SECTION 14: CHOICE OF LAW. This Agreement shall be governed exclusively by the
applicable laws of the State of Texas. Venue for disputes shall be in the District Court of Travis
County, Texas.

SECTION 15: ASSIGNABILITY. This Agreement shall not be assignable by the parties
hereto, in whole or in part, and any attempted assignment shall be void and of no force and
effect.

SECTION 16: ENTIRE AGREEMENT. This Agreement evidences the entire Escrow
Agreement between the Escrow Agent and the Authority and supersedes any other
agreements, whether oral or written, between the parties regarding the Proceeds or the Escrow
Account. No modification or amendment of this Agreement shall be valid unless the same is in
writing and is signed by the Authority and consented to by the Escrow Agent and the TWDB.

SECTION 17. VALIDITY OF PROVISIONS. If any term, covenant, condition or provision
of this Agreement is held by a court of competent jurisdiction to be invalid, void or
unenforceable, the remainder of the provisions shall remain in full force and effect and shall in
no way be affected, impaired or invalidated thereby.

SECTION 18: COMPENSATION FOR ESCROW SERVICES. The Escrow Agent shall
be entitled to compensation for its services as stated in Exhibit A, which compensation shall be
paid by the Authority but may not be paid directly from the Escrow Account.

SECTION 19: NO BOYCOTT OF ISRAEL. To the extent this Agreement is a contract
for goods or services within the meaning of Section 2270.002 of the Texas Government Code,
as amended the Bank hereby verifies that the Bank is a company (as defined in Section
808.001(2), Texas Government Code) which does not boycott Israel and will not boycott Israel
through the term of this Agreement. For purposes of this verification, "boycott Israel” means
refusing to deal with, terminating business activities with, or otherwise taking any action that is
intended to penalize, inflict economic harm on, or limit commercial relations specifically with
Israel, or with a person or entity doing business in Israel or in an Israeli-controlled territory, but
does not include an action made for ordinary business purposes,

SECTION 20: IRAN, SUDAN AND FOREIGN TERRORISTS ORGANIZATIONS.. To
the extent this Agreement is a governmental contract, within the meaning of Section 2252.151
of the Texas Government Code, as amended, the Bank represents that it is not a company (as
defined in Section 2270.C001(2), Texas Government Code) engaged in business with iran,
Sudan, or a foreign terrorist organization (as defined in Section 2252.151(2), Texas Government
Code) and that it is not on a list prepared and maintained by the Comptrolier of Public Accounts
of the State of Texas under Sections 2270.0201 or 2252153, Texas Government Code.

[remainder of page left blank intentionally]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective
upon signature of both parties.

o

GREATER TEXOMA UTILITY AUTHORITY

-

Prééfd'ent Board cg/blrectors

Address: 5100 Airport Drive

Denison, Texas 75020
(Authority Seal)

lste—

Secretary, Board of Directors

‘“Q..‘.”"'
W ()
\\ 3 0 K /: ’,

) ", BOKF NA, as Escrow Agent
\) .,
I I SEAL : § !
22z~ ' P By __Biddel Tekesle
",’v,g \?‘ & Title Vice President
2,0 4, ....... ‘c, &
(Bank mjvsn?‘“
Address: 5956 Sherry Lane, Suite 1201
e ) Dallas, Texas 75225
ATTEST:
Ve M
N/ .
By: Tony Hongnoi

Title: __ Vfice Prasident
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EXHIBIT A

Fee Schedule
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© BOK FINANCIAL

Services provided by BOKF, NA

Greater Texoma Utility Authority
Contract Revenue Bonds, Series 2019

(Bear Creek Special Utility District Project)

Texas Water Development Board

Escrow Account

Schedule of Fees
Acceptance Fee: WAIVED
One Time Escrow Account Setup/Administration Fee: $850.00

For ordinary administrative services by Escrow Agent — includes daily routine account management; cash
transaction processing (including wire and check processing); disbursement of funds in accordance with the
agreement; and online access to trust account statements. This fee is payable in advance, with the first installment
due at the time of Escrow Agreement funding/execution.

Fee is based on the following assumptions:
¢ Number of Deposits to Escrow Account: One {1)
e Withdrawals from the Escrow Fund: Per Direction

Charges for performing extraordinary or other services not contemplated at the time of the execution of the
transaction or not specifically covered glsewhere in this schedule will be determined by appraisal in the amounts
commensurate with the service provided.

Services not included in this Fee Schedule, but deemed necessary or desirable by you, may be subject to additional
charges based on a mutually agreed upon fee schedule.

Our proposal is subject in all aspects to review and acceptance of the final financing documents which sets forth
our duties and responsibilities.

If funds are invested outside the BOK Financial Money Market Funds an additional fee may be accessed on an annual
basis to act as custodian.

Erin Fitzpatrick BOK Financial
Vice President Corporate Trust Services

Tel: 972.892.9972 5956 Sherry Lane, Suite 1201
efitzpatrick@bokf.com Dallas, TX 75225
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SIGNATURE IDENTIFICATION AND AUTHORITY CERTIFICATE OF

BOKF, N.A.
1, the undersigned, Kathy McQuiston , do hereby certify that:
1. Iam a duly elected and acting Vice President of BOKF, NA (the "Bank"), and I

am duly authorized to execute this certificate on its behalf,

2. That certain Escrow Agreement between Greater Texoma Utility Authority and the Bank, dated
as of December 17, 2018 (the "Agreement") relating to the Greater Texoma Utility Authority Contract Revenue
Bonds, Series 2019 (Bear Creek Special Utility District Project) was duly executed on behalf of the Bank by
Biddel Tekeste and_Tony Hongnoj both, at the time of executing and
attesting the same were and are now duly elected and acting ___ Vice President of the Bank and
authorized to execute, attest and deliver the Agreement as evidenced by the resolutions or Bylaws contained
in Exhibit "A". The resolutions or Bylaws contained in Exhibit "A" were duly adopted and are in full force
and effect as of this date. There follows the names, offices and true and correct signatures of the aforesaid
officers:

Name Office Signature
Biddel Tekeste Vice President

7
Tony Hongnoi Vice President / ) /
/S

WITNESS my hand this JAN 03 2014
NameWW
Title: Vibé%esi&rlt/
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BOKF, NATIONAL ASSOCIATION
SECRETARY'’S CERTIFICATE

October 19,2012

The undersigned hereby certifies as follows:

1.

2. Thatthe following is a full, true, and correct copy of a Resolution unanimously adopted at a
meeting of the Board of Directors of BOKF, NA on January 25, 2011, and it is still in full

That I am the duly elected Secretary of BOKF, NA, a national banking association.

force and effect and has not been rescinded or modified:

RESOLVED, that the senior fiduciary officer of BOKF, NA shall be
responsible for the day-to-day executive management of BOKF, NA. Trust Officers
appointed from time to time by the Board of Directors and appointed Trust
Committees shall have the anthority to execute, on behalf of BOKF, NA contracts,
documents, or papers pertaining to the performance of the {iduciary powers of
BOKF, NA and, if necessary, to cause the scal of the organization to be affixed
thereto; and the senior fiduciary officer of BOKF, NA shall designate those Trust
Officers and staff members who are authorized and empowered, having established
the limits of such authority, to purchase or otherwise acquire, sell, assign, transfer
and deliver all shares of stocks, bonds, debentures, notes, real estate, evidence of
indebtedness, deeds, conveyances, contracts, including oil and gas interests of all
kinds and of contracts for the development thereof, and to.execute mortgage, and
releases of mortgage, on any and all property or securities now or hereafter standing
in the name of the organization in any fiduciary capacity, and to make, execute, and
deliver, any and all written instruments necessary or proper to effectuate the authority
here delegated.

FURTHER RESOLVED, All other officers and agents designated by the
Board of Directors and assigned to the Wealth Management Division shall, under the
supervision of the senior fiduciary officer, perform any duties as may be required of
such last named officer or agent, and may exercise any of the powers and authorities
by this Resolution vested in him/her.

DATED this 19™ day of October, 2012,

Wy
We 0 K s,

BOKE, NATIONAL ASSOCIATION

N ere %,
FERTT 7 A DM
§ 9% By: {2 hots r
§ : S EA L - S Frederic Dorwart, Secretary
iz ‘=f
AN S
BAg e i
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State of Oklahoma  §

§
County of Tulsa §

This -Secretary’s Certificate was acknowledged before me on this 19™ day of October, 2012 by
Frederic Dorwart, Secretary of BOKF, NA, on behalf of BOKF, NA.

[SEAL] ~ s f
RADHEL CAOFT kachicl vaﬁé
Newry H
o ol Cltabors Notary Public
Eapios: Aprt 05, 2014

My commission expires: f [9 / Hp
My commission number: {20332 F
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BOKFY, NATIONAL ASSOCIATION
CERTIFICATION
AS OF APRIL 5, 2013

WHEREAS, there has been no change in the Resolution dated January 25, 2011 and certified by
the duly elected Secretary of BOKF, National Association on October 19, 2012; and

WHEREAS, it remains the responsibility of the senior fiduciary officer of BOKF, NA to
designate those officers who are authorized arid empowered, having established the limits of
such authority, to purchase or otherwise acquire, sell, assign, transfer, and deliver all shares of
stocks, bonds, debentures, notes, real estate, evidence of indebtedness, deeds, conveyances,
contracts, including oil and gas interest of all kinds, and contracts for the development thereof,
and to execute mortgage, and release of mortgage, on any and all property or services now or
hereafter standing in the name of the organization in any fiduciary capacity, and to make,
execute, and deliver, any and all written insttuments necessary or proper to effectuate the
authority delegated; and,

IN WITNESS WHEREOF, the undersigned as the senior ﬁduciary officer of BOKF, Nationa!
Association hereby attests that the Board Resolution dated January 25, 2011 and the Secretary’s
Certificate dated October 19, 2012 remain in full force and effect, and the attached list of
designated and authorized officers are empowered to act on behalf of BOKF, National

Association,

2 le

Barfy C. Rooker
Senior Fiduciary Officer
BOKF, National Association
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BOKF, NA Legend:

EVP = Executive Vice President
SVP = Senlor Vice President
VP = Vice President
AVP = Assistant Vice President
CIO = Chlef Investment Officer

STO = Senior Trust Officer
TO = Trust Officer
TOO = Trust Operations Officer
WEALTH MANAGEMENT DIVISION. AUTHORIZED SIGNATURES AND:INITIALS
Sorted by: (1) Location; (2) Department; (3) Name
Division Manager

LOCATION

(AZ, KS, MO, Dept Mgr's

OK, NE, NM, ] 600024642 | Approval
NAME TITLE .~ SIGNATURE INITIALS DEPARTMENT TX) Trust Funds| (Initials)

Kathy McQuiston |Vice

&/, |__Corporate
M——‘ Trust TX-Dallas

President
v, AS
Caresse . . 4
Tankersiey Vice ‘6 AN Co:pn’ra’. ta
President- 3 i ! /- \ Trust TX-Dallas

@— Corporate ’ 1

Erin Fitzpatrick [Vice

President 4 : Trust TX-Dallas:
Tony Hongnoi  |Vice - -f / 7/ Corporate

President | ./ 7) “l7 <] st TX-Dallas
Bidde! Tekeste (Vice %] Caomparate

President : Trust TX-Dallas
Anthony Orozco . . A 0 Corporate

Officer i Trust TX-Dallas
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WATER FACILITIES CONTRACT

THIS CONTRACT ("Contract") is made and entered into as of October 9, 2018, between
the GREATER TEXOMA UTILITY AUTHORITY (hereinafter referred to as the "Authority”), a
conservation and reclamation authority, a governmental agency, a political subdivision of the
State of Texas, and a body politic corporate, duly created, existing and acting by virtue of Texas
Special District Local Laws Code, Chapter 8283 (the "Act"), and the BEAR CREEK SPECIAL
UTILITY DISTRICT, a Texas political subdivision (hereinafter referred to as the "District"), duly
created and existing under the laws of the State of Texas:

WHEREAS, the Authority, acting pursuant to the Act, has issued or proposes to issue, or
both, its bonds for the purposes of providing an additional supply of water to the District and
certain water supply facilities in order to store and transport such water to the District; and

WHEREAS, certain revenues to be received by the Authority from the District under this
Contract are to be pledged to the payment and security of the bonds to be issued by the
Authority and will constitute the basis for the Authority's credit in financing such facilities and
issuing such bonds; and

WHEREAS, the Authority and the District, acting through their duly constituted governing
bodies pursuant to authority granted by Texas Government Code, Section 791.026, as
amended, have mutually agreed upon the terms and conditions of this Contract; now, therefore

IN CONSIDERATION of the mutual covenants, agreements and undertakings herein set
forth, the parties hereto hereby agree and contract as follows:

ARTICLE |
DEFINITIONS
SECTION 1.01: Unless the context shall indicate a contrary meaning or intent, the

terms below defined, for all purposes of this Contract and any contract amendatory or
supplemental to this Contract shall be construed or used and are intended to have meanings as
follows:

(@) "Authority" shall mean the Greater Texoma Ultility Authority, or its successor.

