both parties that the District 

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

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

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

such purposes; and 

WHEREAS, the City recognizes the fact that the District 

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

NOW, THEREFORE, in consideration of the mutual covenants 

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

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

consideration hereinafter set forth, to-wit; 

1. QUANTITY. Subject only to the provisions of this 

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

tract to tender and neke available to the City. for its own use and at the 

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

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

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

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

Should City desire to increase the maximum rate of delivery 

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

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

then become a matter of negotiation between City and District. 

District will use its best efforts to remain in a position 

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

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

In the event that it should become necessary for District 

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

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

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

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

whiCh rationing was not necessary bears to the total volune of Lavon water used 

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

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

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

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

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

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

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

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

"Point of Delivery"). 

City agrees to construct, maintain and operate at its own 

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

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

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

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

Contract. 

. 	I+. MEASURING EQUIPMENT, District shall fUrnish, install, 

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

equipmept and devices of standard type for measuring properly the gnantity of 

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

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

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

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

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

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

its office in -which the records of the employees or agents of Dietrict vho take 

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

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

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

Not more than once in each calendar month, on a date as 

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

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

ative of City, and the parties shall jointly observe agy adjustments Which are 

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

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

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

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

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

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

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

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

If either party at any time observee a variation between 

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

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

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

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

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

that the other party may conveniently have a representative present. 

If upon aay test, the percentage of inaccuracy of aNT 

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

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

accuracy began, if such time is ascertainable, and if such time is Aot ascertain-

able, then for a period eXtending back one-half (1/2) of the time elapsed s±nce 

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

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

repair so that the amount of vater delivered cantot be aseertained or computed 

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

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

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

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

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

wise, the amount of water delivered during such period may be estimated (1) by 

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

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

livery hy deliveries during the preceding periods undat similar conditions when 

the meter or meters were registering accurately. 

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

operate a check meter to check each meter installed by DiStrict, but the measure-

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

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

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

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

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

otay by City, except daring any period when a check meter may be used under the 

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

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

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

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

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

Measure. 

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

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

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

hereof. 

In return for such service City agrees to compensate Dis-

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

said sums District agrees, if required by City, to deliver all, or so Much 

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

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

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

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

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

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

FUll Calendar 
Year of Service 

Gallons of Water Allowed 
for Minimum Payment 

1st 130,000,000 
2nd 141,000,000 
3rd 151,000,000 
4th 161,000,000 
5th 172,000,000 
6th 183,000,000 

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

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

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

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

itations of Section 1 hereof. 

Payment of the minimum annual service charges listed above 

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

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

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

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

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

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

the end of such year. 

-6- 

35 



Liability for making payments as herein set forth shall 

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

the District at the Point of Delivery. 

The minimum annual payments hereinabove listed shall not 

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

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

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

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

per annnm from the date Such payment becomes due until paid in full with inter-

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

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

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

paid in full with interest as herein specified. 

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

11111 calendar years of tendered water service the Board of Directors of Dietriot 

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

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

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

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

Charged for water and shall fix sunh rates as will provide fully for mainten-

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

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

indenture securing the Bonds. Such rates shell remain effeotive throughout 

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

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

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

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

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

tion and maintenance of Distriat's Water Supply System, to establish and Main-

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

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

payment of Interest on or principal of the Bends. 

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

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

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

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

tensiona as may in tbe opinion of tbe Board be deemed advisable. 

(e) After the close of the Six /ear Period District 

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

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

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

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

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

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

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

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

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

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

7. SPEC/AL CONDITIONS. (a) District agrees to pro-

ceed promptly with the cotstruction of the facilities necessary to the 

performance of its dbligattons hereunder. It is not in position tO guar-

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

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

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

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

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

ment of such service to City. After water IS first tendered for deliverY 

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

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

able to eupply water to City to tbe extent of the maximum amount herein 

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

covenant shall be subject to the provisions Of SectiOn 8 of this Contract. 

(b) Title to all water supplied heretnder ahall remain 

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

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

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

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

by anyone on account of tbe tranaportation, delivery and disposal of said 

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

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

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

facilities shall be conditioned upon the following: 

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

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

in Lavon; 

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

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

water to be store& in the 100,000 acre feet of suah storage space in Lavon; 

(3) The execution of contracts with other cities 

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

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

Supply System; 

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

tion of District's Water Supply System; 

(5) District's ability to obtain all necessary 

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

SUpply System. 

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

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

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

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

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

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

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

are to be made from water revenues received by City. 

(e) City represents and covenants that all payments to 

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

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

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

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

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

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

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

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

City's waterworks syetem revenues. 

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

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

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

waterworks system including all payments contracted hereunder, and the prompt 

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

revenues of its waterworks system. 

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

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

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

make the payments required under the terns hereof, then if such prty shall 

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

other partywithin a reasonable time after occurrence of the event or cause 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

difficulty, and that the above requirement that any Force Majeure shall be 

remedied with all reasonable dispatch shall not require the settlement of 

strikes and lockouts by acceding to the demands of the opposing party or 

parties when such settlement is unfavorable to it in the judgment of the party 
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having the difficulty. Force Majeure shall not relieve City of its obliga-

tion to make payments to District as reqnired under Section 6. 
9. INSURANCE. The indenture which will secure the Bonds 

will contain appropriate provisions requiring District to carry insurance on 

its insurable properties for purposes and ih amounts which would ordinarily 

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

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

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

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

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

the interruption of service to City and others. 

10. TERM OF CONTRACT. This Contract shall continue in 

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

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

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

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

initial fifty year term in like manner and to the extent that Districtts 

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

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

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

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

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

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

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

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

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

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

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

12. REGU/ATORY BODIES. This Contract shall be subject 

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

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

body or agency having lawful jurisdiction or any authorized representative 

or agency of any of them. 
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IrAL WATER DISTRICT 

President 

CITY OF MESQUITE, TEXAS 

0 . 

13. NOTICES. All notices or communications provided for 

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

or if mailed, shall be sent by registered mail, postage prepaid, addressed to 

City at Mesquite, Texas, or until otherwise specified by the District in writ-

ing, to District at Wylie, Texas. 

IN WITNESS WEESEOF, the parties hereto acting under 

authority of tbeir respective governing bodies have eaused this Contract to 

be duly executed in several counterparts, each of which shall constitute an 

original, all as of the day and year first written above. 

ATTEST: 

g-A4.01-1--4-74-4.-46(4;  
Secre rY 

Mayor 

ATTEST: 

MathYA-4/Iti,a,  
City Secretary 
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THE STATE OF TEXAS : 

COUNTY OF COLLIN : 

BEFORE ME the undersigned Notary Public in and.for Collin 

County, Texas, on this day personally appeared J. C. Cantrell and C. Hansford 

Ray, known to me to be the persons whose names are subscribed to the fore-

going instrument and known to me to be, respectively, the President and Secre-

tary of the North Texas Mhnicipal Water District, and each acknowledged to me 

that he executed said instrument for the purposes and considerations therein 

expressed and in the capacity therein stated and as the act and deed of 

North Texas MUnicipal Water District. 

GIVEN UNDER MX HAND AND SEAL OF OFFICE this the 	 day 

of May, 1954. 

.40#19 	A0 

tary Public, Collin County, 
Texas 

(an) 

THE STATE OF TEXAS : 

COUNTY OF DALLAS ; 

BEFORE ME the undersigned Notary Public in and for Dallas 

County, Texas, on this day personally appeared T. O. Williams and Norma Gene 

MCGaughy, each known to me to be the person whose name is subscribed to ti4o 

foregoing instrument and each acknowledged to me that he had executed the same 

for the purposes and considerations therein expreased and in the capacity 

therein stated as the act and deed of the City of Mesquite, Texas. 

EXECUTED under my hand and seal of office this the  //  

day of May, 1954. 

iLGer  
Notary Public, Dallas County, 

Texas 

(DEAL) 
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THE STATE OP TEXAS 1 
COUNTY or Counkr j 

THIS CONTRACT (hereinafter called the "Contract") made and 
entered into as of this the 12th day of December, 1953, by and between 
North Texas Municipal Water District (hereinafter called "Die-
trier) a water conservation district, created by Chapter 62 Acts of 
the Regular Session of the 52nd Legislature (hereinafter called 
"Chapter 62) pursuant to Article 16, Section 59 of the Constitution, 
and the City of Plano, Texas, a municipal corporation in Collin 
County, Texas, acting under the laws of the State of Texas, (herein-
after called the "Ci(y") : 

WITNESSETH: 

WHEREAS, the City owns its water distribution sotstem and its 
water supply facilities; and 

WHEREAS, City is desirous of obtaining a more adequate and 
dependable water supply; and 

WHEREAS, District is acquiring from the United States Govern-
ment (hereinafter called the "Government") the right to store water 
in Lavon Reservoir which has been constructed by the Government on 
the East Fork of the Trinity River in Collin County (hereinafter 
called "Lavon") ; and 

WHEREAS, the Contract between District and Government will 
provide: that District will have the storage rights in 100,000 acre feet 
of storage space in Lavon, for a period of 50 years with the privilege 
of negotiating with the Government for a renewal of such storage 
rights; and 

WHEREAS, District's engineers, taking into consideration the 
rainfall and rtm-off records of the watershed estimate that the safe 
annual yield of water from the operation of said 100,000 acre feet 
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of storage space will be a minimum of 85,000,000 gallons of water 
per day; and 

WHEREAS, District is contracting to pay Government an annual 
consideration of approxhnately ;53,000.00 per year for a period of 
50 years plus District's agreed share of the expense of znaintaining 
and operating Levan, which iLITZlial payments will be a continuing 
charge against District's operating expenses; and 

WHEREAS, District Is preparing to issue and Ezell bonds in the 
approxhmate amount of Nine Million (59,000,000.00) Dollars (wheth-
er issued in an amount more or less than such figure, together with 
any additional bonds to be issued )y District, and refunding bonds 
isaued in /feu of such bonds (hereinafter called the "Bende) for the 
purpose of: the acquisition of neeessary lands, the erection and con-
struction of purification, pumping and local storage facilities and the 
installation of pipelines, all for the purpose of providing and trans-
mitting treated water for certain cities; which storage space at Levan., 
intake facilities, pipelines, parification plant, pumps, local storage 
anti related facilities will constitute District's water supply system 
(hereinafter called "Distriet's Water Supply System") ; and 

WHEREAS, heretofore District has filed with the State Board of 
Water Engineers of the State of Texas Application No. 1820 for a 
permit, authorizing the appropriation of 60,000 acre feet of water per 
annum from Lavon Reservoir, hereinabove mentioned, and the diver-
sion therefrom by means of gravity and pumping of such water for 
domestie, municipal and industrial purposes, including especially the 
right to deliver such water to any or all of certain cities, including 
"City"; and 

WHEREAs tinder Chapter 342 Acts of the Regular Session of the 
51st Legislature (hereinafter called "Chapter 342), and pursuant to 
an election held in City on December 5, 1.953 in accordance with Chap-
ter 342, City is authorized to enter into this Contract; and 

44 



1.65 

WHEREAS, by the execution of this Contract, the City is surren-
dering none of its right to the ownership and operation of its present 
water supply or its water distribution systezn, but is expressly assert-
ing its continued right to operate such water supply and distribution 
system; and 

WHEREAS District will have available water in the quantities 
hereinafter contracted to be sold by it to the City; and 

WHEREAS, it is known to both parties that the District will use 
this Contract as the basis for the obtaining of credit through the 
issuance of District's Bonds and as the means for the payment of its 
maintenance and operating expenses and payment of the principal of 
and interest on District's Bonds and the establishment and mainte-
nance of reserves for such purposes; and 

WHEREAS, the City recognizes the fact that the District must of 
necessity make similar contracts with one or more additional cities; 

NOW, THEREFORE, in consideration of the mutual covenants 
and agreements herein contained, District agrees to furnish and City 
agrees to pay for water supply services upon the terms and conditions 
and for the consideration hereinafter set forth, to-wit; 

1. Quantity. Subject only to the provisions of this Section and Sec-
tion 8 hereof, District agrees, during the period of this Contract to 
tender and make available to the City, for its own use and at the 
delivery point as hereinafter specified, treated water in the vohnne 
required by the City, provided that the maximum rate of delivery of 
such water shall not exeeed 2,000,000 gallons per day, and City agrees 
to pay the District for such service in accordance with the provisions 
of Section 6 hereof. 