(b) "Board" and "Board of Directors" shall mean the Board of Directors of the
Authority.

(© "Bond Resolution" shall mean any resolution of the Board of Directors authorizing

the issuance of the Bonds and providing for their security and payment, as such resolution(s)
may be amended from time to time as therein permitted, where the proceeds from the sale of
the Bonds will be used to discharge the cost of the Project.

(d) "Bonds" shall mean any bonds payable from revenues to be received by the
Authority from the District under this Contract and to be issued by the Authority for the purpose
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of providing funds to pay the necessary costs of the Project, whether in one or more series or
issues.

(e) "Cost of the Project” shall mean all cost and expense incurred in connection with
the acquisition, construction, improvements, enlargement, extension and repair of the Project,
including, without limiting the generality of the foregoing, the cost of the acquisition of all land,
rights-of-way, property rights, easements, and interests, the cost of all machinery and
equipment, financing charges, interest and administrative expenses expected to accrue during
the period of construction, the funding of any reserve funds created by the Bond Resolution(s),
cost of estimates and of engineering and legal services, plans, specifications, surveys,
estimates of cost and of revenue, other expenses necessary or incident to determining the
feasibility and practicability of acquiring, constructing, improving, enlarging, extending, or
repairing the Project, and such other expense as may be necessary or incident to the
acquisition, construction, improvement, enlargement, extension or repair of the Project and all
legal fees, printing and other cost, fees and expenses necessary for or incident to the issuance
of the Bonds.

) "District” shall mean the Bear Creek Special Utility District.

(9) "Engineer” shall mean a registered, professional engineer (who may be the
District Engineer or the Authority’s Engineer). The District and Authority agree that the Engineer
may be a different firm on different aspecis of the Project and that any Project will be acquired,
constructed, improved, enlarged, extended and repaired in accordance with the plans and
specifications prepared under the supervision of the Engineer. It is further agreed that an
Engineer may be changed or added and the scope of duties adjusted by the Authority, subject
to the consent of the District.

(h) "Fiscal Year" shall mean the twelve month operating period (under this Contract)
commencing October 1% of each year, provided such twelve month period may be changed one
time in any three calendar year period by agreement of the Authority and the District (which
agreement, if made, shall be attached hereto as an exhibit).

(i "Maintenance and Operation Expense of the Project" shall mean the expense of
maintenance and operation of the Project including all salaries, labor, materials, interest,
repairs, and replacements necessary to render efficient service, or which might be necessary to
meet some physical accident or condition which would otherwise impair the security of the
Bonds. Such term shall not include depreciation.

)] "Operator” shall mean the party to the Contract who is designated, from time to
time, by the parties with respect to each Project and, in the absence of such designation, shall
mean the District.

(k) "Project” shall mean the water supply, storage and transmission facilities which
are to be (i) constructed or acquired in order to meet the contractual obligations hereunder and
(i) financed by the Authority through the issuance of bonds or other obligations, to the extent
the same are payable from the money paid or required to be paid by the District under this
Contract or obtained as grant funds, from any source, for the purpose of paying all or part of the
Cost of the Project described in each resolution or order of the District, duly passed prior to or
subsequent to the date of this Contract, authorizing the issuance of Bonds by the Authority to
finance the Costs of the Project.
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ARTICLE II
REPRESENTATIONS AND AGREEMENTS

SECTION 2.01: The District's Representations and Agreements. In connection
with its undertakings hereunder, the District represents to the Authority and agrees with the
Authority as follows:

(a) In its capacity as a duly organized political subdivision of the State of Texas, it is
empowered under applicable taws of Texas to enter into the engagements prescribed for it
under this Contract and to perform all obligations which may resulit therefrom, and its governing
body has duly authorized execution of this Contract. Pursuant to Texas Government Code,
Section 791.026, as amended, and to the extent required by the terms of that Section, the
District agrees not to obtain water supply or services from any other source than pursuant to this
Contract.

(b) It will timely pay to the Authority the full amount it is required to pay under the
provisions of this Contract for the services supplied by the Authority for the Project.

(c) That it will plan, construct, maintain, operate and finance its own Water System
and set retail rates to individual customers for water service adequate to pay all District
obligations secured by and made payable from the revenues derived from the operation of the
District's Water System (the "Water System").

(d) That it will cooperate with the Authority in the performance of the duties and
responsibilities assigned to the Authority by this Contract.

SECTION 2.02; Representations and Agreements of Authority. In connection with
its undertakings hereunder, the Authoerity represents to the District and agrees with the District
as follows:

(a) In its capacity as a conservation and reclamation district created by the Act,
pursuant to Article XVI, Section 59 of the Texas Constitution, it is empowered under applicable
laws of the State of Texas, particularly under the Act, the Interlocal Cooperation Act, and the
Texas Water Code, to enter into the engagements prescribed for it under this Contract and to
perform all obligations which may result therefrom, and its governing body has duly authorized
execution of this Contract.

(b) That it will finance all Costs of the Project not provided by the District and any
grant secured for the construction of the Project.

SECTION 2.03; Construction. The Operator agrees to assume responsibility for
the construction of the Project and the Authority will enter into such contracts as are necessary
to construct the Project. To this end, the Authority and the District agree that:

(a) Unless otherwise agreed by the parties, the District be responsible for the
preparation of final plans and specifications for the Project.

(b) Final plans and specifications for the Project shall be subject to the approval of
the Authority and the District.
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(c) All construction contracts shall be let and awarded pursuant to the laws
applicable to the Authority.

(d) The Authority shall let and award all construction contracts, subject to the
approval of each centract by the District.

(e) The Authority shall deposit from the proceeds from the sale of its Bonds in a
special Construction Fund to be created and established by the Bond Resolution(s), an amount
of money which shall be specified in said Bond Resolution(s). The Authority shall draw on and
use said Construction Fund to pay the cost of acquiring, constructing, improving, extending,
enlarging and repairing the Project.

H Unless otherwise agreed by the parties, the District shali be responsible for the
acquisition of all land, rights-of-way, property rights, easements and interest required to provide
the Project, subject to the approval of the District and the Authority.

ARTICLE Il
FISCAL MATTERS

SECTION 3.01: Payment for Service. The Authority will provide from the proceeds
received through the issuance and sale of its Bonds such funds as are necessary, when
coupled with any funds or property provided by the District and any grant received, for the
purpose of providing all or part of the Project. It is agreed that the District and its customers
shall have the exclusive use of the entire Project for the useful life of the Project. In
consideration for the Authority’s obligation hereunder, the District recognizes and agrees that
the Authority will acquire an undivided interest in the Project equivalent to the percentage of the
total cost of the Project provided by the Authority through the issuance and sale of its Bonds. It
is further agreed that the District’'s obligations to make any and all payments specified in this
Article and the ownership interest of the Authority in the Project will terminate when all of the
Authority's Bonds issued in connection with the Project have been paid in full and retired and
are no longer outstanding. It is further understood and agreed that the Authority's only source
of funds to pay the principal of and interest on its Bonds is from the payments to he made by the
District to the Authority under this Contract, and the District agrees that it will make to the
Authority the following payments:

(a) Monthly amortization payment — Such amounts, payable monthly on or before
the 10th day of each month, in approximately equal installments, as are necessary to pay (i) the
principal coming due on the Authority's Bonds on the next succeeding principal payment date;
(ii) the interest coming due on the Authority's Bonds on the next succeeding interest payment
date; and, (iii} the fees and charges of the Paying Agent(s) for paying or redeeming the Bonds
and interest thereon coming due on each applicable date.

(b) Reserve Fund Payment — Such amount as is required to be paid into the
Reserve Fund from the Revenue Fund (out of payments to be made by the District) under the
Bond Resolution in order to establish, maintain or replenish the Reserve Fund for the security
and payment of Bonds.

() Administrative Payment — An amount sufficient to pay the administrative and
overhead expenses of the Authority, directly attributable and chargeable to the Bonds and the
Project, including the cost of routine annual accounting reports and the costs of all continuing
disclosure undertakings.

73147212.1/1001035453 4
Page 1603 of 1768



(d) Extraordinary Expense Payment — Such amounts, as are necessary to pay or
reimburse the Authority for any extraordinary or unexpected expenses or costs reasonably and
necessarily incurred by the Authority in connection with the Bonds and the Project, such as
expenses of litigation, if any, and costs of special studies and special professional services, if
and when required by any governmental directive or regulation or as may be agreed between
the District and the Authority.

(e) The cost of Maintenance and Operation of the Project (for which provision is
made in Section 3.03) if the Authority is the Operator under that Section.

SECTION 3.02: Time for Making of Payments. The District agrees to make the
payments required by Section 3.01 at the times hereafter specified:

(a) Monthly Amortization Payments — the District shall commence making monthly
amortization payments at such time as any amount required by the Bond Resolution(s) to be
deposited into an escrow account for the payment of interest on the Bonds during the Project
construction period has been fully exhausted; provided that such payments shall commence in
no event later than the earlier of (i) twelve months prior to the first principal payment date
specified in the Bond Resolution(s), or (i} six months prior to the first interest payment date for
which moneys are not set aside for the payment of the interest coming due on such date from
the proceeds of the Bonds. Monthly amortization payments shall continue to be made
throughout the term of the Contract and shall be adjusted by the District so as to provide for the
accumulation of the full amount of debt service requirements (principal, interest and paying
agent fees due on any given payment date) on or before the first day of the month such debt
service requirements become due.

(b) Reserve Fund Payment — the District shall commence making these payments
on the 10th day of the following month, as may be provided in the Bond Resolution, after the
delivery of the initial series of Bonds issued to provide the Project, and upon the issuance of
additional Bonds, shall increase the payments in accordance with the Resolution authorizing
such additional Bonds.

(c) Administrative Payment - the District shall commence making the administrative
payment on the 10th day of the month foillowing the effective date of this Contract, and
thereafter such payment shall be made on the 10th day of each month thereafter throughout the
term of this Contract.

(d) Extraordinary Expense Payment — the District shall make any extraordinary
expense payment immediately upon receipt of the statement therefor.

(e) Maintenance and Operating Expenses:; (i) if the District is designated as the
Operator, such expenses shall be paid by the District as the same become due; or (i) if the
Authority is designated as the Operator, the District shall pay (up to the amount annually
budgeted for such expenses) the amount which the Authority determines shall be required in
such months, such payments to be made on or before the 10th day of each month after the
Project becomes operational. The annual budget shall be prepared by the Authority at least
thirty (30) days prior to the date the Project is to become operational, or, thereafter prior to the
beginning of each Fiscal Year; the budget shall then be submitted to the District which may
indicate exceptions or suggestions, which shall then be considered by the Board. If an annual
budget is found to be insufficient or excessive, the parties agree the same shall be taken into
consideration by an amendment as well as the budget for the following year, with the view that
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additional payments shall be made or credit shall be given so that expenditures match receipts
over the Fiscal Year or an adjustment is made in the following month.