Should City desire to increase the maximum rate of delivery as 
hereinabove fixed, a formal request stating the desired rate of in-
creased delivery shall be addressed to the Board of Directors of the 
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Dietrict and shall then become a matter of negotiation between City 
and District. 

District will use its bot efforts to remain in a position to furnish 
water as herein contracted to be sold to City, but its obligations shall 
be limited to the atneunt of water available in Lavon. 

In the event that it should become necessary for District to limit its 
delivery of water to City because of low storage in Lavon, City shall 
be entitled to receive during such period of scarcity its pro rata share 
of water available in the reservoir as deterrained by the proportion 
which the volume of Lavon water used by it during the last preceding 
calendar year in which rationing was not necessary bears to the total 
volume of Lavon water used by all cities served by the District during 
such calendar year. 

2. Quality. District is obligated to treat the water to be delivered 
by District and received by City hereunder so as to meet the standards 
of the State Ilealth Department of the State of Texas. 

8. Point of Delivery. The point for delivery of water to City from 
District's Water Supply System shall be to a ground storage terminal 
to be located by District's engineer. Such location will be selected with 
due regard to any storage facilities City may own, if in the opinion 
of such engineer such City-owned facilities may be ueed economically 
(hereinafter called "Point of Deliverr). 

City agrees to construct, maintain and operate at its own cost and 
expense at such delivery points all equipment and facilities necessary 
to receive and take such water frozn District's storage terminal or 
from City's storage terminal if it should be used as the terminal, 
which equipment and facilities will be operated by the City in accord-
ance with the terms of this Contract. 

4. Measuring Equipment. District shall furnish, install, operate and 
maintain at its own expense at said delivery points the necessary 

46 



167 

equipment and devices of standard type for measuring properly the 
quantity of water delivered under this agreement. Sueh meter or 
meters and other equipment so installed shall reznain the property of 
District. City shall have access to such metering equipment at all 
reasonable times, but the reading, calibration, and adjustment thereof 
shall be done only by the employees or agente of the District. For the 
purpose of this agreement the original record or reading of the meter 
or meters shall be the journal or other record book of District in its 
office in which the records of the employees or agents of District who 
take the reading are or may be transcribed. Upon written request of 
City, District will give City a copy of such journal or record book, or 
permit City to have access to the same in the office of District during 
reasonable business hours. 

Not more than onee in etch calendar month, on a date as near the 
end of such calendar month as practical, District shall calibrate its 
meters if requested in writing by City to do so, in the presence of a 
representative of City, and the parties shall jointly observe any ad-
justments which are made to the meters in ease any adjustments shall 
be necessary, and if the check meters hereinafter provided for have 
been installed, the same shall also be calibrated by City in the presence 
of a representative of District and the parties shall jointly observe any 
adjustment in ease any adjustment is necessary. If City shall in writ-
ing request District to calibrate its meters and District shall give City 
notice of the time when any such calibration is to be made and a repre-
sentative of the City is not present at the time set, District may 
proceed with calibration and adjustment in the absence of any repre-
sentative of City. 

If either party at any time observes a variation between the delivery 
meter ar meters and the check meter or meters, if any such check 
meter or meters shall be installed, such party will promptly notify the 
other party, and the parties hereto shall then cooperate to procure an 
immediate calibration test and joint observation of any adjustment 
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and the said zneter or meters shall then be adjusted to aceuracy. Each 
party shall give the other party forty-eight (48) hours notice of the 
time of all tests of meters so that the other party may conveniently 
have a representative present. 

If upon any test, the percentage of inaccuracy of any metering 
equipment is found to be in excess of two per cent (210 , registration 
thereof shall be eorrected for a period extending back to the time when 
such inaccuracy began, if such thne is ascertainable, and if such time 
is not aseertainable, then for a period extending back one-half (14) of 
the time elapsed since the laat date of calibration, but in no event 
further back than a period of six (6) months. If for any reason any 
meters are out of service or out of repair so that the amount of water 
delivered cannot be ascertained or computed from the reading thereof, 
the water delivered through the period such meters are out of service 
or out of repair shall be estimated and agreed upon by the parties 
hereto upon the basis of the best data available. Por such purpose, the 
best data available shall be deemed to be the registration of any check 
meter or meters if the same have been installed and are accurately 
registering. Otherwise, the amount of water delivered during such 
period may be estimated (i) by correcting the error if the percentage 
of the error is aacertainable by calibration tests or mathematical cal-
culation, or (ii) estimating the quantity of delivery by deliveries 
during the preceding periods under siznilar conditions when the meter 
or zneters were registering accurately. 

City may, at its option and its own expense, install and operate a 
check meter to check each zneter installed by District, but the measure-
ment of water for the purpose of this agreement shall be solely by 
District's meters, except in the cases hereinabove specifically provided 
to the contrary. AR such check meters shall be of standard make and 
shall be subject at all reasonable tiznes to inspection and examination 
by any employee or agent of District, but the reading, calibration and 
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adjustment thereof shall be made only by City, exeept during any 
period when a cheek meter may be used under the provisions hereof 
for measuring the amount of water delivered, in which ease the read-
ing, calibration and adjustment thereof shall be made by District with 
like effect as if such check zneter or meters had been furnished or 
installed by District. 

5. Unit of Measurement. The unit of measurement for water de-
livered hereunder shall be 1.000 gallons of water, tr. S. Standard 
Liquid Measure. 

6. Price and Terms. (a) The service to be performed under this 
Contract by District consists of the readiness of the District to deliver 
to City, upon its demand, water in accordance with the provisions of 
Section 1, hereof. 

In return for such serviee City agrees to compensate District by 
paytnent of certain minimum annual sums of money, for each of which 
said sums District agrees, if required by City, to deliver all, or so 
much thereof as City may desire, of a certain corresponding vohime of 
water as set forth below. The amount of the minimum annual payment 
to be made by City for a given calendar year is determined by multi-
plying eighteen (18?) cents by the number of thousand gallons of 
water "Allowed for Minimum Payment" applicable to such year. The 
allowed amounts of water respeetively for such minimum payments 
during the first six (6) full calendar years are : 

FuZ Cakndar 	 Gallons of Water Allowed 
Year of Service 	 for Minimum Payment 

lst 	  111,000,000 
2nd 	  116,000,000 
Srd 	 	  122,000,000 
4th 	  128,000,000 
th 	 	 135,000,000 

6th 	  1.42,000,000 
(Por service performed by District prior to the first full calendar year, the mini-

mum monthly payment shall be for such fractional portion of the calendar year at the 
rate prescribed for the first full calendar year.) 
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In any one year, water in extess of the volume allowed above for 
that year may be purchased by City from District at a cost of seven 
cents (7#) per 1000 gallons for such excess water, subject however to 
the limitations of Section 1 hereof. 

Payment of the minimum annual service eharges listed above ehall 
be made each year by the City to the District in twelve equal monthly 
installments, each of which shall be due and payable on or before the 
10th day of the month following the service, Payment for water deliv-
ered in any year in excess of the volume allowed for the minimum 
annual payment effective for that year. shall be made by the City to 
the District at the rate of seven cents (7¢) per 140 gallons on or 
before the 10th day of January following the end of such year. 

Liability for making payments as herein set forth shall commence 
on the date of the first tender af delivery of water to the Cik,r by the 
District at the Point of Delivery. 

The minhnum annual paymente hereinabove listed shall not be 
reduced except as provided hereinafter in sub-section (c) of this 
Seetion. 

(b) In the event that City shall fail to make any such monthly pay-
ment or annual payment within the time herein in this section speci-
fied, interest on such amount shall accrue at the rate of Five Per Cent 
(5%) per annum from the date such payment becomes due nail paid 
in full with interest as herein specified. In the event such payment is 
not made within sixty (60) days front the date such payment becomes 
due District may at its option discontinue delivery of water to the 
City until the amount due District is paid in full with interest as 
herein specified. 

(e) On or before February 10 next following the first six full 
calendar years of tendered water service the Board of Directors of 
District shall analyze finally the finances of District, including the 
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condition of all funds required to be established and maintained under 
the resolution authorizing the issuance of the Bonds or in the inden-
ture securing the Bonds, or in both such instruments. At that time the 
Board shall redetermine the rates to be charged for water and shall 
fix such rates as will provide fully for maintenance and operating 
expenses and for the maintenance of all funds and the performance of 
all covenants prescribed by the resolution authorizing the Bonds and 
the indenture securing the Bonds. Such rates shall remain effective 
throughout the then calendar year. Similar action shall be taken on or 
before February 10 of each year thereafter while any of the Bonds 
or interest thereon are outstanding and unpaid; provided that it shall 
be the duty of the Board at all times to fix, alter and maintain rates 
for service under this Contract and under other contracts for similar 
service which will be sufficient for operation and maintanance of 
District's Water Supply System, to establish and maintain all funds 
which are required under the bond resolution or under the indenture 
securing the Bonda and at all events to prevent any default in the 
payment of interest on or principal of the Bonds. 

(d) After all Bonds and interest thereon are paid the Board of 
Directors of District shall in like manner on or before February 10 of 
each year fix rates which shall be applicable for the then current 
calendar year and which shall be sufficient to assure payment of 
maintenance and operation expenses of District and to pay for such 
improvements and extensions as may in the opinion of the Board be 
deemed advisable. 