SECTION 3.03: Maintenance and Operation of the Project. Unless otherwise
agreed by the parties, it is agreed that the District will be responsible for maintaining and
operating the Project for the entire term of this Contract, and shall pay all costs and expenses
incurred in regard to the maintenance and operation of the Project. The District hereby agrees
and covenants to operate and maintain the Project in accordance with accepted good business
and engineering practices and in accordance with all applicable federal and state Jaws, including
any rules and regulations issued by appropriate agencies in the administration of said laws. If
the District is the Operator under this Section, the District agrees, to the extent allowed by law,
to indemnify and to save and hold harmiess the Authority from any and all, exclusive of costs
caused by or associated with the Authority’s negligence, claims, damages, losses, costs and
expenses, including reasonable attorney fees, arising at any time from the acquisition,
existence, ownership, operation and maintenance of the Project.

SECTION 3.04: Insurance. The Operator specifically agrees to carry fire, casualty,
public liability, or other insurance on the Project for purposes and in amounts which would
ordinarily be carried by a state political subdivision owning and operating such facilities. Such
insurance will provide, to the extent feasible and practicable, for the restoration of damages or
destroyed properties and equipment so as to minimize the interruption of services of such
facilities. All premiums for such insurance shall constitute a Maintenance and Operation
Expense of the Project.

SECTION 3.05: Covenant of Timely Payment, The District covenants that it will
timely make (i) the monthly amortization payments and (ii) the additional payments specified
hereunder in accordance with the provisions of this Contract as the same shall become due and
payable, irrespective of whether service of the Project has been abandoned or discontinued, or
if the Project has been rendered wholly or partially unusable by reason of "force majeure". The
District recognizes the fact that the Authority will use the payment received from the District
hereunder to pay, secure and finance the issuance of the Bonds, and the holders of the Bonds
shall be entitled to rely upon the foregoing covenant of payment regardless of any other
agreement that may exist between the Authority and the District.

SECTION 3.06: Late Payment Penalty. Should the District fail to make any
payment at the time herein specified, interest on such amounts shall accrue at the rate of ten
percent (10%) per annum from the date such payment becomes due until paid in full with
interest as herein specified. In the event such payment is not made within sixty (60) days from
the date such payment becomes due, the Authority may institute a proceeding for a mandatory
injunction requiring the payment of the amount due and interest thereon, such action to be
instituted in a court of competent jurisdiction.

SECTION 3.07: Priority of Charges - District to Fix Adeguate Rates.

(a) The District represents and covenants that all payments to be made by it
hereunder shall constitute "operating expenses" of the District's Water System.

(b) The District further agrees to fix and collect such rates and charges for water and
services to its customers as will make possible the prompt payment of ail expenses of operating
and maintaining its Water System, inciuding all payments, obligations and indemnities
contracted hereunder.

73147212.1/1001035453 §]
Page 1605 of 1768



SECTION 3.08: Nature of Obligation of District. The payments required to be
made by the District under the terms of this Contract shall be due and payable in any and all
events regardless of whether there shall be, for any reason, a delay in the completion of all or
any part of the Project and regardiess of whether the Project shall have been wholly or partially
destroyed or damaged. The agreements of the District shall be and are separate and
independent covenants and the District shall have no rights of set off, recoupment, or
counterclaim. The Authority shall never have the right to demand payment of any amounts due
hereunder by the District out of funds raised or to be raised by taxation. Any obligations
assumed or imposed on either party hereto shall never be construed to be a debt of such party
of a kind that would require it to levy and collect taxes to discharge any such obligation, it being
expressly understood by the parties hereto that the funds required for all payments due from the
District pursuant to this Contract are to be collected from the sources referenced herein, and
from no other source.

ARTICLE IV
MISCELLANEOUS PROVISIONS

SECTION 4.01: Contract Term. The obligation of the District to promptly make all
prescribed payments shall commence with the effective date of this Contract and continue for
the period during which the Bonds are outstanding and unpaid.

SECTION 4.02: Useful Life of Project. The District and Authority agree and
mutually find that the anticipated useful life of the Project equals or exceeds the period specified
in the Bond Resolution(s) for the maturity of all Bonds authorized to be issued.

SECTION 4.03. Abandonment of Use of Project. Except as provided by this
Contract, the District may not obtain services provided for in this Contract from a source other
than a contracting party. It is specifically recognized by the parties hereto that the District,
during the term of this Contract, may acquire other facilities so as to make the continued
operation of the Project uneconomical so it will be to the best interest of the parties to
discontinue the operation of the Project.

Should the District choose to discontinue the operation of all or part of the Project, the
District shall have the exclusive right to the salvage of all of the properties and improvements
constituting the Project so discontinued. Any cost of salvage will be a maintenance and
operating expense of the District, and any money realized from such salvage will serve as a
reduction of such expense. The District shall retain the use of the land where the Project is
situated and all remaining improvements thereon for its corporate purposes.

The abandonment of the use of the Project shall have no effect upon the obligations of
the District to the Authority provided for by this Contract and all payments provided for by this
Contract shall remain obligations of the District of the same nature as provided for by this
Contract.

SECTION 4.04: Modification of Provisions. This Contract may be changed and
modified only with the consent of the governing bodies of the Authority and the District. Such
modification may be requested by either party, in which event a joint meeting of the governing
bodies or of their duly authorized and appointed representative shall be held not less than thirty
(30) days after the giving of such notice. At such joint meeting, the suggested changes or
modifications shall be considered, discussed and settled. No such change or modification may
be made which will affect adversely the payment when due of all moneys required to be paid by
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the District under the terms of this Contract and no such change will be effective which affects
adversely or causes a violation of any covenants contained in the Bond Resolution(s).

If for any reason the District may desire the construction of additional facilities over and
above those now contemplated, and provided the same are within the legal and economic
capabilities of the Authority, provision therefor shall be made by means of a supplement hereto,
the terms of which are to be negotiated between the District and the Authority.

SECTION 4.05: Regulatory Provisions. This Contract shall be subject to all valid
rules, regulations and laws applicable thereto, as promulgated by the United States of America,
the State of Texas, or any other governmental body or agency having lawful jurisdiction or any
authorized representative or agency of any of them.

SECTION 4.06: Taxes. In the event any sales or use taxes, or taxes of any
nature, are hereafter imposed upon the Project or the Authority on account of the acquisition,
existence, ownership, operation and maintenance of the Project, the amount of such taxes shall
be treated as operating expenses of the Project.

SECTION 4.07: Title to Water and Sewage. Title to all water and sewage put into
the Project under this Contract shall be in the District.

SECTION 4.08: Notices. Any notice, request, demand, statement or bill provided
for in this Contract shall be in writing and shall be considered to have been fully delivered when
sent by registered mail, addressed as follows:

To the Authority: 5100 Airport Drive
Denison, Texas 75020
Attention: President, Board of Directors

To the District; 16881 CR 541
Lavon, Texas 75166
Attention: General Manager

as the case may be, except that routine communications may be sent by ordinary mail and
except that either party, by the filing of an appropriate written notice to the other, may specify
some other individual to whom communications thereafter are to be addressed.

SECTION 4.09. Covenant to Enforce Contractual Obligations. The Authority
covenants that it will enforce the obligations of the District hereunder as may be required to
accomplish the purpose of this Contract. Either party may enforce any obligations hereunder
owed to it by the other party.

SECTION 4.10: Consequences_of District Default. The Authority and the District
agree that in the event of default or threatened default, in the payment of principal of or interest
on the Bonds, any court of competent jurisdiction upon petition of the holders of twenty-five
percent (25%) of the principal amount of the then outstanding Bonds of the Authority shall
appoint a receiver with authority to collect and receive all resources pledged to the payment of
the Bonds, enforce all rights arising from default, if any, by the District in making payment under
this Contract, and take charge of the pledged funds on hand and manage the proprietary affairs
of the Authority insofar as such affairs relate to the Project. The court may further vest the
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receiver with such powers and duties as the court may find necessary for the protection of the
holders of the Bonds.

SECTION 4.11. Further Agreements of the Parties. The parties hereto specifically
recognize that to the extent the District has heretofore issued, sold and delivered revenue bonds
that were and are payable from and secured by a lien on and pledge of the net revenues of its
Water System, and to the extent such bonds so issued and delivered are outstanding, the
District has disclosed to the Authority the existence and terms of all such bonds.

Additionally, the District represents to the Authority that:

(a) There is no provision in any resolution or order of the District which prohibits the
District from entering into and executing this Contract.

(b) The execution of this Contract and the operation thereunder will not in any way
impair the obligation of contract by and between the District and any other
person. The Project is in furtherance of governmental policy, not inconsistent
with the existing contractual obligations of the District.

SECTION 4.12: Control of Project by Operator. The parties hereto recognize and
it is specifically agreed that after completion of the Project and during the term of this Contract,
the District shall have the exclusive right to the use and utilization of the Project, for the benefit
of the District; that the District without hindrance from the Authority or the District, or the
employees or other agents of either of them, may operate, maintain, repair, enlarge, improve,
extend, provide for additions to or otherwise control, manage and keep up the said Project.

Except as specified in this Article, the abandonment of the use of all or part of such
Project has no effect upon the obligations of the parties.

SECTION 4.13: Force Majeure.

(a) If for any reason of "force majeure” either of the parties hereto shall be rendered
unable wholly or in part to carry out its obligation under this Contract, other than the obligation of
District to make the payments required under the terms of Section 3.01 hereof, then if such
party shall give notice and full particulars of such reasons in writing to the other party within a
reasonable time after the occurrence of the event, or cause relied upon, 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 pericd, and any such
parties shall endeavor to remove or overcome such inability with all reasonable dispatch. The
term "force majeure" as employed herein shall mean acts of God, strikes, lock-outs, or other
industrial disturbances, acts of a public enemy, orders or actions of any kind of the Government
of the United States of America or of the State of Texas or any civil or military authority,
insurrections, riots, epidemics, landslides, lightning, earthquakes, fires, hurricanes, storms,
floods, washouts, droughts, arrests, restraints of government and people, civil disturbances,
explosions, breakages or accident to dams, machinery, partial or entire failure of water supply
and inability on the part of the Authority to deliver water hereunder or to provide sewage
treatment or of the District to receive water or to deliver sewage treatment, on account of any
other cause not reasonably within the control of the party claiming such inability. It is
understood and agreed that the settiement of strikes and lock-outs 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
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strikes and lock-outs by acceding to the demands of the opposing parties when such settiement
is unfavorable to it in the judgment of the party having the difficulty. No failure of Authority to
meet any obligation by reason for force majeure shall relieve the District from its obligations to
make the payments required under the terms of Section 3.01 hereof.

(b} No damage shall be recoverable from Authority by reason of the suspension of
the operation of the Project due to any of the causes above mentioned. If Operator's ability to
operate the Project is affected by any of such causes, the Operator shall promptly notify the
other party in writing giving the particulars as soon as possible after the occurrence of the cause
or causes for such interruption.

(9] It is expressly recognized by District that the Operator may be compelied to make
necessary alterations, repairs or extensions of new or additional facilities from time to time
during the life of this Contract, and any suspensions of the operation of the Project due to such
operation shall not be cause for claim of damage on part of the Operator provided all
reasonable effort is used by the Operator to provide District with the service afforded by the
Project in accordance with this Contract. In such case, the Operator shall give the other party
as much advance notice as may be practicable of the suspension of operation and of the
estimated duration thereof.

SECTION 4.14: Easements. The District agrees that the Authority may have such
easements over any easements, right of way or property held by the District so that the facilities
herein anticipated and the placement thereof and of all required equipment may be
appropriately provided.