(e) After the close of the Six Year Period District shall send a bill 
to the City monthly showing the amount of water delivered to City 
during the preceding billing month, which bill shall disclose the quan-
tity of water delivered during such month and the charge therefor. 
Such bills shall be rendered to the City on or before the 6th day after 
the end of such month and each such bill shall be paid by the City on 
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or before the 10th day of the month in which the bill is received. Pro-
vided, however, that the bill tor services rendered during the month of 
January next following the close of the Six Year Period and the bill 
for each January thereafter shall be rendered to the City on or be/ore 
February 15 following and shall be paid on or before the 20th day of 
such month. 

T. Special Conditions. (a) District agrees to proceed promptly 'with 
the construction of the facilities necessary to the performance of its 
obligations hereunder. It is not in position to guarantee the date on 
which it will be able to make the first delivery of water to City. But 
District is maldng a diligent effort to have its facilities completed to 
Point of Delivery so as to furnish water to the City thirty (80) months 
eiter the sale and delivery of District's Bonds. District shall not be 
liable to the City for any damages occasioned. by delay in the com-
mencement of such service to City, After water is first tendered for 
delivery to City at Point of Delivery, District shall, subject to other 
terms and conditions of this Contract, continually hold itself ready, 
willing and able to supply water to City to the extent of the maximum 
amount herein contracted to be furnished to City. liability of the 
District under this covenant shall be subject to the provisions of Sec-
tion 8 of this Contract. 

(b) Title to all water supplied hereunder shall remain in the Dis-
trict to Point of Delivery, and upon passing through District's meter 
installed at Point of Delivery title to the water shall pass to City. 
Each such party hereto shall agree to save and hold the other party 
harmless from all claims, demands, and causes of action which may be 
asserted by anyone on account of the transportation, delivery and 
disposal of said water while title remains in such party. This covenant 
is not ntade for the benefit of any third party. 

(c) It is expressly understood and agreed that any obligation on 
the part of the District to complete and operate the said facilities shall 
be conditioned upon the following: 
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(1) The final execution of a contract with Goverrnnent vesting 
in District the rights to 100,000 acre feet of storage space in 
Lavon; 

(2) The issuance of a Permit by the Board of Water Engineers 
of the State of Texas covering the right to appropriate the water 
to be stored in the 100,000 acre feet of such storage space in Lavon ; 

(3) The execution of contracts vaith other cities in number and 
producing revenues which in the judgment a District will permit 
the financing and construction and operation of District's Water 
Supply System; 

(4) Sale of Bonds in an amount to assure construction of Dis-
trict's Water Supply System; 

(6) District's abiHty to obtain all necessary material, labor and 
equipment necessary for completion of District's Water Supply 
System. 

(d) District shall never have the right to demand payment by City 
of any obligation assumed or imposed on it under and by virtue of this 
Contract from funds raised or to be raised by taxation. Cites obliga-
tion under this Contract shall never be construed to be a debt of City 
of such kind as to require it under the Constitution and laws of this 
State to levy and collect a tax to discharge such obligation, it being 
expressly understood by the parties hereto that all payments due by the 
City hereunder arc to be made from water revenues received by City. 

(e) City represents and covenants that all payments to be made 
hereunder by it shall constitute "Operating Expenses of its water-
works system as authorized in Chapter 842 and as defined in Article 
1112 of the Revised Civil Statutes of Texas as amended, and that such 
payments will constitute operating expenses as to any and all revenue 
bonds of the City which are supported in whole or in part by a pledge 
of the revenues of the Cites waterworks system, with the effect that 
the City's obligation to make payments from its water revenues under 
this Contract has priority over its obligation to make payments of the 
principal of and interest on any such bonds which are or will be 
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supported in whole or in part by a pledge of the City's waterworks 
system revenues. 

(f) City agrees to fix and collect such rates and charges for water 
and services to be supplied by its waterworks system as will make 
possible the prtympt payment of all expenses of operating and main-
taining its waterworks syatem including all payments contracted here. 
under, and the prompt payment of the principal of and interest on its 
obligations payable from the revenues of its waterworks system. 

8, Force Majeure. In ease by reason of "Force Majeure either party 
hereto shall be rendered unable wholly or in part to carry out its 
obligations under this agreement, other than the obligation of City to 
make the payments required under the terms hereof, then if such party 
shall give notice and full particulars of such "Force Majeure in writ-
ing to the other party within a reasonable time after occurrence of the 
event or cause relied on, the obligation of the party giving such notice, 
so far as it is affected by auch 'Tome Majeure, shall be suspended 
during the continuance of the inability then claimed, but for no longer 
period, and any such party shall endeavor to remove or overcome such 
Inability with all reasonable dispatch. The terzn "Force Majeure as 
employed herein, shall mean acts of God, strikes, lockouts, or other 
industrial disturbances, acts of public enemy, orders of any kind of 
the Government of the United States or the State of Texas or any civil 
pr military authority, insurrections, riots, epidemics, landslides, 
lightning, earthquake, fires, hurricanes, storms, floods, washouts, 
droughts, arrests, restraint of governznent and people, civil disturb-
ances, explosions, breakage or accidents to machinery, pipe lines or 
canals, partial or entire failure of water supply, and inability on part 
of District to deliver water hereunder, or al City to receive water 
hereunder, on account of any other causes not reasonably within the 
oontrol of the party claiming such inability. It is understood and 
agreed that. the settlement of strikes and lockouts shall be entirely 
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within the discretion of the party having the difficulty, and that the 
above requirement that any Force Majeure shall be remedied with all 
reasonable dispatch shall not require the settlement of strikes and 
lockouts by acceding to the demands of the opposing party or parties 
when such settlement is unfavorable to it in the judgment of the party 
having the difficulty. Force Majeure shall not relieve City of its obli-
gation to make payments to District as required under Section 6. 

9. Insurance. The indenture which will secure the Bonds will Con-
tain appropriate provisions requiring District to carry insurance on 
its Insurable properties for purposes and in amounts which would 
ordinarily be carried by a privately owned utility company under 
contract to perfont services similar to those undertaken by District in 
this Contract. Such provisions will be so designed as to afford protec-
tion not only for the holders of the Bonds but to assure and facilitate, 
to the extent feasible and practicable, the restoration of damaged or 
destroyed properties and to minimize the interruption of service to 
City and others. 

1.0. Term of Contract. This Contract shall continue in force and 
effect for a period of fifty years froxn the date of the first tender of 
delivery by the District of water to City, and for the period of time in 
addition thereto while any of the Bonds are outstanding and unpaid. 
City shall have the right to an extension of the term of this Contract 
beyond the initial fifty year term in like manner and to the extent that 
District's contract with Government may be extended beyond the 
initial fifty year term. 

11. Modification. This Contract may be changed or modified only 
with the consent of the governing bodies of both District and City. 
Such modification may be requested by either party, in which event a 
joint meeting of such governing bodies shall be held not lesa than 
ninety clays after the giving of such notice, at which joint meeting the 
requested changes or modifications shall be considered and discussed. 
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No such change or modification may be made which will affect ad-
versely the prompt payment when due of all moneys required to be 
paid by City under the terms of this Contract and no such change ehall 
be effective which would cause a violation of any provision of the 
Resolution authorizing or the indenture securing the Bonds. 

12. Regulatory Bodies. This Contract shall be subject to all valid 
rules, regulations and laws applicable hereto passed or proznulgated by 
the United States of America, the State of Texas or any governmental 
body or agency having lawful jurisdiction or any authorized repre-
sentative or agency of any of them. 

12. Notices. AB notices or eonununications provided for herein 
shall be in writing and shall be either delivered to City or Distriet, or 
if mailed, shall be sent by registered mail, postage prepaid, addressed 
to City at Plano, Texas, or until otherwise specified by the District 
in writing, to District at Wylie, Texas. 

IN WITNESS WFIEREOF, the parties hereto acting under author-
ity of their respective governing bodies have cooed this Contract to be 
duly executed in several counterparts, each of which shall constitute 
an original, all aa of the day and year first written above. 

Nom ?I'EXAS MUNICIPAL WATER DISTRICT 
(Signed) By J. C. Carrrazza. 

President 
ATTEST: 

C. HANSPOR1D RAY 
Secretary 

(SEAL) 
Cirr OF PLANO, TEXAS 
(Signed) By FRED E. MBEs 

Mayor 
Are= 

W. P. YARBROUGH 
City Secretary 

(SEAL) 
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THE STATE OF TMAS) 
COUNTY or COLLIN 

BEFORE ME the undersigned Notary Public in and for Conin 
County, Texas, on this day personally appeared J. C. Cantrell and 
C. Hansford Ray, known to me to be the persons whose names are 
subscribed to the foregoing instrument and known to me to be, respec-
tively, the president and secretary of the North Texas Municipal 
Water District, and each acknowledged to me that he executed said 
instrument for the purposes and considerations therein expressed and 
in the capacity therein stated and as the act and deed of North Texas 
Municipal Water District. 

GIVEN UNDER MY IIAND AND SEAL OF orneB this the 
6th day of May, 1954. 

RUTH E. THURSTON 
Notary Public, Collin 

(Sim.) 
	

County, Tomo 

THE STATE OF TEXAS t 
COUNTY or Count f 

BEFORE ME the undersigned Notary Public in and for Collin 
Countr, Texas, on this day personally appeared Fred Miers and W. P. 
Yarbrough, each known to me to be the person whose name is sub-
scribed to the foregoing instrument and each acknowledged to me that 
he had executed the same for the 'purposes and considerations therein 
expressed and in the capacity therein stated as the act and deed of 
the City of Plano, Texas. 

EXECUTED wider my hand and seal of office this the 7th day of 
May, 1954. 