SECTION 4.15: Bond Approval by the District.

(a) Prior to the issuance and delivery of any Bonds which are (i) payable as to
principal, interest or redemption premium out of the debt service payments, or (ii) to provide
facilities or service or any item which is to be maintained by the Authority utilizing any part of the
base monthly payments, the District shall approve the issuance thereof as provided in this
Section.

{b) If the Bonds are to be sold at a public sale, the governing body of the District
shall, by resolution or order, approve (i) the "Notice of Sale" issued or proposed to be issued by
the Authority prior to their delivery; and, (ii) the facilities to be constructed or acquired; or, if the
Bonds are to be negotiated, or are refunding Bonds, the governing body of the District shall, by
resolution or order approve either (i) the form of purchase agreement or (i) the resolution
authorizing the issuance of the Bonds.

(c) If the Bonds are to be exchanged for property or services or are to be privately
placed, the governing body of the District shall, by resolution or order, approve (i) the form of the
resolution adopted or to be adopted by the governing body of the Authority which authorizes the
issuance of such Bonds; and (i) the facilities to be constructed or acquired, or the services to be
provided.

(d) The District and the Authority agree that the holders of the Bonds, and each party
deemed a holder of a Bond by virtue of subrogation to the rights of the holders of the Bonds or
otherwise, shall be express third-party beneficiaries of this Contract and shall have all available
remedies pertaining to enforcement of this Contract.
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SECTION 4.16: Severability. The parties hereto agree that if any of the provisions
of this Contract contravene or be held invalid under the laws of the State, same shall not
invalidate the whole Contract, but it shall be construed as though not containing that particular

provision, and the rights and obligations of the parties shail be construed and in force
accordingly.

[remainder of page left blank intentionally]
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IN WITNESS WHEREOF, the parties hereto, acting under authority of their respective
governing bodies, have caused this Contract to be duly executed in several counterparts, each
of which shall constitute an original, all as of the day and year first above written.

GREATER TEXOMA UTILITY AUTHORITY

By: )"/

President, Board cyDirectors

(Authority Seal)

ATTEST:

Secretary, Board of Directors

73147212.1/1001035453  [Authority signature page of Water Facilities Contract]
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BEAR CREEK SPECIAL UTILITY DISTRICT

(District Seal) %
By: S
President, Board of Directors
ATTEST:

A2l ia H A el

Secretary, Board /of Directors
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A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
APPROVING AN APPLICATION FOR FINANCIAL ASSISTANCE IN THE AMOUNT OF
$7,490,000 TO THE GREATER TEXOMA UTILITY AUTHORITY
FROM THE DRINKING WATER STATE REVOLVING FUND
THROUGH THE PROPOSED PURCHASE OF
$7,490,000 GREATER TEXOMA UTILITY AUTHORITY
(BEAR CREEK SUD) CONTRACT REVENUE BONDS,

PROPOSED SERIES 2019

(18-137)

WHEREAS, the Greater Texoma Utility Authority (Authority), located in Grayson
County, has filed an application for financial assistance on behalf of the Bear Creek Special
Utility District (District) located in Collin County, in the amount of $7,490,000 from the
Drinking Water State Revolving Fund (DWSRF) to finance the planning, acquisition, design
and construction of certain water system improvements identified as Project No. 62810; and

WHEREAS, the Authority seeks financial assistance from the Texas Water
Development Board (TWDB) through the TWDB's proposed purchase of $7,490,000 Greater
Texoma Utility Authority (Bear Creek SUD) Contract Revenue Bonds, Proposed Series 2019
(together with all authorizing documents (Obligations)), all as is more specifically set forth
in the application and in recommendations of the TWDB's staff; and

WHEREAS, the Authority has offered a pledge of contract revenue from the District as
sufficient security for the repayment of the Obligations; and

WHEREAS, the commitment {s approved for funding under the TWDB's pre-design
funding option, and initia) and future releases of funds are subject to 31 TAC § 371.13; and

WHEREAS, the TWDB hereby finds:

1. that the revenue pledged by the Authority will be sufficient to meet all the Obligations
assumed by the Authority, in accordance with Texas Water Code § 15.607;

2. that the application and assistance applied for meet the requirements of the Safe
Drinking Water Act, 42 U.S.C. §§ 300f et seq. as well as state law, In accordance with
Texas Water Code § 15.607;

3. that the District has adopted and implemented a water conservation program for the
more efficlent use of water that will meet reasonably anticipated local needs and
conditions and that incorporates practices, techniques or technology prescribed by
the Texas Water Code and TWDB's rules;

4, that the TWDB has approved a regional water plan for the region of the state that
includes the area benefiting from the project and the needs to be addressed by the
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project will be addressed in a manner that is consistent with the approved regional
and state water plans, as required by Texas Water Code § 16.053(j);

that a current water audit required by Texas Water Code § 16,0121 and 31 TAC §
358.6 has been completed by the District and filed with the TWDB in accordance with
Texas Water Code § 16.053(f).

NOW, THEREFORE, based on these findings, the TWDB resolves 45 follows:

A commitment is made by the TWDB to the Greater Texoma Utility Authority for
financial assistance in the amount of $7,490,000 from the Drinking Water State
Revolving Fund through the TWDB's proposed purchase of $7,490,000 Greater
Texoma Utility Authority (Bear Creek SUD) Contract Revenue Bonds, Proposed Series
2019. This commitment will expire on November 30, 2019.

Such commitment is conditioned as follows:;

Standard Conditions

1'

this commitment is contingent on a future sale of bonds by the TWDB or on the
availability of funds on hand;

this commitment is contingent upon the issuance of a written approving opinion of
the Attorney General of the State of Texas stating that all of the requirements of the
laws under which sald Obligations were issued have been complied with; that said
Obligations were issued in conformity with the Constitution and laws of the State of
Texas; and that said Obligations are valid and binding obligations of the Authority;

this commitment is contingent upon the Authority’s compliance with all applicable
requirements contained in 31 TAC Chapter 371;

the Obligations must provide that the Obligations can be called for early redemption
only in inverse order of maturity, and on any date beginning on or after the first
interest payment date which is 10 years from the dated date of the Obligations, ata
redemption price of par, together with accrued interest to the date fixed for
redemption;

the Authority, or an obligated person for whom financlal or operating data Is
presented to the TWDB in the application for financial assistance either individually
or in combination with other issuers of the Authority’s Obligations or obligated
persons, will, at a minimum, regardless of the amount of the Obligations, covenant to
comply with requirements for continuing disclosure on an ongoing basis
substantially in the manner required by Securities and Exchange Commission (SEC)
in 17 CFR § 240.15¢c2-12 (Rule 15¢2-12) and determined as if the TWDB were a
Participating Underwriter within the meaning of such rule, such continuing
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10.

11,

disclosure undertaking being for the benefit of the TWDB and the beneficial owners
of the Authority’s Obligations, if the TWDB sells or otherwise transfers such
Obligations, and the beneficial owners of the TWDB's bonds if the Authority is an
obligated person with respect to such bonds under SEC Rule 15¢2-12;

the Obligations must contain a provision requiring the Authority to levy a tax and/or
maintain and collect sufficient rates and charges to produce system revenues in an
amount necessary to meet the debt service requirements of ali outstanding
obligations and to maintain the funds established and required by the Obligations;

the Obligations must include a provision requiring the Authority to use any loan

proceeds from the Obligations that are determined to be remaining unused funds,

which are those funds unspent after the original approved project is completed, for

enhancements to the original project that are explicitly approved by the Executive

Administrator orif no enhancements are authorized by the Executive Administrator,

F:q:iring the Authority to submit a final accounting and disposition of any unused
nds;

the Obligations must include a provision requiring the Authority to use any loan
proceeds from the Obligations that are determined to be surplus funds remaining
after completion of the project and completion of a final accounting for the following
purposes as approved by the Executive Administrator: (1) to redeem, in inverse
annual order, the Obligations owned by the TWDB; (2) deposit into the Interest and
Sinking Fund or other debt service account for the payment of interest or principal
on the Obligations owned by the TWDB; or (3) deposit into a reserve fund;

the Obligations must contain a provision that the TWDB may exercise all remedies
available to it in law or equity, and any provision of the Obligations that restricts or
limits the TWDB's full exercise of these remedies shall be of no force and effect;

loan proceeds are public funds and, as such, the Obligations must include a provision
requiring that these proceeds shall be held at a designated state depository
institution or other properly chartered and authorized institution in accordance with
the Public Funds Investment Act, Government Code, Chapter 2256, and the Public
Funds Collateral Act, Government Code, Chapter 2257;

loan proceeds shall not be used by the Authority when sampling, testing, removing or
disposing of contaminated soils and/or medija at the project site. The Qbligations
shall include an environmental indemnification provision wherein the Authority
agrees to indemnify, hold harmless and protect the TWDB from any and all claims,
causes of action or damages to the person or property of third parties arising from
the sampling, analysis, transport, storage, treatment and disposition of any
contaminated sewage sludge, contaminated sediments and/or contaminated media
that may be generated by the Authority, its contractors, consultants, agents, officials
anc]l employees as a result of activities relating to the project to the extent permitted
by law;
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12,

13,

14,

15,

16.

prior to closing, the Authority shall submit documentation evidencing the adoption
and implementation of sufficient system rates and charges or, If applicable, the levy
of an interest and sinking tax rate sufficient for the repayment of all system debt
service requirements; :

prior to closing, and if not previously provided with the application, the Authority
shall submit executed contracts for engineering and, if applicable, financial advisor
and bond counsel contracts, for the project that are satisfactory to the Executive
Administrator. Fees to be relmbursed under the contracts must be reasonable in
velation to the services performed, reflected in the contract, and acceptable to the
Executive Administrator;

prior to closing, when any portion of the financial assistance is to be held {n escrow
or in trust, the Authority shall execute an escrow or trust agreement, approved as to
form and substance by the Executive Administrator, and shall submit that executed
agreement to the TWDB;

the Executive Administrator may require that the Authority execute a separate
financing agreement in form and substance acceptable to the Executive
Administrator;

the TWDB retains the option to purchase the Obligations in separate lots and/or on
an instaliment basis, with delivery of the purchase price for each installment to be
paid against delivery of the relevant installment of Obligations as approved by the
Executive Administrator;

mmmmimma*.nmm&m

17.

18‘

19.

20.

the Authority’s bond counsel must prepare a written opinion that states that the
interest on the Obligations s excludable from gross income or is exempt from federal
income taxation, Bond counse! may rely on covenants and representations of the
Authority when rendering this opinion;

the Authority’s bond counsel opinion must also state that the Obligations are not
“private actlvity bonds.” Bond counsel may rely on covenants and representations of
the Authority when rendering this opinion;

the Obligations must include a provision prohibiting the Authority from using the
proceeds of this loan in a manner that would cause the Obligations to become “private
activity bonds” within the meaning of § 141 of the Internal Revenue Code of 1986, as
amended (Code) and the Treasury Regulations promulgated thereunder
(Regulations);

the Obligations must provide that no portion of the proceeds of the loan will be used,
directly or indirectly, in a manner that would cause the Obligations to be "arbitrage
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21.

bonds” within the meaning of § 148(a) of the Code and Regulations, including to
acquire or to replace funds which were used, directly or fndirectly, to acquire
Nonpurpose Investments (as defined in the Code and Regulations) which produce a
yield materially higher than the yield on the TWDB's bonds that are issued to provide
financing for the loan (Source Series Bonds), other than Nonpurpose Investments
acquired with:

a, proceeds of the TWDB's Source Series Bonds invested for a reasonable
temporary period of up to three (3) years after the issue date of the Source
Series Bonds until such proceeds are needed for the facilities to be financed;

b. amounts invested in a bona fide debt service fund, within the meaning of §

1.148-1(b) of the Regulations; and )

.G amounts deposlited in any reasonably required reserve or replacement fund to

the extent such amounts do not exceed the least of maximum annual debt
service on the Obligations, 125% of average annual debt service on the
Obligations, or 10 percent of the stated principal-amount (or, in the case of a
discount, the Issue price} of the Obligations;

the Obligations must include a provision requiring the Authority take all necessary
steps to comply with the requirement that certain amounts earned on the investment
of gross proceeds of the Obligations be rebated to the federal government in order to
satisfy the requirements of § 148 of the Code. The Obligations must provide that the
Authority will:

a. account for all Gross Proceeds, as defined in the Code and Regulations,
(including all receipts, expenditures and investments thereof) on its books of
account separately and apart from all other funds (and receipts, expenditures
and investments thereof) and retain all records of such accounting for at least
six years after the final Computation Date. The Authority may, however, to the
extent permitted by law, commingle Gross Proceeds of its Loan with other
money of the Authority, provided that the Authority separately accounts for
each receipt and expenditure of such Gross Proceeds and the obligations
acquired therewith;

b. calculate the Rebate Amount, as defined in the Code and Regulations, with
respect to its Loan, not less frequently than each Computation Date, in
accordance with rules set forth in § 148(f) of the Code, § 1.148-3 of the
Regulations, and the rulings thereunder. The Authority shall maintain a copy
of such calculations for at least six years after the final Computation Date;

c. as additional consideration for the making of the Loan, and in order to induce
the making of the Loan by measures designed to ensure the excludability of

the interest on the TWDB's Source Series Bonds from the gross income of the
owners thereof for federal {ncome tax purposes, pay to the United States the

Page 5 of 9

Page 1617 of 1768



22.
23.
24,

25.

26'

amount described in paragraph (b) above within 30 days after each
Computation Date;

d. exercise reasonable diligence to assure that no errors are made in the
calculations required by paragraph (b) and, if such error is made, to discover
and promptly to correct such error within a reasonable amount of time
thereafter, including payment to the United States of any interest and any
penalty required by the Regulations;

the Obligations must include a provision prohibiting the Authority from taking any
action that would cause the interest on the Obligations to be includable in gross
income for federal income tax purposes; .
the Obligations must provide that the Authority will not cause or permit the
Obligations to be treated as “federally guaranteed” obligations within the meaning of
§ 149(b) of the Code;

the transcript must include a No Arbitrage Certificate or similar Federal Tax
Certificate setting forth the Authority’s reasonable expectations regarding the use,
expenditure and Investment of the proceeds of the Obligations;

the transcript must include evidence that the information reporting requirements of
§ 149(e) of the Code will be satisfied. This requirement may be satisfied by filing an
IRS Form 8038 with the Internal Revenue Service, In addition, the applicable
completed [RS Form 8038 or other evidence that the {nformation reporting
requirements of § 149(e) have been satisfied must be provided to the Executive
Administrator within fourteen (14) days of closing. The Executive Administrator may
withhold the release of funds for failure to comply;

the Obligations must provide that neither the Authority nor a related party thereto
will acquire any of the TWDB's Source Series Bonds in an amount related to the
amount of the Obligations to be acquired from the Authority by the TWDB;

State Revolving Fund Conditi

27.

28,

the Authority shall submit outlay reports with sufficient documentation on costs ona
quarterly or monthly basis in accordance with TWDB outlay report guidelines;

the Obligations must include a provision stating that all laborers and mechanics
employed by contractors and subcontractors for projects shall be paid wages at rates
not less than those prevalling on projects of a similar character.in the locality In
accordance with the Davis-Bacon Act, and the U.S. Department of Labor’s
implementing regulations. The Authority, all contractors, and all sub-contractors
shall ensure that all project contracts mandate compliance with Davis-Bacon. All
contracts and subcontracts for the construction of the project carried out in whole or
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29,

30.

31.

in part with financial assistance made available as provided herein shall insert in full
In any contract in excess of $2,000 the contracts clauses'as provided by the TWDB;

the Obligations must include a provision stating that the Authority shall provide the
TWDB with all information required to be reported in accordance with the Federal
Funding Accountability and Transparency Act of 2006, Pub, L. 109-282, as amended
by Pub. L. 110-252, The Authority shall obtain a Data Universal Numbering System
(DUNS) Number and shall register with System for Award Management (SAM), and
maintain current registration at all times during which the Obligations are
outstanding;

the Obligations shall provide that all loan proceeds will be timely and expeditiously
used, as required by 40 CPR § 35.3135(d), and also shall provide that the Authority
will adhere to the approved project schedule;

The Obligations must contain a covenant that the Authority will abide by all
applicable construction contract requirements related to the use of iron and steel
products produced in the United States, as required by 31 TAC § 371.4 and related
State Revolving Fund Policy Guidelines;

Drinking Water State Revolving Fund Conditions

32,

33

34.

prior to or at closing, the Authority shall pay a 2,15% origination fee to the TWDB
calculated pursuant to 31 TAC Chapter 371 and the applicable Intended Use Plan;

prior to closing, the Texas Commission on Environmental Quality, must make a
determination, the form and substance of which is satisfactory to the Executive
Administrator, that the Authority has demonstrated the necessary financial,
managerial, and technical capabilities to proceed with the project or projects to be
funded with the proceeds of these Obligations;

prior to release of funds for professional consultants including, but not limited to, the
engineer, financial advisor, and bond counsel, as appropriate, the Authority must

‘provide documentation that it has met all applicable state procurement requirements

as well as all federal procurement requirements under the Disadvantaged Business
Enterprises program;

Pledge Conditions for the L.oan

35.

36.

upon request by the Executive Administrator, the Authority shall submit annual
audits of contracting parties for the Executive Administrator's review;

the Obligations must contain a provision requiring the Authority to maintain rates
and charges sufficient to meet the debt service requirements on the outstanding debt
Obligations that are being supported by the pledged contract revenues and will
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37.

38.

further require its customers to maintain rates and charges sufficient to pay all of
their revenue obligations arising from the operation of the water and sewer system;

the Obligations must contain a provision that the pledged contract revenues from the

_ Authority may not be pledged to the payment of any additional parity obligations of

the Authority secured by a pledge of the same contract revenues uniess the Authority
demonstrates to the Executive Administrator’s satisfaction that the pledged contract
revenues will be sufficient for the repayment of all Obligations and additional parity
obligations;

prior to closing, the Authority must submit executed contracts between the Authority
and the contracting parties regarding the contract revenues pledged to the payment

. of the Authority’s Obligations, in form and substance acceptable to the Executive

Administrator. Such contracts shall include provisions consistent with the provisions
of this Resolution regarding the contracting parties’ annual audits, the setting of rates
and charges and collection of revenues sufficient to meet the Authority’s debt service
obligations and additional parity obligations.

PROVIDED, however, the commitment is subject to the following special conditions:

Special Conditions:

45,

46.

47,

the Authority must notify the Executive Administrator prior to taking any actions to
alter its legal status in any manner, such as by conversion to a conservation and
reclamation district or a sale-transfer-merger with another retail public utility;

the Obligations must include a provision requiring that, prior to any action by the
Authority to convey its Obligations held by the TWDB to another entity, the
conveyance and the assumption of the Obligations must be approved by the TWDB;

The Authority shall not amend or revise the Water and Sewer Facilities contract with
the District, which concerns the revenue source for the ledge, if the revision or
amendment affects the financial condition of the Authority or its ability to repay the
loan described in this Commitment without receiving the written approval of the
Executive Administrator,
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APPROVED and ordered of record this 12% day of November, 2018.

TEXAS WATER DEVELOPMENT BOARD

Peter M. Lake, Chairman
' paTEsiongD: {1/ 19/

ATTEST:

[ )/l

]e\fFW‘al)ér[ﬁbcuElve Administrator
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GENERAL CERTIFICATE OF THE AUTHORITY

THE STATE OF TEXAS §

§ GREATER TEXOMA UTILITY AUTHORITY
COUNTIES OF COLLIN, COOKE, §
FANNIN AND GRAYSON §

WE, the undersigned, President and Secretary, respectively, of the Board of Directors of
the Greater Texoma Utility Authority in Collin, Cooke, Fannin, and Grayson Counties, Texas,
DO HEREBY CERTIFY as follows:

1. This Certificate is executed in connection with the issuance of the $7,490,000
“Greater Texoma Utility Authority Contract Revenue Bonds, Series 2019 (Bear Creek Special
Utility District Project)”, dated January 1, 2019 (the “Bonds").

2. The Greater Texoma Utility Authority (formerly Greater Texoma Municipal Utility
District) (the "Authority") is a governmental agency and body politic operating and existing under
the provisions of Texas Special District Local Laws Code, Chapter 8283, as a conservation and
reclamation district created pursuant to Article 16, Section 59 of the Constitution of Texas.

3. The boundaries of the Authority have not been altered or changed in any manner
whatsoever since the approval by the Attorney General of Texas of the Authority's previous
Series 2018 Contract Revenue Bonds {City of Paradise Project).

4. As of the date of issuance of the Bonds, the rents, revenues, and income to be
derived from the facilities constructed, acquired, and improved or financed or refinanced by the
Authority with the proceeds of the Bonds (including all of those amounts defined as “Pledged
Revenue” in the resolution authorizing the Bonds) will not have in any manner been pledged or
encumbered to the payment of any debt or obligation of the Authority or any other person other
than the Bonds.

5. As of the date of issuance of the Bonds, "Water Facilities Contract” (the
“Contract”), by and between said Authority and the Bear Creek Special Utility District attached to
the bond resolution, is a true and correct copy of such Contract as effective on that date
between the parties. The Contract has been duly authorized and is in compliance with any
applicable statutory requirements. The Contract, as submitied to the Attorney General of
Texas, is still in full force and effect and has not been amended or rescinded.

6. The duly qualified and acting members of the Board of Directors and officers of
the Authority are as follows:

Board Member - Title

Brad Morgan President

Donald Johnston Vice President

Mark Kuneman Secretary-Treasurer

Matt Brown Member

Scott Blackerby Member

Stanley Thomas Member

Ken Brawley Member

Anthony Richardson Member

Drew Satterwhite General Manager/Assistant Secretary

73808857.1\1001035452
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7. None of the above-mentioned directors of the Authority is also an officer,
employee, or member of the governing body of a municipal corporation.

8. The Authority is not in default as to any covenant, condition, or obligation
prescribed in the Contract, including any amendment or supplement thereto.

9. The Authority has not at any time entered into any contract of any nature with the
United States or any branch or agency thereof.

10. Attached hereto as Exhibit A is a combined debt service schedule for the Bonds.

11. No litigation is pending before any federal or state court or administrative body
or, to the best of our knowledge and belief, threatened in any way affecting the Contract, the
existence of the Authority or the titles of its officials to their respective positions and that neither
the Contract, the corporate existence or the boundaries of the Authority, nor the right to hold
office of any member of the governing body of the Authority or any other officer of the Authority
is being contested or otherwise questioned.

12. The Authority is exempt from the provisions of the Texas Water Code, Section
49.181, as amended, which Section requires approval of certain bond issues to be given by the
Texas Commission on Environmental Quality, because, in accordance with subsection (h)(4) of
such Section, the Authority is governed by a board of directors appointed in whole or in part by
the governing body or chief elected official of a municipality or county, and the Authority does
not provide, or propose to provide, water, sewer, drainage, reclamation, or flood control services
to residential retail or commercial customers as its principal function.

13. With respect to the contracts contained within the transcript of proceedings filed
with the Attorney General in connection with the issuance of the Bonds, the Authority received,
if required, a completed disclosure of interested parties form and certification of filing
(collectively a "Form 1295") from the business entity contracting with the Authority pursuant to
the requirements of Texas Government Code Section 2252.908 and rules promulgated
thereunder by the Texas Ethics Commission (the "TEC"). Not later than the 30th day after the
date a Form 1295 was received by the Authority, the Authority shall notify the TEC, in an
electronic format prescribed by the TEC, of the receipt of such Form 1295.