A. R. SCHELL in 
Notary Public, Collin 

(SEAL) 
	

County, Texas 
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THE STATE CP TEXAS 

COUNT?. 07 C6LLIN 

THIS CONTRACT (neroinafter called the "Contract") t:ade and 

entered Into as of th-, s the 	7th 	lay of  .(11  	, 1965 bv 

and between North Texan "unicipal Water Distrct (hereinafter 

called nPistrictn), P water conservation district, created b7 

Chapter 62 Acts of tne Perular Smssion or the 52nd Lnrislature 

(hereinafter called "Chauter 62") purottont to 4rticle 16, Section 
Collin and 

59 or the Constitution, anu the City of ';ichardson,Palles Counties, 

Texas, (hereinafter called the "City"): 

WI1NE'oIT 

WRERE/W;, the City owns Its water dintribution svstem; and 

WHEREAS, tte City is eesirous of obtainine an adenuate and 

dependable surplemental water supoly; nnd 

WHEREAS, bv the execution of tnis contract, the City is sur- 

rendering none of its ri(zht to the ownership ann cperation of Jts 

present water system, but tm exprensl” assertint,  its continued 

right to operate such present water system; and 

HEPEAS, the District has a contract with the United Stptos 

to utilize the stor,swo space between elevations 453 feet above 

mean sea level and 472 feet above mean sea level tn the Lavon PeSer- 

voir; 

IMEREAS, the Con,ress of the United States has authorized tne 

modification of the Lavon Reservoir so as to enlaree the stora7e 

capacity available to the District; and 

WHEREAS, tna District is in the proc,.ss of filine its anplice- 

tion with the Texas Water Commission for a permit which will ptrmit 

an increased annual withdrawal from said vomsrvoir; and 

WHEREAS, the District will havo available water in the onantities 

hereinafter contracted to be sold by tt to the Cat”: and 

NM, THEREFORL, in consideration or the mutua/ covenants and 

agreements here-in contained, District ammea to furnish and City 

agrees to nay for water supply services uron tne terms and conditions 

and for the consideration oereinafter Set forth, to-wit: 

1. QUANTITY. Subject only to the prnvisiOns of this section 

ann Section A hereof, District wrreez, during the period of thim 

Contract tn tender and make available to the City, for its own use 
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and at the delivery point ar, hcreir-ifter sneci"ied, treated water 

in the volume reouired bv the Catv. The minimum arount of water 

to be purchased annually and the maximum rnte oP ,ielivery shall 

be determined as follows: Por the first calendar yeat berin6inm 

with the next first day of January after the first delivery Of 

water to Cit, the City will taze or oav ror 365 million rallons 

or water at the base rate. The Citr wilL he entitled to a maxisum 

rate of delivery whiCh will be determinei in the same manner as 

the maxiPum rate of delivery is determined for merber cities. Ti"e 

minimum amount of water the Citv will be required to ourchase 

shall be reaajusted annually for the ensuino sear and such amount 

shall be determined in the sane manner as this amount is deter-lined 

for the member cities. The amount to he ourchased during the ensu-

ing year Shall not be less than the total amount of water withdrawn 

fron the District's system during the rrevious year nor 365,000,000 

r011ons, whichever Ss greater. The District's obliration under this 

contract shall he limited to a "n74 pum averap_e daily amount of 70.3 

million rallone. The Citr aPrees to raze the District for such ser-

vice in accordance uith the nrovisiom of :)ection 6 hereof. 

District will use its best efforts to remain In a Position to 

furnish water as nerein eontracted to be sald to City, bat it: -0-,''-

eations shall he limited to the a.ount of water available in Lavon, 

and shall be subordinate to the rirhts of the member Cities 3nd the 

City of Dallas, until tht present Lnvon Peservoir ha!, been enlarced 

and in oneration as ban been authorized cy the CongroŠs of the Unites 

States. 

2. WALITY. District is ohlivated to treat the water to be 

delivered bv District and receive0 hy Citv hereunder so ns to meet 

the standards of the State iea1th Department of the q,ate Of Texas. 

3.1nrNT OT DELIVERY. The point c delivery shall be in tne 

vicinity of the Aonollo road ann Juplter rlowl interneOtiOn, (ner'e-

insftr called "Point of Deliver,"). 

City aprces to construct, 7eintain -rid onerate It its oon cost 

and excense at such delivery point all ecuiroent cad facilities 
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neceesary to receive ene teke suet watev 'role District's line. 

The equipment and facilities will De operated by the Cite tn 

accordance with the terms of tne Contract. 

4. mlASURINO FWININT. District *hall furnisn, inetall, op-

erate and ruetntain at its own expense ht taid aeliverv point the 

neceesary equipment and devices of standard type rer neesurinr 

eroperlv the cuant4ty ros eeter deliyerec under this apreement. 

Such meter or meters and other enuteecnt so Installed shall remain 

the proferty of histrict. Cite shall hove ecreee to sueh meterine 

equipment at all reasonable tines, but the readinp, calibration, 

and adjustment thereof shall be done only by the employees or aFents 

of tne District. *or the Purpose of this agreement the oririnal 

record or reading of the meter or meters shall De the journal or 

other record book of Dintrict in its office in which the recorde 

of the employees nr apents or District who teee the readinr are or 

may be transcribed. Upon written reouest of City, District will 

rive Cite a copy of such journal or recOrd book, or remit City 

to have access to the same in the office of District durine reason-

able business hours. 

Not more than once in each calerdar month, on a date Rs neer 

the end of such calendar month Ps practical, District shall calibrate 

its meters ir renuested in writinr by City to do so, in the presence 

of a representative cf City, end the parties shall jointly observe 

any adjustments which are made to the meters in ease any adjustments 

shall be necessary, and if check resters have been installed bY Cite, 

the saMe ehall also be calibrated by City in the Presence of a 

representative of District and the partiPs shall jointly cbserve 

any adjustment in case env adjustment is necessary. I^ City sLall 

in writine reouest District to calibrate its meters and District 

shall eive City notice or the tine ehen any euch calibration is to 

be made and a representative or the City is net nresent at the tine 

set, Listrict nay rroceed with calibretion and ndjust,-ent in the 

absence of any representative of Vity. 

If either party at any time observes a veriation between the 

delivery reter or meters and the cneck meter or meters, if anv such 

check neter or -.geters shall be installed, Such party will promptly 
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notify the other party, and the pertiee hereto ehall then cooeerate 

to procure an immediate calibration test and loirt observation of 

any adjustment and the said meter or meters shall then be ad4 usted 

to accurany. ';,ach party shall -ive the other party Porty-eirht (48) 

hours notice of the time of all tests of meters co that the other 

party may conveniently have a repeesentative present. 

If upon any test, the nercentaee of inaccurece or any mete/gni' 

ecuipment is found to be in excess of two ner cent (2%), reris-

tration thereof shall be rorrected for 3 period extfnding back to 

the time when such inaccuracy be-an, if suet' time le aseertaineble, 

and if such ti-oe is not aseertalnable, then "or c period extendlne 

beek one-half (1/2) of the time elapsed since the laet date of call-

bration, but in no event further tacit than six (6) months. If fol any 

reason any meters are out oP se-vice or out of reeair so that thc 

amOunt of wafer delivered cannct be ascertained or commuted from 

the readinr thereof, the water delivered threueh the period such 

meters are out oP service or out of re-/air ssell be estimated and 

arreedupon by the parties hereto upon the basis of tbe heat late 

available. For such purpose, tre oest data available shall ne deemed 

to be the reeistration or any check meter or eeters ifthe same Pave 

been installed and are accurately reristerine. Otherwise, the orount 

of water delivered durinp such period MeY be estimated (i) rv cor-

rectire tbe error if the nercentaee of the error ie Iscertainable by 

calibration teats or mathematical calculation, or (ii) estimatinm 

the quanity of oelivery by deliveries durini, the precedin- periods 

under similar conditions when the neter er meters were registerine 

accurately. 

5. UNIT OP fiCASURbMENT. The unit or measurement for woter 

delivered hereunder snall be 1000 eellons of water, U. S. stendard 

Liquid Yeasure. 

6. "TICE AND TERvS. (a) The service to be rerformed under 

this Contract by District consist: of the readinens nf the District 

to deliver to City, upon its demend, wate/ in accordance witr the 

Provisions of Section 1, hereof. 
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In rtturn for cuch scrviCe City arrrees to rareensate District 

by oayment of certain minimum annual 34M: of --oney, for each of 

which aaia qui.; Di-triot ariees, if recuired by City, to deli)>er all, 

or so much thereo as City may desire, of a certain correbpondiam 

volume of water as set forth in lection 1 ?hove. Toe aroJnt of 

the nininur anhoal parrent tr be nade t)  City 'or a eiyen calendar 

year Is determined b,  nultiolvin-  the base rrite determined each 

rear for the merber cities oy tut numher ,' thousand aallOns of 

water specified in lection .1 ahove annlicsble to auch Year. 

(For such service per"ormed 133 District nrior to the first 
full calendar year, the rinimur monthly naynent shall be 
for such fractional nortien of the calendar year at the 
rate hrescribed for the first full_ calendar oear.) 

Bo-inninzr with the rtrSt delivery and aohtlnuirw until the 

end cf the bixth complete calendar year thereafter the City shall 

pay at the base rate determined ecch vear for tne member eitie$ 

with no water at a lesser rate durinr said neriod irrespective 

of the amount tcsen. After the close of tne six %'ear herind the 

City's rates for both miniru- and excess amounts of water shall be 

the rare as those for mercer cities. 

Payment of the minimum annual service charres listed above 

shall be rade each year b-,  the City to the rhtstrict in twelve eaual 

monthly inztallnents, arah of which shtal te due and eavahle on or 

before the lOth day of the nonth followinr the service. 

Liability tor rakinr paments aa neretn aet forth shall 

commence on the date of the first tenaer of delivery nf water to 

the Citq b,  tae District at the f-int o' DeJiVe,7. 

The quantities and rates set ,,..t In Section 1 ana Section 6 

hereof shall be reviewed at the end of the fl:,at full calendar 

year after the first delivery of ).etar and the rata shall he 

redeterdlined br the Board of Directors c'' the Distr,ct in the 

same ranner as i'.. is determined for nember cities. 

7.. SPECIAL CO1DITI0115. (a) District and CItr each arrees to 

nroceee nromotly Nith the construction of tLe facilities necestarv 

to the nerforrance of itS ooliobtiOnt hereunuer. IT i.= not in 

popition to ruara-tee the date on vnleh it will be able to 'ake the 

first delifer!,  of water to Citv, bit hiatrirt As nakinr dilipert 

effort to rave Its facilities completea to Point et Delivery so is 
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to furnish water tc the City bv June 1, 1966. District shall not 

be liable to the Cit.": for any damnpes occarioned bv dela2 in the 

commencement of such service to City. After water is first tenderco 

for delivery to City et 2oint of 1)e1iverv, District shall, subject 

to other tervs and conditions of this Contract, continually hold 

itself ready, willing and able 	surely water to City to the extent 

of the ,,axinur amount heretn centrt,cteet to be rurnished to Cite7 	Lia- 

bility of the District under this covenant sz 11 be suh;lect to the 

provisions of Section 8 nf this contract. 

(b) Title to all water supplied he-eunder shall remain in tne 

District to Point of Delivery, and upon pasainr throurthDistricVs meter 

installed at Point of Delivery title to the water 311,111 pass to City. 

Each lush party hereto snall avree to save and hold the other oc,:rtv 

harmless from all clains, demands, and causes or action which 'ssy be 

asserted by anyone on necount of the trr,nsoortation, deiivrr sof. 

disposal of said watex whilts title re,..alns in such rarty. This covenant 

ic not nade for the benefit of any third party. 

(o) City represents and covenants that all paymentS to be made 

hereunder by it shall constitute "Coeratinv Lxpenses" of its water-

works system as authorized in Chapter 3112 and as oefined in Article 

1113 of the Revised Civil Statutes of Texas aS atsended, Pad that 

such payments will constitute orerating expenses as to any and ell 

revenue bondc of tho City which are suororted Jn whole or in nart bv 

a plecirrs,  of the revenues of the City's waterworks system, with the 

effect that the City's oblication to make paY-ents from Its water 

revenues Under this Contract has priorit'r oyex its otllastion to make 

payments of the principal of nnd interer,t or any such bonds which r.re 

or will be supported In vhole or in part by A olcdre of the City's 

waterworks system revenues. 