14, The Authority hereby authorizes the Office of the Attorney General to date this
Certificate the date of delivery of its approving opinion, and agrees to notify the Office of the
Attorney General of any changes with respect to this Certificate or any bond documents to
which it is a party that are made between the date of such opinion and the date of closing.

[remainder of page left blank intentionally]
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WITNESS OUR\HANDS A SEAL OF THE GREATER TEXOMA UTILITY

AUTHORITY, this the mw“([ D, 209

12—~

Presidertt, Board of Dffgctors
Greater Texoma Utility Authority

(Authority Seal) éx 51 2” Z

Secretary, Board of Directors
Greater Texoma Utility Authority

73808857.1\1001035452 [signature page of General Certificate}
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EXHIBIT A

DEBT SERVICE SCHEDULE

Greater Texoma Utility Authority (Bear Creek SUD Project)
Aggregate Debt Service Requirements

FYE Existing Debt Series 2019 DWSRF Total
9/30 Principal Interest Total Principal Interest Total Principal Interest Total
2019 - $ - $ $ - 3 89,147.23 $ 89,147.23 § -8 89,147.23 § 89,147.23
2020 - - 190,000.00 164,579.50 354,579.50 190,000.00 164,579.50 354,579.50
2021 - - 190,000.00 162,622.50 352,622.50 190,000.00 162,622.50 352,622.50
2022 - - 190,000.00 160,418.50 350,418.50 190,000.00 160,418.50 350,418.50
2023 - - 195,000.00 158,005.50 353,005.50 195,000.00 158,005.50 353,005.50
2024 - - 195,000.00 155,314.50 350,314.50 195,000.00 185,314.50 350,314.50
2025 - - 200,000.00 152,370.00 352,370.00 200,000.00 152,370.00 352,370.00
2026 - - 205,000.00 149,190.00 354,190.00 205,000.00 149,190.00 354,190.00
2027 - - 205,000.00 145,746.00 350,746.00 205,000.00 145,746.00 350,746.00
2028 - - 210,000.00 142,117.50 352,117.50 210,000.00 142,117.50 352,117.50
2029 - - 215,000.00 138,211.50 353,211.50 215,000.00 138,211.50 353,211.50
2030 - - 220,000.00 134,019.00 354,019.00 220,000.00 134,019.00 354,019.00
2031 - - 225,000.00 129,575.00 354,575.00 225,000.00 129,575.00 354,575.00
2032 - - 230,000.00 124,917.50 354,917.50 230,000.00 124,917.50 354,917.50 -
2033 - - 235,000.00 120,064.50 355,064.50 235,000.00 120,064.50 355,064.50
2034 - - 240,000.00 114,918.00 354,918.00 240,000.00 114,918.00 354,918.00
2035 - - 245,000.00 109,518.00 354,518.00 245,000.00 109,518.00 354,518.00
2036 - - 250,000.00 103,883.00 353,883.00 250,000.00 103,883.00 353,883.00
2037 - - 255,000.00 98,008.00 353,008.00 255,000.00 98,008.00 353,008.00
2038 - - 260,000,00 91,888.00 351,888.00 260,000.00 91,888.00 351,888.00
2039 - - 265,000.00 85,518.00 350,518.00 265,000.00 85,518.00 350,518.00
2040 - - 275,000.00 78,972.50 353,972.50 275,000.00 78,972.50 353,972.50
2041 - - 280,000.00 72,097.50 352,097.50 280,000.00 72,097.50 352,097.50
2042 - - 285,000.00 65,013.50 350.013.50 285,000.00 65,013.50 350,013.50
2043 - - 295,000.00 57,748.00 352,746.00 295,000.00 57,746.00 352,746.00
2044 - - 300,000.00 50,194.00 350,194.00 300,000.00 50,184.00 350,194.00
2045 - - 310,000.00 42,484.00 352,484.00 310,000.00 42,484.00 352,484.00
2046 - - 320,000.00 34,486.00  354,486.00 320,000.00 34,486.00 354,486.00
2047 - - 325,000.00 26,198.00 351,198.00 325,000.00 26,198.00 351,1988.00
2048 - - 335,000.00 17,748.00 352,748.00 335,000.00 17,748.00 352,748.00
2049 - - 345,000.00 9,004.50 354,004.50 345,000.00 9,004.50 354,004.50
- 8 - 8 $ 7,490,000.00 $ 3,183,975.73 $ 10,673,975.73 $ 7,490,000.00 $ 3,183,975.73 $ 10,673,975.73
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SIGNATURE AND NO-LITIGATION CERTIFICATE

THE STATE OF TEXAS §
§

COUNTIES OF COLLIN, COOKE, §
FANNIN AND GRAYSON §

WE, the undersigned, officials of the Greater Texoma Ultility Authority (the “Issuer”), DO
HEREBY CERTIFY as follows:

(1 This Certificate is executed and delivered with reference to the following
described bonds: “Greater Texoma Utility Authority Contract Revenue Bonds, Series 2019 (Bear
Creek Special Utility District Project)’, dated January 1, 2019, in the aggregate principal amount
of $7,490,000 (the "Bonds").

(2) The Bonds have been duly and officially executed by the undersigned with our
manual or facsimile signatures in the same manner appearing thereon, and the undersigned
hereby adopt and ratify our respective signatures in the manner appearing on each of the Bonds
whether in manual or facsimile form, as the case may be, as our true, genuine, and official
signatures.

(3) On December 17, 2018 and on the date hereof, we were and are the duly
qualified and acting officers indicated therein and authorized to execute the same.

4) We have caused the official seal of the Issuer to be impressed, imprinted or
lithographed on the Bonds; and said seal on the Bonds has been duly adopted as, and is
hereby declared to be, the official seal of the Issuer.

{5 No litigation of any nature is now pending before any federal or state court, or
administrative body, or to our knowledge threatened, seeking to restrain or enjoin the issuance
or delivery of the Bonds or questioning the issuance or sale of the Bonds, the authority or action
of the governing body of the Issuer relating to the issuance or sale of the Bonds, the pledge of
Pledged Revenue (as defined in the resolution authorizing the Bonds) to pay the principal of and
interest on the Bonds, the validity or enforceability of the Contract (as defined in the resolution
authorizing the Bonds), or that would otherwise adversely affect in a material manner the
financial condition of the Issuer to pay the principal of and interest on the Bonds; and that
neither the corporate existence or boundaries of the Issuer nor the right to hold office of any
member of the governing body of the Issuer or any other elected or appointed official of the
Issuer is being contested or otherwise questioned.

{6) No authority or proceeding for the issuance, sale, or delivery of the Bonds,
passed and adopted by the governing body of the issuer, has been amended, repealed,
revoked, rescinded, or otherwise modified since the date of passage thereof, and all such
preceedings and authority relating to the issuance and sale of the Bonds remain in ful! force and
effect as of the date of this Certificate.

) The Issuer hereby authorizes the Office of the Attorney General to date this
Certificate the date of delivery of its approving opinion, and agrees to notify the Office of the
Attorney General of any changes with respect to this Certificate or any bond documents to
which it is a party that are made between the date of such opinion and the date of closing.

73645717.1/1001035452
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EXECUTED AND DELIVERED this_) G wm:‘ %735 ava) 9

SIGNATURE

7~

THE STATE OF TEXAS
COUNTY OF GRAYSON

Before me, the undersigned, a Notary Public, on this day personally appeared Brad
Morgan, known to me to be the President of the Board of Directors of the Greater Texoma Ultility
Authority, and Mark Kuneman, known to me to be the Secretary of the Board of Directors of the
Greater Texoma Utility Authority, and who in my presence each executed this instrument before

OFFICIAL TITLE

President, Board of Directors
Greater Texoma Ultility Authority

Secretary, Board of Directors
Greater Texoma Utility Authority

me in the capacity represented, and each of said person’s signature is genuine.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the [fob day of December,

2018.

(Notary Seal)

%,

July 14, 2019

e

S B VELMA STARKS
NS B
54 %% Notary Public, State of Texas
12% J}‘: My Commission Expiras
b

Notary Public, State of Texas

73645717.1/4001035452 [signature page of Signature and No-Litigation Certificate]
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CERTIFICATE OF SECRETARY

THE STATE OF TEXAS §
§
COUNTY OF COLLIN §

§
I, the undersigned, Secretary of the Board of Directors of the Bear Creek Special Utility
District, DO HEREBY CERTIFY as follows:

1. On the 9" day of October, 2018, the Board of Directors of the Bear Creek Special
Utility District, convened in regular session at its regular meeting place of said District; the duly
constituted members of the Board being as follows:

HERMAN STORK PRESIDENT
BRYAN BLOCK VICE PRESIDENT
LETICIA HARRISON SECRETARY
ROBERT HAYNES TREASURER
CHRIS ELDER )

KEVIN HUTCHINSON ) DIRECTORS
DAVID HAWKINS )

all of said persons were present at said meeting, except the following: _ None . Among other
business considered at said meeting, the attached resolution entitled:

A RESOLUTION approving and authorizing the execution and delivery of a
"“Water Facilities Contract” with the Greater Texoma Utility Authority; and
resolving other matters incident and related to the execution and delivery
of such contract.

was introduced and submitted to the Board for passage and adoption. After presentation and
due consideration of the resolution, and upon a motion made and seconded, the resolution was
duly passed and adopted by the Board to be effective immediately by the following vote:

7 voted for 0 voted “Against” 0 abstained
all as shown in the official Minutes of the Board for the meeting held on the aforesaid date.

2. The attached resolution is a true and correct copy of the original on file in the
official records of the District; the duly qualified and acting members of the Board of Directors of
the District on the date of the aforesaid meeting are those persons shown above and, according
to the records of my office, advance notice of the time, place and purpose of the meeting was
given to each member of the Board; and that said meeting, including the subject of the entitled
resolution, was posted and given in advance thereof in compliance with the provisions of Texas
Government Code, Chapter 551, as amended.

73347648.1/1001035452
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IN WITNESS WHEREOF, | have hereunto signed my name officially and affixed the seal
of said District, this 9* day of October, 2018.

Il L a ANt

Secretary, Board 97f Directors
Bear Creek Special Utility District

(DISTRICT SEAL)

73347648.1/1001035452 [signature page of Certificate of Secretary]
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RESOLUTION No. A/ 8- 00

A RESOLUTION approving and authorizing the execution and delivery of a
"Water Facilities Contract” with the Greater Texoma Utility Authority; and
resolving other matters incident and related to the execution and delivery
of such contract.

WHEREAS, negotiations have been conducted between the Greater Texoma Utility
Authority (the "Authority") and the Bear Creek Special Utility District (the "District”), with respect
to the execution of a water facilities contract (the "Contract," the form of which is attached
hereto as Exhibit A), whereby the Authority would provide water supply and transmission
facilities to the District; and

WHEREAS, said Contract has been prepared and submitted to this governing body for
approval, and it has been determined by the Board of Directors that the Contract is in the best
interest of the District and should be approved; now, therefore,

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE BEAR CREEK SPECIAL
UTILITY DISTRICT:

SECTION 1. The "Water Facilities Contract” by and between the Greater Texoma
Utility Authority and the District, substantially in the form and content attached hereto as
Exhibit A and incorporated herein for all purposes is hereby approved for and on behalf of the
District. The President and Secretary of the Board of Directors of the District are hereby
authorized and directed to execute such Contract for and on behalf of the District and as its act
and deed of this Board of Directors.

SECTION 2. This Resolution shall take effect and be in full force from and after its
adoption.

PASSED AND APPROVED, this October 9, 2018.

BEAR CREEK SPECIAL UTILITY DISTRICT

Ay,

/Praident, Board of Directors

73347601.1/1001035452
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EXHIBIT A

Water Facilities Contract

See Tab 5

73347601.1/10010354562 A-1
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CERTIFICATE OF SECRETARY

THE STATE OF TEXAS §
§
COUNTY OF COLLIN §

I, the undersigned, Secretary of the Board of Directors of the Bear Creek Special Utility
District, DO HEREBY CERTIFY as follows:

1. On the 8" day of January, 2019, the Board of Directors of the Bear Creek Special
Utility District, convened in reguiar session at its regular meeting place of said District, the duly
constituted members of the Board being as follows:

HERMAN STORK PRESIDENT
BRYAN BLOCK VICE PRESIDENT
LETICIA HARRISON SECRETARY
ROBERT HAYNES TREASURER
CHRIS ELDER )

KEVIN HUTCHINSON ) DIRECTORS
DAVID HAWKINS )

all of said persons were present at said meeting, except the following:_Robert Haynes and
Chris Elder. Among other business considered at said meeting, the attached resolution entitled:

“A RESOLUTION by the Board of Directors of the Bear Creek Special Utility
District relating to the Greater Texoma Ulility Authority Contract Revenue
Bonds, Series 2019 (Bear Creek Special Utility District Project) and
approving the issuance thereof and the facilities to be constructed or
acquired by such Authority”

was introduced and submitted to the Board for passage and adoption. After presentation and
due consideration of the resolution, and upon a motion made and seconded, the resolution was
duly passed and adopted by the Board to be effective immediately by the following vote:

5 voted for 0 voted "Against” 0 abstained
all as shown in the official Minutes of the Board for the meeting held on the aforesaid date.

2. The attached resolution is a true and correct copy of the original on file in the
official records of the District; the duly qualified and acting members of the Board of Directors of
the District on the date of the aforesaid meeting are those persons shown above and, according
to the records of my office, advance notice of the time, place and purpose of the meeting was
given to each member of the Board; and that said meeting, including the subject of the entitled
resolution, was posted and given in advance thereof in compliance with the provisions of Texas
Government Code, Chapter 551, as amended.

73808915.1/1001035452

Page 1633 of 1768



IN WITNESS WHEREOF, | have hereunto signed my name officially and affixed the seal
of said District, this 8" day of January, 2019.

%é lied /Mmm
Secretary, Board of Directors
Bear Creek Special Utility District

(DISTRICT SEAL)

73808915.1/1001035452 [signature page of Certificate of Secretary]
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RESOLUTION NO. 2019-01-08-01

A RESOLUTION by the Board of Directors of the Bear Creek Special Utility
District relating to the Greater Texoma Ultility Authority Contract Revenue
Bonds, Series 2019 (Bear Creek Special Utility District Project) and
approving the issuance thereof and the facilities to be constructed or
acquired by such Authority

WHEREAS, the Board of Directors has heretofore authorized the execution of a certain
"Water Facilities Contract" dated as of October 9, 2018 (the "Contract") with the Greater
Texoma Utility Authority (the "Authority"); and

WHEREAS, under Section 4.15 of the Contract, it is provided that the District shall
approve the issuance by the Authority of any bonds that are to be payable (in whole or in part)
from certain moneys that the District has contracted to pay under the provisions of the Contract;
and

WHEREAS, in connection with the proposed "Greater Texoma Utility Authority Contract
Revenue Bonds, Series 2019 (Bear Creek Special Utility District Project)" (the "Bonds"), the
Texas Water Development Board (the "Board") has agreed, pursuant to an Application
Requesting Financial Assistance (the "Application"), to purchase the Bonds and, therefore, it is
neither necessary nor advisable for the Authority to prepare a Notice of Sale because, insofar
as the District is concerned, the Application contains sufficient information to accomplish the
purpose of a Notice of Sale; and

WHEREAS, the net effective interest rate on the Bonds will not exceed the maximum
permitted by law (as defined in Chapter 1204, Texas Government Code, as amended) and it is
now appropriate for this Board to approve the Application (in lieu of approving a Notice of Sale
with respect to the Bonds) as well as the issuance and delivery of the Bonds and the facilities to
be constructed or acquired with the proceeds of the Bonds, including the project (the "Series
2019 Project") described in the Resolution of the Authority authorizing the Bonds (the "Bond
Resolution"); now, therefore,

BE IT ORDAINED BY THE BOARD OF DIRECTORS OF THE BEAR CREEK SPECIAL
UTILITY DISTRICT:

SECTION 1: The facilities to be constructed, acquired, and improved by the Authority
with the proceeds of the Bonds as described in the Bond Resolution are hereby approved. The
issuance of the Bonds by the Authority and the use of the proceeds thereof, as described in the
Bond Resolution, is hereby approved. The Bond Resolution is approved as to form and content,
and the District acknowledges that the payment of principal of and interest on the Bonds is
payable, in whole or in part, from payments to be made by the District under and pursuant to the
Contract. The District agrees to provide the reports described in the Bond Resolution within the
times specified therein, in compliance with the Board's commitment. The District agrees with
the obligations and conditions set forth in the Board's Commitment 18-137, as amended, and
the District hereby expressly agrees that it will not acquire any of the Board's bonds that were
issued to provide financing for the Bonds in the amount of the Bonds to be acquired from the
Authority by the Board. A copy of such commitment is attached hereto as Exhibit A.

SECTION 2: It is the purpose and intent of the Board of Directors of the District to
approve the Bond Resolution, and the facilities to be constructed, acquired, and improved in full

73645852.1/1001035452
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accordance with the provisions of the Contract mentioned in the preamble hereof. To the extent
required by the Board or the Office of the Attorney General of Texas, the Authority is authorized
by this Board of Directors to make changes and revisions to the Bond Resolution from the form
approved by this Resolution in order to expedite the delivery of the Bonds. It is the intent of the
District to authorize the Authority to proceed with the construction, acquisition, and improvement
of the facilities at the earliest possible date, but nothing herein shall be construed as a limitation
upon the right and power of the District to approve a change in the facilities for which the Bonds
are to be issued.

SECTION 3: (a) No Private Use. Except as permitted by Section 141 of the Code and
the Regulations and rulings thereunder, the District shall at all times prior to the last stated
maturity of the Bonds exclusively operate and possess all property the acquisition, construction
or improvement of which js to be financed or refinanced directly or indirectly with Gross
Proceeds of the Bonds, and not use or permit the use of such Gross Proceeds (including all
contractual arrangements with terms different than those applicable to the general public) or any
property acquired, constructed or improved with such Gross Proceeds in any activity carried on
by any person or entity (including the United States or any agency, department and
instrumentality thereof) other than a state or local government, unless such use is solely as a
member of the general public; and

1)) No Private Loan. Except to the extent permitted by Section 141 of the Code and
the Regulations and rulings thereunder, the District shall not use Gross Proceeds of the Bonds
to make or finance loans to any person or entity other than a state or local government. For
purposes of the foregoing covenant, such Gross Proceeds are considered to be "loaned" to a
person or entity if; (1) property acquired, constructed or improved with such Gross Proceeds is
sold or leased to such person or entity in a transaction which creates a debt for federal income
tax purposes; (2) capacity in or service from such property is committed to such person or entity
under a take-or-pay, output or similar contract or arrangement; or (3) indirect benefits, or
burdens and benefits of ownership, of such Gross Proceeds or any property acquired,
constructed or improved with such Gross Proceeds are otherwise transferred in a transaction
which is the economic equivalent of a loan.

() The following terms used in this Section 3 shall have the following meanings:

"Code" means the Internal Revenue Code of 1986, as amended by all
legislation, if any, effective on or before the Closing Date.

"Gross Proceeds" means any proceeds as defined in Section 1.148-1(b) of the
Regulations, and any replacement proceeds as defined in Section 1.148-1(c) of
the Regulations, of the Bonds.

"Regulations" means any proposed, temporary, or final Income Tax Regulations
issued pursuant to Sections 103 and 141 through 150 of the Code, and 103 of
the Internal Revenue Code of 1954, which are applicable to the Bonds. Any
reference to any specific Regulation shall alsoc mean, as appropriate, any
proposed, temporary or final Income Tax Regulation designed to supplement,
amend or replace the specific Regulation referenced.

SECTION 4: In order to assist the Authority in complying with Rule 15¢2-12 of the
Securities Exchange of Act of 1934, as amended (the “Rule”), the District covenants and
agrees as follows:

73645852.1/1001035452 2
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{(a) Annual Reports. The District will provide to the Authority, no later than March 1
of each year (or such other date as may be agreed to by the District and the Authority, but no
later than six months after its fiscal year end), while the District is an “obligated person” under
the Rule, the information with respect to the District described in the Bond Resolution. Any
financial statements to provided pursuant to this Section shall be (i) prepared in accordance with
the accounting principles described in the District's audited financial statements, (ii) audited, if
the District commissions an audit of such statements and the audit is completed within the
period during which they must be provided. If the audit of such financial statements is not
completed within such period, then the District shall provide notice to the Authority that the
audited financial statements are not available and shall provide unaudited financial information
of the type for the applicabie fiscal year to the Authority by the required time. Thereafter, when
and if audited financial statements are available, the District shall provide such audited financial
statements as required to the Authority.

If the District’s fiscal year end differs from the Authority’s fiscal year end, the District shall
provide the most recent year end annual information as well as cumulative current year to date
information. The District shall notify the Authority if the District changes its fiscal year.

The financial information and operating data to be provided pursuant to this Section may
be set forth in full in one or more documents or may be included by specific reference to any
document avaiiable to the public on the MSRB’s Internet Web site or filed with the SEC.

The District will notify the Authority as soon as possible if the information required by this
Section cannot be provided in the above-specified time frame.

(b) Notice of Certain Events. To the extent applicable to the District as an “obligated
person” under the Rule and in connection with the Bonds, the District agrees to notify the MSRB
in a timely manner and not more than 10 business days after occurrence of the event:

® Principal and interest payment delinquencies;
(i) Non-payment related defauits, if material;

(i)  Unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv) Unscheduled draws on credit enhancements reflecting financial
difficulties;

v) Substitution of credit or liquidity providers, or their failure to perform;

(viy  Adverse tax opinions, the issuance by the Internai Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB),

or other material notices or determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds;

(vii)  Modifications to rights of holders of the Bonds, if material;
(viii)y Bond calls, if material, and tender offers;

(ix) Defeasances;

73645852.1/1001035452 3
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(x) Release, substitution, or sale of property securing repayment of the
Bonds, if material;

(i) Rating changes;

(xity  Bankruptcy, insolvency, receivership, or similar event of the District,
which shall occur as described below;

(xiii)  The consummation of a merger, consolidation, or acquisition involving the
District or the sale of all or substantially all of its assets, other than in the ordinary course of
business, the entry into of a definitive agreement to undertake such an action or the termination
of a definitive agreement relating to any such actions, other than pursuant to its terms, if
material; and

(xiv)  Appointment of a successor or additional trustee or the change of name
of a trustee, if material.

(¢} Accuracy and Completeness. The District warrants that all information provided
by it to the Authority pursuant to this Section will be accurate in all material respects to the best
of its knowledge and belief. The District will provide the Authority with such information as the
Authority may reasonably request to confirm the accuracy and completeness of any information
provided by the District pursuant to this Section. If the Authority thereafter has reasonable
grounds to question the completeness or accuracy of such information, the District will afford the
Authority and its attorneys and agents, at the expense of the Authority, reasonable access to
any and all records, documents, contracts, and other information which is in the custody or
control of the District to confirm such accuracy and completeness. The Authority and its
attorneys and agents shall maintain the confidentiality of all such information; unless required to
be provided by the Authority to the MSRB, and except as otherwise provided by law. The
District shall not be required to provide information or to allow access to its records which
exceeds the standards applicable to a due diligence inquiry in the preparation of an official
statement in connection with the sale of Bonds or any Additional Bonds by the Authority.