(d) City arrees to fix arul collect such cPteu and charres for 

water and services tu pc supplier' 	its wsterworke 31fabe" a5 Will 

Make posoible the nrompt -avncnt of all exrenoes of operWint and 

maintaininc lt.z, waterworko 3vster includtn,. all o'l”nents -ontrneted 

nereunder, and the nrompt oaynent of the nrinainal of and Interest 

on its obli,-atiors n17able 'rem the revenvee or lte wsterworrs ,t7stem, 
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8. FoROE "APJEURE. In case of reasor of ""orce -ajenre" either 

party hereto shall he rendered unaple /holly or ln rart to carry ont 

itS oblimations under this arreerent, other than the ohliention of 

City tO make the payments renuired under the tern? beroof, then if 

such part/ shall rive notice and full oarticulars of such "vorce 

flajeure" in oeitinr to the other party within P rensonabie time after 

occurrence of the event or ceuse relied on, the cblirstion of the 

party Rivinf eueh notice, so 'fir as it JS affected hy a/ch "Porce 

voieure", shnll he suspended durine the continuance of tne inability 

then claimed, but for no lonrer perion, nnd anv sucle pnrtir snail 

endeavor to remove or overcome sue: inability lith all reasonable 

dispatch. The terr "Force TWeure" AG enrioved herein, shall mean 

acts of flod, strikes, lockouts, or other industrial ðisturbanceii, 

acts of public enemy, orders of any kind of the 'oyernment 0' 

the United States or the State of Texns or pnv oivil or rilitarY 

authority, insurrections, riots, epidemics, landslides, liehtninr, 

earthnuake, fires, hurricanes, storms, floons, aashout/.., deourths, 

arrests, restraint of ,-overnment and people, civil disturbances, 

exoolosions, breakome er accidents to ,inchiner,-, ripe lines or 

canals, partial or entire failure of 4ater supoly, and inability on 

part of District to deliver vater hereunder, or or city to receive 

water nereunder, on account of any other causes. not reasonable with- __ 

in the control of the ;art'r clnicior such inability. It to under-

stood and arreed that the settlement of strikes and lockouts shall 

be entirely within the discretion of tno paetY havine the olf:icolty, 

and that the above reouirement that any Foree g‘-jeure shall be remedied 

with all reasonable disostch sholl not require the settlement or strikes 

and lockouts by accedine to tne demands or the oopostnr rarty or Parties 

wnen such settlement lc unfavorable to it in the jud,,nent or the party 

havine difficulty. Porce leisure shall not relieve City of its oali-

gation to make Payments to District as required under Cection 6. 
9. TF1 01P COvT.FPCT. This Contract shill eootinue in 'orce ano 

effect to the year 2006 A.D. with the rirnt to extension foe so Ion.' 

as the District has a contract with the United States :overrment to 

aecure water rrom the Lavoo r,n and reseeyoir Project pa is now con-

structed or io oereafter be rodltied. 
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10. MODIFICATION. Thia Contract Y'av Le chanred or Codified only 

with the consent of the ,---oyernin;. bodies o both Distrlctand City. 

Such modification Ilay be "cauested be eitner lartv, in which event 

a ,'oint meeting of such coverninr bodies shall be held not less than 

ninety days after the f...,iyine of such notice, at which joint reetino-

the reluested chanres or modl'ications shell be considered and 

discussed. Io such change or modification may he rade which Yill 

affect adversely the orosint nairent when dUe of Pll 11)Oneys required 

to be paid bv City under the terrs of this Contract. 

)1. ilEqUATORY BODIES. This Contract shall be subject to all 

valid rules, rewletiods and laws arnlicable hereto wassed or 'roaul-

gated uy the United Stptes of Ameriaas  the Stat.. of Texas or anv 

1!:overnmenta1 poov or arency havin= la.ful jurisdiction or env author-

ized re;resentatlye or arencv of an- of them. 

12. NOTICES. A11 notices or concunicatinns provided for herein 

shall be Ln writinr, and ahall be either delivered to Citv or District, 

or if mailed, shall be sent by reristered mail, poStsoc nrepaid, ad-

dressed to Citl,  of :lichardson, Y3chardson, Texan, or until otherwise 

specified by the Distriet in writing, to District at Wylie, Texas. 

IN WITTE:SS WNE1E01", the parties hereto actin0* under authority 

of their respective coverninv bodies have caused this Contrast to be 

duly executed in several coanternarts, each of whiCh shall constitute 

an oririnal, all as of the day and velr first written above. 

NO?Tif TXA ru;JJIpAr. 	DTSTRICT 

' 	 
Pres den 

ATTEST: 

 

Secretar 

cr,:v n" 

=I 	" 	irsc. 	r' _ 

TTTEST: 

Secretary 
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ATTACHMENT B 

North Texas Municipal Water District 
Regional Water Supply Facilities 

Amendatory Contract 



NORTH TEXAS M(JNICIPAL WATER DISTRICT 
REGIONAL WATzg gttyrirdtzwupyrus AKENWORY Q0N •  VT  

THE STATE OF TEXAS 

NORTH TEXAS MUNICIPAL WATER DISTRICT : 

THIS AMENDATORY CONTRACT (the "Contract") made and entered 

into as of the lst day of AUGUST, 1988 (the "Contract Date"), 

by and between NORTH TEXAS MUNICIPAL WATER DISTR/CT (the 

"District"), a conservation and reclamation district and 

political subdivision of the State of Texas, created and 

functioning under Article 16, Section 59, of the Texas Consti-

tution, pursuant to Chapter 62, Acts of the 52nd Legislature, 

Regular Session, 1951, as amended (the "Distriet Act"), and the 

following: 

CITY OF FARMERSVILLE, /N COLLIN COUNTY, TEXAS, 
CITY OF FORNEY, IN KAUFMAN COUNTY, TEXAS, 
C/TY oF GARLAND, IN DALLAs COUNTY, TEXAS 
CITY OF McKINNEY, IN COLLIN COUNTY, TEXAS, 
CITY OF MESQUITE, IN DALLAS COUNTY, TEXAS, 
CITY OF PLANO, IN COLLIN AND DENTON COUNTIES, TEXAS, 
CITY OP PRINCETON, IN COLLIN COUNTY, TEXAS, 
CITY OP RICHARDSON, IN DALLAS AND COLL/N COUNTIES, TEXAS, 
CITY OF ROCKWALL, IN ROCKWALL COUNTY, TEXAS, 
CITY OP ROYSE CITY, IN ROCKWALL AND COLLIN COUNTIES, TEXAS, and 
CITY OF WYLIE, IN COLLIN COUNTY, TEXAS 

(collectively the "Initial Contracting Parties"). 

WITNESSETH  

WHEREAS, each of the Initial Contracting Parties is a duly 

incorporated city and political subdivision of the State of 

Texas operating under the Constitution and laws of the State of 

Texas; and 
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wREPEAS, the District and the Initial Contracting Parties 

are authorized to enter into this Contract pursuant to the 

District Act, Vernon's Ann. Tex. Civ. St. Article 4413(32c) 

(the "Interloca). Cooperation Act"), and other applicable laws; 

and 

WHEREAS, the District presently owns water rights in Lavon 

Reservoir on the East Fork of the Trinity River in Collin 

County, Texas, and owns and operates other water supply and 

treatment facilities which serve the Initial Contracting 

Parties (the "Existing System"); and 

WHEREAS, the District has duly issued and delivered the 

following described bonds (the "Outstanding Bonds") which were 

issued to acquire and construct, and to refund bonde issued to 

acquire and cOnstruct, the Existing System: 

North Texas MUnicipal Water District Water System Revenue 
Bonds, Series 2985, dated August 1, 1985, now outstanding 
in the aggregate principal amoUnt of 578,967,321.45; and 

North Texas Municipal Water District Water System ReVenue 
Bonds, Series 1987, dated March 1, 1987, now outstanding 
in the aggregate principal amount of $24,565,000: and 

WHEREAS, the District presently supplies and sells treated 

water from the Existing System to the Initial Contracting 

Parties under eleven separate treated water supply contracts, 

including various amendments thereto, now in effect; and it is 

acknowledged and agreed that the Existing System is inadequate 

to provide known future treated water requirements of the 

Initial Contracting Parties, thus making this Contract 
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necessary to enable the District to acquire and construct 

additional treated water supply and treatment facilities and 

make it possible for the District to supply such requirements: 

and 

WHEREAS, the existing treated water supply contracts 

recognize that the District has assumed the responeibility for 

supplying all treated water needs of the Initial Contracting 

Parties; and 

WHEREAS, each of said existing treated water supply 

contracts originally was dated as of December 12, 1953, exCept 

for the City of Richardson contract originally dated as of 

April 7, 1965, and each is similar in form and substance, and 

such contracts, including all amendments thereto, collectively 

presently provide the principal source and security for the 

payment of the District's Outstanding Bonds; and 

WHEREAS the District proposes to acquire, construct, and 

complete additional surface water supply and treatment facili-

ties from the following additional sources: Lake Texoma on the 

Rod River, Cooper Dam and Reservoir in Hopkins and Delta 

Counties, Texas, a proposed new Bonham Dam and Reservoir in 

Fannin County, Texas, and other facilities wherever located to 

enable the District to supply treated water as needed to 

Contracting Parties and others (the "Projects"); and 

WHEREAS, it is deemed necessary and advisable by the 

parties hereto that each of the eleven separate existing 
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treated water supply contracts, and amendments thereto, between 

the District and each Initial Contracting Party be amended and 

completely replaced with this single Contract so that the 

entire relationship between the District and all of the 

Initial contracting Parties with respect to the System and the 

Bonds (as such terms are hereinafter defined) will be set forth 

in this Contract; and 

WHEREAS, it is specifically represented, certified, and 

covenanted by the District that none of the amendments or 

modifications to the aforesaid existing treated water supply 

contracts with the /nitial contracting Parties which will occur 

as a result of entering into this Contract will in any way have 

an adverse affect on the operation of the System or the rights 

of the owners of any Bondst and that this Contract will provide 

security for the owners of all Bonds and obligate the Initial 

Contracting Parties to make and assume unconditional specific 

payments with respect to the System and the Bonds: and 

WHEREAS, the provisions of this Contract are similar in 

concept, essence, and intent to the provisions of the aforesaid 

existing treated water supply contracts and basically restate, 

reorganize, and expand same, including certain clarifications 

and updating, and establishing certain billing procedures and 

adjustments between the parties with respect to the use of, and 

payments with respect to, treated water from the System, which 

billing procedures and adjustments are solely between the 
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Initial Contracting Parties and do not affect the unconditional 

obligations of such parties with respect to the System and 

Bonds; and 

WHEREAS, it is expected by the parties hereto that after 

the execution of this Contract, Bonds for parts of the Projects 

will be issued as soon as deemed advisable and necessary by the 

District. 

NOW, THEREFORE, in consideration of the mutual covenants 

and agreements herein contained, the District agrees to use its 

beet efforts to acquire, construct, and complete the Projects 

and other System facilities, when and as the District deems it 

advisable, and to supply treated water to Contracting Parties 

and others from the System, upon and subject to the tetras and 

conditions hereinafter set forth, and, subject to the provi-

sions of Section 13(b) and (c) hereof, the District and the 

Initial Contracting Parties agree that each of the eleven 

presently exiating treated water supply Contracts described 

above between the District and the Initial Contracting Parties 

are hereby amended, modified, combined, and consolidated so as 

henceforth to be in their entirety and for all purposes as 

follows, to—wit: 

Section 1. DEFINITION OF TERMS. The following terms and 

expressions as used in this Contract, unless the context 

clearly shows otherwise, shall have the following meanings: 
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(a) "Additional Contracting Party" means any party not 

defined as one of the Initial Contracting Parties with which 

the District makes a contract similar to this Contract for 

supplying treated water from the System, provided that after 

execution of any such contract such party shall become one of 

the Contracting Parties for all purposes of this Contract. 

(b) "Annual Payment" means the amount of money to be paid 

to the District by each of the Contracting Parties during each 

Annual Payment Period As its proportionate share of the Annual 

Requirement. 

(c) "Annual Payment Period" means the District's fiscal 

year, which currently begins on October 1 of each calendar year 

and ends on September 30 of the next following oalendar year, 

but which may be any twelve conseeutiVe month period fixed by 

the District; and the first Annual Payment Period under this 

contract shall be the period of October 1, 1988, through 

September 30, 1989. 

(d) "Annual Requirement" means the total amount of money 

required for District to pay all Operation and Maintenance 

Expenses of the System, and to pay the Bond Service component 

of the Annual Requirement as described in Section 9(a) hereof, 

including debt service on its Bonds, and any sums required to 

pay or restore any amounts required to be deposited in any 

special or reserve funds required to be established and/or 

maintained by the provisions of the Bond Resolutions. 
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(e) "Bond Resolution" means any resolution of the Dis-

trict which authorizes any Bonds. 

(f) "Bonds" means the Outstanding Bonds liSted in the 

preamble to this Contract, and all bonds hereafter issued by 

the District, whether in one or more series or issues, and the 

interest thereon, to acquire, construct, complete, improve, 

and/or extend the System or any System facilities, including 

the Projects, and/or otherwise to improve or extend the System, 

and any bonds issued to refund any Bonds or to refund any Ouch 

refunding bonds. 

(g) "Contracting Parties" means the "Initial Contracting 

Parties", as defined in the first paragraph of this Contract, 

together with any other party or parties which hereafter 

becomes one of the Contracting Parties by becoming An Addition-

al Contracting Party. 

(h) "Contracting Party" means any one of the Contracting 

Parties. 

(i) "District" means the "DiStrict" as detined in the 

preamble to this Contract. 

(j) "Existing System" means the "Existing System" as 

defined in the preamble to this Contract. 

(k) "MGD" is an abbreviation for "million gallons of 

water per day" and means a quantity of water during a period of 

time expressed for convenience in terms of an average annual 

daily quantity during an Annual Payment Period. Tbe value of 2 
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MGD, for example, is calculated as follows: two million 

gallons multiplied by the number of days in an Annual Payment 

Period. 

(1) "Operation and Maintenande Expenses" means all 

reasonable costs and expenses of operation and maintenance of 

the System, including (for greater certainty but without limit-

ing the genera).ity of the foregoing) repairs and replacements, 

operating personnel, the cost of utilities, the amounts 

required to pay the U.S. Army Corps of Engineers or any other 

federal, state, or local agency for water storage rights or 

other interests in water in any reservoir, or for the purchase 

of water, or for the use or operation of any property or 

facilities, the costs of supervision, engineering, accounting, 

auditing, legal services, insurance premiums, supplies, 

services, administration of the System, and equipment necessary 

for proper operation and maintenance of the System, and 

payments made by District in satisfaction of judgments 

resulting from claims not covered by District's insurance 

arising in connection with the acquisition, construction, 

operation, and maintenance of the System. The term also in-

cludes the charges of the bank or banks acting as paying agents 

and/or registrars for any Bonds. The term does not include 

depreciation. 

(m) "Outstanding Bonds" means the Outstanding Bonds, as 

defined in tne preamble to this Contract. 

a 

75 



(n) "Projects" means the "Projects" as defined in the 

preamble to this Contract. 

(o) "System" means collectively the Existing system and 

the Projects, and all of the District's existing water rights, 

and water.storage, treatment, transportation, distribution, and 

supply facilities, including all dams, reservoirs, and other 

properties or interests therein wherever located, which hereto-

fore have been acquired or constructed with the proceeds from 

the sale of the Outstanding Bonds, or the bonds refunded by 

same, or with any other bonds or other obligations of the-

District payable from and secured by a lien on and pledge of 

any part of the revenues of the System, or with revenues from 

said System, together with all future improvements, enlarge-

ments, extensions, and additions to any of the foregoing, and 

all future new facilities and/or water rights, which are 

acquired or constructed with the proceeds from the sale of any 

Bonds or revenues from the System, and any water supply or 

treatment facilities which are deliberately and specifically, 

at the option of the District, made a part of the System by 

resolution of the Board of Directors of the District, and all 

repairs to or replacements of the System. Said terns do not 

include any District facilities which pravide wastewater 

treatment or disposal services, or solid waste disposal servic-

es, of any kind. Said terms do not include any facilities 

acquired or constructed by the District with the proceeds from 
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the issuance of "Special Facilities Bonds", which are hereby 

defined as being revenue obligations of the District which are 

not issued as Bonds (as hereinbefore defined), and which are 

payable from any source, contract, or revenues whatsoever other 

than revenues from the System. 

(p) "treated water" means potable water treated to the 

standards of quality specified in Section 5 of this Contract. 

Such term does not include non-potable water such as wastewater 

or other non-potable water derived, treated, or produced from 

any source by any Contracting Party. 

(q) "'Water Year" means the period of August 1 of each 

calendar year through July 31 of the next following oalendar 

year. 

Section 2. CONSTRUCTION OF PROJECTS. The District agrees 

to use its best efforts to issue its Bonds, payable from Annual 

Payments under this Contract, to acquire and construct the 

Projects and other System facilities when and AS needed, as 

determined by the District, to supply treated water to all 

Contracting Parties. It is anticipated that such acquisition 

and construction will be in phases and that each phase will be 

financed by the District through the issuance of one or more 

series or issues of its Bonds; and the District agrees to use 

its best efforts to issue its Bonds for such purpose. Bonds 

also may, at the discretion of the District, be issued to 

refund any Bonds, and be issued to improve and/or extend 
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any System facilities. The proceeds from the sale and delivery 

of the Bonds may be used to fund debt service reserve funds or 

contingency funds and interest during construction to the 

extent deemed advisable by the District, and for the payment ot 

all of the District's expenses and costs in connection with any 

Projects or other System facilities and the Bonds, including, 

without limitation, all financing, legal, printing, and other 

expenses and costs related to the Bonds and the Projects and 

other System facilities. 

Section 3. QUANTITY. (a) The District agrees to sell 

and to deliver treated water under this Contract to each 

Initial Contracting Party, respectively, at its Point or Points 

of Delivery as described in SectiOn 6 hereof, and each Initial 

contracting Party agrees to take at its Point or Points of 

Delivery alI treated water required for use by such Initial 

COntracting Party during the term of this Contract, including 

all treated water for such Initial.Contracting Party'š own use 

and for distribution to all customers served by sUch Initial 

Contracting Party's treated water distribution system, whether 

inside or outside its boundaries. rt is specifically provided, 

however, that after the Contract Date, no Contracting Party 

shall enter into, renew, or amend with regard to volume of 

water to be supplied, any agreement to supply any such treated 

water for use outside its boundaries or the area of its statU-

tory extraterritorial jurisdiction unless each such agreement 
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is approved by the Board of Directors of the District (which 

approval shall not be Unreasonably withheld) and made subject 

and subordinate in all respects to the water requirements of 

all of the Contracting Parties collectively. No Contracting 

Party shall become a party to any contract for the sale of 

treated water which would violate or be inconsistent with the 

provisions of this Contract, and all such contracts shall 

recognize the priority of treated water use as provided in this 

Contract. /t is the intention of the parties hereto that the 

System shall be the sole and excluSive source of all treated 

water supply for each of the Contracting Parties. nowever, 

notwithstanding the foregoing proVisions of this subsection 

(a), if, after the Contract Date, any Contracting Party should 

legally and finally annex or consolidate with any territory 

which has a source of treated water supply other than from such 

Contracting Party, then the District and such Contracting Party 

are authorized to, and may, negotiate and enter into agreements 

which would allow the continued use of such other source within 

such annexed territory upon such terms and conditions as are 

mutually agreeable to the District and such Contracting Party, 

and as an exception to the foregoing requirements with respect 

to exclusivity. The District will use its best efforts to 

furnish and remain in position to furnish treated water suffi-

cient for all reasonable treated water requirements of each 

Contracting Party, but its obligation shall be limited to the 
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amount of treated water available to it from the System; and 

provided that the maximum rate of delivery shall be consistent 

with the capacities and abilities of System facilities, and 

shall not exceed the amounts fixed on ah equitable and uniform 

basis by the Board of Directors of the District. The District 

agrees to use its best efforts to issue its Bonds in amounts 

necessary to acquire, construct, maintain, improve, and extend 

the entire System, including the Projects and other System 

facilities, so as to enable the District to furnish such 

treated water. As between the Contracting Parties, if treated 

water from the System must be rationed such rationing shall, 

within the limite permitted by law, be done by the District on 

the basis of the relative actual total amount of all treated 

water from the entire System taken by each such Contracting 

Party, respectively, during the last preceding Annual Payment 

Period in which rationing among said parties vas not necessary. 

(b) If the District is at any time during the term of 

this Contract unable to supply all the treated water require-

ments of the Contracting Parties for any reason, or if it 

should become apparent that the District will become unable to 

supply the Contracting Parties with their water requirements, 

and any Contracting Party determines that it is necessary to 

procure treated water from sources other than the District, 

then such Contracting Party shall give written notice to the 

District of its intention and desire to procure treated water 
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from sources other than the District, and its reasons therefor. 

Unless, within Sixty (60) days from the receipt by the District 

of such written notice, the District shall object to such 

procurement (such objection to be evidenced by a resolution 

adopted by a vote of a majority of all members of the Dis-

trict's Board Of Directors), then such Contracting Party may 

proceed to procure such treated water from other sources at its 

sole cost, and without any liability for damages accruing in 

favor of or against the District by reason thereof. However, 

such Contracting Party shall nevertheless continue to be • 

obligated to take from the District and pay for all treated 

water at any time available to such Contracting Party from the 

District's System up to the full treated water requirements of 

such Contracting Party. In no event shall the taking of 

treated water from a source other than the District relieve any 

Contracting Party from making all payments due the District 

under this contract. PUrther, all Contracting Parties shall at 

all times have the right to secure treated water from any 

possible source (i) in any emergency when the District is 

unable to deliver treated water from the System because of any 

**Force Majeure" as defined in this Contract, or (ii) in any 

other emergency situation, as determined by a Contracting Party 

for a period not to exceed thirty days, or for any longer 

period approved in writing by the District. Notwithstanding 

the foregoing provisions of this Contract, any Contracting 
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Party also may purchase treated water from a source other than 

the System, if the District determines that such purchase is in 

the best interests of the District and the Contracting Parties 

and gives written approval to such purchase; and in such case, 

for the purposes of this Contract, the District shall be deemed 

to be the constructive purchaser of such water and such water 

shall be deemed to be System water, and the District shall 

either pay for said water on behalf of such Contracting Party 

or reimburse such Contracting Party for the cost of such water, 

and such Contracting Party shall pay the District for such 

water the same as if it were regular System water. 

Section 4. OTHER CONTRACTS. (a) The District reserves 

the right to supply treated water from the System to Additional 

Contracting Parties under contracts similar to this Contract, 

subject to the requirements concerning "minimums" ad provided 

in Section 9(c) hereof. Each contract with any Additional Con-

tracting Party shall comply with the requirements of this 

Contract, shall substantially restate the essential provisions 

of this Contract, and shall be structured to be similar hereto 

to the fullest extent applicable and practicable, with such 

additions or changes as are necessary to meet the actual 

circumstances, with the effect that each additional contracting 

Party will in effect adopt the provisions of this Contract, as 

supplemented and necessarily changed by its contract. 
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(b) It is recognized and agreed that the District now has 

many System water supply contracts with entities other than the 

Initial Contracting Parties, which contracts will remain in 

full force and effect, in accordance with their terms and 

provisions, after the Contract Date. The District shall 

enforce the aforesaid existing water Supply contracts during 

the entire terms thereof, unless any such contract is replaced 

by a contract with an Additional Contracting Party hereunder. 

Upon the expiration of each such contract With any party the 

District thereafter may sell water to such party only on the 

basis that it is a new customer with respect to System water. 

(c) It is further recognized and agreed that in the 

future the District may sell any water from the System to 

parties which are not Additional Contracting Parties, provided 

that all such future sales of water from the System to parties 

which are not Additional Contracting Parties shall, within the 

limits permitted by law, in all respects be subordinate to the 

prior rights of the Contracting Parties to water from the 

System, and all such sales and contracts relating thereto shall 

recognize, and be made subordinate to, such prior rights. 

(d) It is recognized and agreed that concurrently with 

the execution of this Contract the District and the City of 

Garland will execute a separate agreement with respect to raw 

industrial water to be taken directly by Garland from Lavon 

Reservoir tor use as cooling water for its steam electric 
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generating plant. Such agreement will substantially restate 

and completely replace the rights and obligations of the 

parties with respect to raw industrial water from Lavon Reser-

voir under the presently existing additions and modifications 

dated November 6, 1964, and August 7, 1973, respectively, to 

the original treated water contract dated December 12, 1953, 

between the District and Oarland. After the execution of said 

separate agreement, it will constitute the sole agreement 

between said parties with respect to raw industrial water in 

Lavon Reservoir, and this Contract will constitute the sole 

agreement between said parties with respeot to treated water 

from the System. 

Section 5. QUALITY. The water to be delivered by the 

District and received by each Contracting Party shall be 

treated water from the System. Each Initial Contracting Party 

has satisfied itself that such water will be suitable for its 

needs, but the District is obligated to treat such water so as 

to meet the standards of all State and Federal agencies having 

jurisdiction over water quality. The District and the con-

tracting Parties shall cooperate, each within its legal powers, 

in preventing, to the extent practicable, the pollution and 

contamination of the reservoirs and watersheds from which 

System water is obtained. 

Section 6. POINTS OF DELIVERY. The Point or Points of 

Delivery fcr each initial Contracting Party shall be the Point 
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or Points of Delivery applicable to it under its present 

treated water supply contract with the District, or at any 

other Point or Points of Delivery mutually agreed upon between 

the District and such Initial Contracting Party. Each Con-

tracting Party shall construct, maintain, and operate, at its 

own cost and expense, all facilities and equipment necessary to 

receive and take all treated water delivered to it under this 

Contract. 

Section 7. MEASURING EQUIPMENT. 

(a) District shall furnish, install, operate, and main-

tain at its own expense at each Point of Delivery of each 

Contracting Party the necessary equipment and devices of 

standard type for measuring properly the quantity of treated 

water delivered under this agreement. Such meter or Waters and 

other equipment so installed shall remain the property of 

District. Each Contracting Party shall have access to such 

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

calibration, and adjustment thereof shall be done only by the 

employees or agents of the District. For the purpose of this 

agreement the original record or reading of the meter or meters 

shall be the journal or other record book of District in its 

office in which the records of the employees or agents of 

District who take the reading are or may be transcribed. Upon 

written request of any Contracting Party, District will send it 

a copy of such journal or record book, or permit it to have 
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access to the same in the office of District during reasonable 

business hours. 

Not more than once in each calendar month, on a date as 

near the end of such calendar month as practical, District 

shall calibrate its meters if requested in writing by a Con-

tracting Party to do so, in the presence of a representative of 

the Contracting Party, and the parties shall jointly observe 

any adjustments which are made to the meters in case any 

adjustments shall be necessary, and if the check meters herein- 

after provided for have been installed, the same shall also be 

calibrated by Contracting Party in the presence of a represen-

tative of District and the parties shall jointly observe any 

adjustment in case any adjustment is necessary. If any Con-

tracting Party shall in writing request District to calibrate 

its meters and District shall give the tontracting Party notice 

of the time when any such calibration is to be made and a 

representative of the Contracting Party is tot present at the 

time set, District may proceed with calibration and adjustment 

in the absence of any representative of the contracting Party. 

If a Contracting Party or the District at any time ob-

serves a variation between the delivery meter or meters and the 

check meter or meters at that Contracting Party's Point or 

Points of Delivery, if any such check meter or meters shall be 

installed, such party will promptly notify the other party, and 

the District and such Contracting Party shall then cooperate to 
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procure an immediate calibration test and joint observation of 

any adjustment and the same meter Or meters shall then be 

adjusted to accuracy. The party performing the test shall give 

the other party forty-eight (48) hours notice of the time of 

all tests of meters so that the other party may conveniently 

have a representative present. 

If upon any test, the percentage of inaccuracy of any 

metering equipment is found to be in excess of two per cent 

(2%), registration thereof shall be corrected for et period 

extending back to the time when such inaccuracy began, if such 

time is ascertainable, and if such time is not ascertainable, 

then for a period extending back one-half (1/2) Of the time 

elapsed since the last date of calibration, but in no event 

further back than a period of six (6) months. If for any 

reason any meters are out of repair $o that the amount of wmter 

delivered to a Contracting Party cannot be ascertained or 

computed from the reading thereof, the water delivered through 

the period such meters are out of service or out of repair 

shall be estimated and agreed upon by the District and such 

contracting Party upon the basis of the best data available. 

For such purpose, the best data available shall be deemed to be 

the registration of any check meter or meters if the same have 

been installed and are accurately registering. Otherwise, the 

amount of water delivered during such period may be estimated 

(i) by correcting the error if the percentage of the error is 
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ascertainable by calibration tests or mathematical calculation, 

or (ii) estimating the quantity of delivery by deliveries 

during the preceding periods under similar conditions when the 

meter or meters were registering accurately. 

Any Contracting Party may, at its option and its own 

expense, install and operate a check meter to check each meter 

installed by District, but the measurement of water for the 

purpose of this agreement shall be solely by District's meters, 

except in the cases hereinabove specifically provided to the 

contrary. All such check meters shall be of standard make and 

shall be subject at all reasonable times to inspection and 

examination by any employee or agent of District, but the 

reading, calibration and adjustment thereof shan be made only 

by the contracting Party, except during any period when a check 

meter may be used under the provisions hereof for measuring the 

amount of water delivered, in which case the reading, calibra-

tion, and adjustment thereof shall be made by District with 

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

or installed by District. 

Section S. UNIT OF MEASUREMENT. The unit of measurement 

for treated water delivered under this Contract shall be 1,000 

gallons of water, U.S. Standard Liquid Measure. 

section 9. PRICES AND TERMS; PAYMENTS BY CONTRACTING 

PARTIES. (a) Annual Reauirement and Proportionate Payment. 
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it is acknowledged and agreed that payments to be made under 

this Contract and any similar contracts with Additional Con-

tracting Parties will be the primary source available to the 

District to provide the Annual Requirement, and that, in 

compliance with the District's duty to fix and from time to 

time revise the rates of compensation or charges for water sold 

arid services rendered and made available by the District, the 

Annual Requirement will change from time to time, and that each 

such Annual Requirement shall be allocated among the Centract-

ing Parties as hereinafter provided, and that the Annual 

Requirement for each Annual Payment Period Shall at all times 

be not less than an amount sufficient to pay or prOvide for the 

payment of: 

(A) An "operation and Maintenance Component" equal 

to the amount paid or payable fOr all Operation 

and Maintenance Expenses of the System; and 

(B) A "Bond Service Component" equal to: 

(1) the principal of, redemption premium, if 

any, and interest on, its Bonds, as such 

principal, redemption premium, if any, 

and interest become due, less interest.to  

be paid out of Bond proceeds or from other 

sources if permitted by any Bond Resolution, 

and all amounts required to redeem any Bonds 

prior to maturity when and as provided in 
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any Bond Resolution; and 

(2) the proportionate amount of any special, 

reserve, or contingency funds required to be 

accumulated and maintained by the provisions of 

any Bond Resolution; and 

(3) any amount in addition thereto sufficient 

to reetore any deficiency in any of such 

funds required to be accumulated and 

maintained by the provisions of any Bond Reso-

lution. 

It is agreed that for the treated water supply to be provided 

to Contracting Parties under this Contract and siMilar con-

tradts, each of the Contracting Parties shall pay, at the time 

and in the manner hereinafter provided, its proportionate share 

of the Annual Requirement, which shall be determined as hereaf-

ter described and shall constitute a Contracting Partyte Annual 

Payment. Bach of the Contracting Parties shall pay its propor-

tionate share of the Annual Requirement for each Annual 

Payment Period directly to the District, in approximately equal 

Monthly installments, or before the 10th day of eadh month. 

(b) Calculation of Proportionate payments: Rates. For 

each Annual Payment Period each Contracting Partyls proportion-

ate share of the Annual Requirement shall be a percentage 

obtained by dividing the minimum amount specified and calculat-

ed for it for such period, in accordance with sub-section (t) 
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of this Section 9, by the aggregate minimum amounts specified 

and calculated for all- Contracting Parties for such period in 

accordance with said sub-section (c). Thus the base "rate" per 

1,000 gallons of treated water which each Contracting Party 

must pay for treated water during any Annual Payment Period may 

be calculated and expressed by dividing the dollar amount of 

such Contracting Party's proportionate share of the Annual 

ReqUirement by the number of 1,000 gallons contained within its 

Specified minimum amount for such Annual Payment Period. All 

such payments for each Annual Payment Period shall be made in 

accordance with a sohedUle of payments for the appropriate 

Annual Payment Period which will be supplied to each of the 

Contracting Parties by the District. 

(c) Minimums. For the purpose of calculating the minimum 

amount of each Annual Requirement for which each Initial 

Contracting Party is unconditionally liable, without offset or 

deduction (also see Section 10(g)), each Initial Contracting 

Party, during each Anntlal Payment Period, shall be deemed to 

have taken and used the minimum annual average daily amount of 

System treated water (regardless of whether or not such amount 

is or was actually taken or used) specified for such Initial 

Contracting Party as follows: 

for each of the Initial contracting Parties, respectively, 

a minimum amount, expressed in MGD, during each Annual 

Payment Period, equal to the oreater of: 
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(I) 	.898 MGD for the City of Farmersville 

1.159 MGD for the City of Forney 

32.476 MGD for the City of Garland 

4.433 MGD for the City of McKinney 

15.806 MOD for the City of Mesquite 

28.688 MGD for the City of Plano 

.634 MGD for the City of Princeton 

19.760 MGD for the City of Richardson 

2.633 MGD for the City of Rockwall 

.523 MGD for the City of Royse City 

1.186 MGD for the City of Wylie, or 

(2) the maximum number of MGD actually taken from 

the System by such Initial Contracting Party 

during any previous Water Year (as hereinbefore 

defined) during the term of this Contract; it 

being agreed and understood that any use of 

System water in any Water Year by any Initial 

Contracting Party in excess of (i) the minimum 

amodnt specified for it in clause (1), above, or 

(ii) as determined in accordance with this 

clause (2), will establish a new minimum amount 

to be effective for the next following Annual 

Payment Period and thereafter until any pre-

viously increased minimum amount is further 
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exceeded in any subsequent Water Year, with each 

such increase in minimums to be effective for 

the next following Annual Payment Period and 

thereafter until further in(reased in accordance 

with this clause (2) . 

Notwithstanding the foregoing provisions of this sub-

section (c), if any portion of an Initial Contracting Party's 

minimum amount is attributable to treated water sold or deliv-

ered to an entity outside of its boundaries, pursuant to a 

treated water supply contract, and (i) if such entity should 

become an Additional Contracting Party and such treated water 

supply contract be terminated, or (ii) if such treated water 

slipply contract with such Initial Contracting Party otherwise 

should be terminated and in lieu thereof such entity should 

enter into a treated water supply contract with the District as 

permitted in Section 4 hereof, then such Initial Contracting 

Party's minimum amount for the next Annual Payment Period and 

thereafter shall be reduced by the maximum MGD previously taken 

by said entity from such Initial Contracting Party during any 

previous Water Year pursuant to such terminated treated water 

supply contract with such Initial Contracting Party. 

All contracts with Additional Contracting Parties shall 

provide for equitable minimums similar to those provided for 

above. Such minimums shall be fixed in amounts at least 

sufficient, as determined by the District, to assure an initial 
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Annual Payment by each Additional Contracting Party for not 

less than the amount of its estimated use of treated water 

during the first year of service under such oontract. 

(d) Excess Water Charaes. It is further agreed that, in 

addition to the amounts required to be paid by Contracting 

Parties pursuant to sub-sections (a), (b), (c), and (e) of this 

Section 9, if any Contracting Party during any Water Year uses 

System treated water in excess of the minimum amount applicable 

to it for the Annual Payment Period which commenced during such 

Water Year, then such Contracting Party shall pay an "Excess 

Water Charge" equal to that part of the Operation and Mainte-

nance Expenses (electric power, chemicals, and other similar 

costs) directly attributable to supplying such excess treated 

water to such Contracting Party, ail as determined by the 

District. Such Excess Water Charge shall be billed by the 

District to such Contracting Party as soon as practicable after 

the end of such Water Year and shall be paid to the District as 

soon as practicable thereafter, and in all events prior to the 

beginning of the next Annual Payment Period. Such Excess Water 

Charges shall be credited to and be used for paying part of the 

operation and Maintenance Expenses for the then current Annual 

Payment Period and reduce to the extent of such credits the 

amounts which otherwise would be payable by the Contracting 

Parties during such then current Annual Payment Period. 
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(e) Redetermination of Annual Requirement. Each Con-

tracting Party's share of the Annual Requirement shall be 

redetermined, after consultation with each of the Contracting 

Parties, at any tine during any Annual Payment Period, to the 

extent deemed necessary or advisable by the District, if: 

(i) The Distriot commences supplying System treated 

water to an Additional Contracting Party or Parties, 

(ii) Unusual, extraordinary, or unexpected expendi-

tures for Operation and Maintenance Expenses are 

required which are not provided for in the Dis-

trict's Annual Budget for the System or in any 

Bond Resolution; 

(iii) Operation and Maintenance Expenses are substan-

tially less than estimated; 

(iv) The District issues Bonds which require an in-

crease in the Bond Service Component of the 

Annual Payment; or 

(v) The District receives either significantly more 

or significantly less revenues or other amounts 

than those anticipated. 

(f) Other Revenues. During each Annual Payment Period 

the revenues derived from sales of System water, other than 

sales of treated water to Contracting Parties, shall be credit-

ed to and be used for paying part of the Annual Requirement in 

the manner determined by the District, with the result that 
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such credits shall reduce, to the extent of such credits, the 

amounts which otherwise would be payable by the Contracting 

Parties pursuant to the methods prescribed in sub-sections (a) 

(b), (c), and (e), above. The District shall estimate all such 

credits which it expects to make during each Annual Payment 

Period in calculating each Annual Payment. 

(g) Annual.Budeet. On or before the first day of the 

fourth calendar month prior to the beginning of each Annual 

Payment Period hereafter the District shall furnish each 

Contracting Party with a tentative or preliminary estillated 

schedule of the monthly payments to be made by such party to 

the District for the ensuing Annual Payment Period. On or 

before the first day of the second calendar month prior to the 

beginning of each Annual Payment Period hereafter the District 

shall furnish each Contracting Party with an updated estimated 

schedule of the monthly payments to be made by such Party to 

the District for the next ensuing Annual Payment Period. Prior 

to the first day of each Annual Payment Period hereafter the 

District shall furnish each Contracting Party with a final 

estimated schedule of the monthly payments to be made by such 

Party to the District for the next ensuing Annual Payment 

Period, together with the supporting budgetary data showing the 

basis for arriving at such schedule. Any surplus budgeted 

funds remaining on hand at the end of any Annual Payment Period 

shall be used during the following Annual Payment Period ahd 
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reduce ih the manner determined by the District, to the extent 

of any such surplus funds, the amounts which otherwise would be 

payable by the Contracting Parties under sub-sections (a), (b), 

(c), and (e), above. Each Contracting Party hereby agrees that 

it will make such payments to the District on or before the 

10th day of each month of such Annual Payment Period. If any 

Contracting Party at any time disputes the amount to be paid by 

it to the District, such complaining party shall nevertheless 

promptly make such payment or payments, but if it is subse-

quently determined by agreement or court decision that such 

disputed payments made by such complaining party should have 

been less, or more, the District shall promptly revise and 

reallocate the charges among all Contracting Parties in such 

manner that such complaining party will recover its overpayment 

or the District will recover the amount due it. 

(h) Delinquencies. All amounts due and owing to the 

District by each Contracting Party or due and owing to any 

Contracting Party by the District shall, if not paid when due, 

bear interest at the rate of ten (10) percent per annum from 

the date when due until paid. The District shall, to the 

extent permitted by law, suspend delivery of water from the 

System to any Contracting Party which remains delinquent in any 

payments due hereunder for a period of sixty days, and shall 

not resume delivery of water while such Contracting Party is so 

delinquent. It is further provided and agreed that if any 
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Contracting Party should remain delinquent in any payments due 

hereunder for a period of one hundred twenty days, and if such 

delinquency continues during any period thereafter, such 

Contracting Party's minimum amount of MGD as described in 

sub-section (t), above, shall be deemed to have been zero MGD 

during all periods of such delinquency, for the purpose of 

calculating and redetermining the percentage of each Annual 

Payment to be paid by the non-delinquent Contracting Parties. 

However, the District shall promptly pursue all legal remedies 

against any such delinquent Contracting Party to enforce and 

protect the rights of the District, the other Contracting 

Parties, and the owners of the Bonds, and such delinquent 

Contracting Party shall not be relieved of the liability to the 

District for the payment of ail amounts which would have been 

due hereunder, in the absence of the next preceding sentence. 

It is understood that the foregoing provisions are for the 

benefit of the owners of the Bonds so as to insure that all of 

each Annual Requirement will be paid by the non-delinquent 

Contracting Parties during each Annual Payment Period regard-

less of the delinquency of a Contracting Party. If any amount 

due and ow1ng by any Contracting Party to the District is 

placed with an attorney for collection, such Contracting Party 

shall pay to the District all attorneys fees, in addition to 

aIl other payments provided for herein, including interest. 
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(i) Updated Schedules of Payment. If, during any Annual 

Payment Period, any Contracting Party's Annual Payment is 

redetermined as provided in this Section, the District will 

promptly furnish such Contracting Party with an updated sched-

ule of monthly payments reflecting such redetermination. 

Section 10. SPECIAL CONDITIONS AND PROVISIONS. (a) 

Operation and Maintenance of System. The District will contin-

uously operate and maintain the System in an efficient manner 

and in accordance with good business and engineering practices, 

and at reasonable cost and expense. By execUting this Contract 

the Initial Contracting Parties waive any and all claims, as 

against each other, to any preferential right or entitlement to 

the capacity or use of specific Water sources of the District. 

The District recognizes its right and duty to operate the 

various facilities of the System in the most prudent and 

economical manner for the benefit of all the Contracting 

Parties. The District Shall exercise loyalty, good faith, and 

fair dealing relating to all SysteM aOtivities undertaken by 

the District as between the District and the Contracting 

Parties. 

(b) Zermits, Financinc, and Applicable Laws, It is 

understood that any obligations on the part of the District to 

acquire, construct, and complete the Projects and other System 

facilities and to provide treated water from the Projects and 

other System facilities to the Contracting Parties shall be (i) 

conditioned upon the District's ability to obtain all necessary 
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