(d) Limitations, Disclaimers and Amendments. (1) The District shall be obligated
to observe and perform the covenants specified in this Section for so long as, but only for so
long as, the Authority and the District each remain an Obligated Person, provided that the
Authority and the District in any event will give notice of any payment or deposit of funds by
either of such parties that causes the Bonds to be retired and defeased.

(2) The provisions of this Section are for the sole benefit of the Holders and
beneficial owners of the Bonds, and nothing in this Section, express or implied, shall give any
benefit or any legal or equitable right, remedy, or claim hereunder to any other person. The
Authority and the District undertake to provide only the financial information, operating data,
financial statements and notices which it has expressly agreed to provide pursuant to this
Section and do not hereby undertake to provide any other information that may be relevant or
material to a complete presentation of the Authority’s or the District’s financial resuits, condition,
or prospects or hereby undertake to update any information provided in accordance with this
Section or otherwise, except as expressly provided herein. Neither the Authority nor the District
make any representation or warranty concerning such information or its usefulness to a decision
to invest in or sell Bonds at any future date.
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(3) UNDER NO CIRCUMSTANCES SHALL THE DISTRICT BE LIABLE TO THE
HOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN
CONTRACT, OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM ANY
BREACH BY THE DISTRICT, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART,
OF ANY CQOVENANT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND REMEDY OF
ANY SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH
BREACH SHALL BE LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC
PERFORMANCE.

(4) The provisions of this Section may be amended by the District (with the written
approval of the Authority) from time to time to adapt to changed circumstances that arise from a
change in legal requirements, a change in law, or a change in the identity, nature, status, or
type of operations of the District, only if (1) the provisions of this Section, as so amended, would
have permitted an underwriter to purchase or sell Bonds in the primary offering of the Bonds in
compliance with the Rule, taking into account any amendments or interpretations of the Rule to
the date of such amendment, as well as such changed circumstances, and (2) either (a) the
Holders of a majority in aggregate principal amount (or any grater amount required by
provisions of the Bond Resolution that authorizes such an amendment) of the outstanding
Bonds consent to such amendment or (b) a person that is unaffiliated with the District (such as
nationally recognized bond counsel) determines that such amendment will not materially impair
the interests of the Holders and beneficial owners of the Bonds. [f the provisions of this Section
are so amended, the Authority shall include with any amended financial information or operating
data next provided in accordance with the Bond Resolution an explanation, in narrative form, of
the reasons for the amendment and of the impact of any change in the type of financial
information or operating data so provided.

(e) Remedies. In the event the District fails or refuses to provide the information
required by paragraphs (a) and (b) hereof, the Authority may enforce its right hereunder by an
action for mandamus or specific performance; provided, however, before enforcing such
remedies, the Authority shall give the District notice as provided herein and a reasonable
opportunity to provide the requested information.

SECTION 5: Reporting of Significant Events. (1) Upon the occurrence of any of the
events described below, the District will promptly notify the Authority and provide information
requested by the Authority pertaining to (i) an action, suit or other formal proceeding at law or in
equity, against the District that would materially and adversely affect the District’s financial
condition or its ability to make payments under the Contract and (ii) any change in the District's
financial condition or financing arrangements that would materially and adversely affect the
District’s financial condition or its ability to make payments under the Contract.

SECTION 6&: In all respects the Contract is re-approved and shall be and remain in full
force as the agreement of the parties.

SECTION 7: The findings and determinations of the Board of Directors contained in the
preamble hereof are hereby incorporated by reference and made a part of this Resolution for all
purposes as if the same were restated in full in this Section.

[remainder of page left blank intentionally]
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PASSED AND APPROVED, this January 8, 2019.

A.. Lo

President, Board of Directors
Bear Creek Special Utility District

ATTEST:;

ol s Tt —

Secretary, Board of Directors
Bear Creek Special Utility District

73645852.1/1001035452 [signature page of District Resolution]
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EXHIBIT A

COMMITMENT OF THE TEXAS WATER DEVELOPMENT BOARD
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A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
APPROVING AN APPLICATION FOR FINANCIAL ASSISTANCE IN THE AMOUNT OF
$7,490,000 TO THE GREATER TEXOMA UTILITY AUTHORITY
FROM THE DRINKING WATER STATE REVOLVING FUND
THROUGH THE PROPOSED PURCHASE OF
$7,490,000 GREATER TEXOMA UTILITY AUTHORITY
(BEAR CREEK SUD) CONTRACT REVENUE BONDS,

PROPOSED SERIES 2019

(18-137)

WHEREAS, the Greater Texoma Utility Authority {Authority), located in Graysan
County, has filed an application for financial assistance on behalf of the Bear Creek Special ’
Utility District (District) located in Collin County, in the amount of $7,490,000 from the
Drinking Water State Revolving Fund (DWSRF) to finance the planning, acquisition, design
and construction of certain water system improvements identified as Project No. 62810; and

WHEREAS, the Authority seeks financial assistance from the Texas Water
Development Board {TWDB) through the TWDB's proposed purchase of $7,490,000 Greater
Texoma Utility Authority (Bear Creek SUD) Contract Revenue Bonds, Proposed Series 2019
(together with all authorizing documents (Obligations)), all as is more specifically set forth
in the application and in recommendations of the TWDB’s staff; and

WHEREAS, the Authority has offered a pledge of contract revenue from the District as
sufficient security for the repayment of the Obligations; and

WHEREAS, the commitment is approved for funding under the TWDB's pre-design
funding option, and initial and future releases of funds are subject to 31 TAC § 371.13; and

WHEREAS, the TWDB hereby finds:

1. that the revenue pledged by the Authority will be sufficient to meet all the Obligations
assumed by the Authority, in accordance with Texas Water Code § 15.607;

2, that the application and assistance applied for meet the requirements of the Safe
Drinking Water Act, 42 U.S.C. §§ 300f et seq. as well as state law, in accordance with
Texas Water Code § 15.607;

3. that the District has adopted and implemented a water conservation program for the
more efficient use of water that will meet reasonably anticipated local needs and
conditions and that incorporates practices, techniques or technology prescribed by
the Texas Water Code and TWDB's rules;

4, that the TWDB has approved a regional water plan for the region of the state that
includes the area benefiting from the project and the needs to be addressed by the
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project will be addressed in a manner that is consistent with the approved regional
and state water plans, as required by Texas Water Code § 16.053(j);

that a current water audit required by Texas Water Code § 16.0121 and 31 TAC §
358.6 has been completed by the District and filed with the TWDB in accordance with
Texas Water Code § 16.053(j).

NOW, THEREFORE, based on these findings, the TWDB resolves as follows:

A commitment is made by the TWDB to the Greater Texoma Utility Authority for
financial assistance in the amount of $7,490,000 from the Drinking Water State
Revolving Fund through the TWDB's proposed purchase of $7,490,000 Greater
Texoma Utility Authority (Bear Creek SUD) Contract Revenue Bonds, Proposed Serles
2019. This commitment will expire on November 30,2019,

Such commitment is conditioned as follows:

Standard Conditi

1.

this commitment is contingent on a future sale of bonds by the TWDB or on the
availability of funds on hand;

this commitment is contingent upon the issuance of a written approving opinion of
the Attorney General of the State of Texas stating that all of the requirements of the
laws under which said Obligations were issued have been complied with; that said
Obligations were issued in conformity with the Constitution and laws of the State of
Texas; and that said Obligations are valid and binding obligations of the Authority;

this commitment is contingent upon the Authority’s compliance with all applicable
requirements contained in 31 TAC Chapter 371;

the Obligations must provide that the Obligations can be called for early redemption
only in inverse order of maturity, and on any date beginning on or after the first
interest payment date which is 10 years from the dated date of the Obligations, at a
redemption price of par, together with accrued interest to the date fixed for
redemption;

the Authority, or an obligated person for whom financial or operating data is
presented to the TWDB in the application for financial assistance either individually
or in combination with other issuers of the Authority’s Obligations or obligated
persons, will, at a minimum, regardless of the amount of the Obligations, covenant to
comply with requirements for continuing disclosure on an ongoing basis
substantially in the manner required by Securities and Exchange Commission (SEC)
in 17 CFR § 240.15c2-12 (Rule 15¢2-12) and determined as if the TWDB were a
Participating Underwriter within the meaning of such rule, such continuing
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10.

11.

disclosure undertaking being for the benefit of the TWDB and the beneficial owners
of the Authority’s Obligations, if the TWDB sells or otherwise transfers such
Obligations, and the beneficial owners of the TWDB's bonds if the Authority is an
obligated person with respect to such bonds under SEC Rule 15¢2-12;

the Obligations must contain a provision requiring the Authority to levy a tax andfor
maintain and collect sufficient rates and charges to produce system revenues in an
amount necessary to meet the debt service requirements of all outstanding
obligations and to maintain the funds established and required by the Obligations;

the Obligations must include a provision requiring the Authority to use any loan
proceeds from the Obligations that are determined to be remaining unused funds,
which are those funds unspent after the original approved project is completed, for
enhancements to the original project that are explicitly approved by the Executive
Administrator or if no enhancements are authorized by the Executive Administrator,
requiring the Authority to submit a final accounting and disposition of any unused
funds;

the Obligations must include a provision requiring the Authority to use any loan
proceeds from the Obligations that are determined to be surplus funds remaining
after completion of the project and completion of a final accounting for the following
purposes as approved by the Executive Administrator: (1) to redeem, in inverse
annual order, the Obligations owned by the TWDB; (2) deposit into the Interest and
Sinking Fund or other debt service account for the payment of interest or principal
on the Obligations owned by the TWDB; or (3) deposit into a reserve fund;

the Obligations must contain a provision that the TWDB may exercise all remedies
available to it in law or equity, and any provision of the Obligations that restricts or
limits the TWDB's full exercise of these remedies shall be of no force and effect;

loan proceeds are public funds and, as such, the Obligations must include a provision
requiring that these proceeds shall be held at a designated state depository
institution or other properly chartered and authorized institution in accordance with
the Public Funds Investment Act, Government Code, Chapter 2256, and the Public
Funds Collateral Act, Government Code, Chapter 2257;

loan proceeds shall not be used by the Authority when sampling, testing, removing or
disposing of contaminated soils and/or media at the project site. The Obligations
shall include an environmental indemnification provision wherein the Authority
agrees to indemnify, hold harmless and protect the TWDB from any and all claims,
causes of action or damages to the person or property of third parties arising from
the sampling, analysis, transport, storage, treatment and disposition of any
contaminated sewage sludge, contaminated sediments and/or contaminated media
that may be generated by the Authority, its contractors, consultants, agents, officials
and employees as a result of activities relating to the project to the extent permitted
by law;
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12.

13,

14.

15.

16.

prior to closing, the Authority shall submit documentation evidencing the adoption
and implementation of sufficient system rates and charges or, if applicable, the levy
of an interest and sinking tax rate sufficient for the repayment of all system debt
service requirements; ’

prior to closing, and if not previously provided with the application, the Authority
shall submit executed contracts for engineering and, if applicable, financial advisor
and bond counse! contracts, for the project that are satisfactory to the Executive
Administrator. Fees to be reimbursed under the contracts must be reasonable in
relation to the services performed, reflected in the contract, and acceptable to the
Executive Administrator;

prior to closing, when any portion of the financial assistance is to be held in escrow
or in trust, the Authority shall execute an escrow or trust agreement, approved as to
form and substance by the Executive Administrator, and shall submit that executed
agreement to the TWDB;

the Executive Administrator may require that the Authority execute a separate
financing agreement in form and substance acceptable to the Executive
Administrator;

the TWDB retains the option to purchase the Obligations in separate lots and/or on
an instaliment basis, with delivery of the purchase price for each instdllment to be
paid against delivery of the relevant installment of Obligations as approved by the
Executive Admiaistrator;

17.

18.

19,

20.

the Authority’s bond counsel must prepare a written opinion that states that the
interest on the Obligations is excludable from gross income or is exempt from federal
income taxation. Bond counsel may rely on covenants and representations of the
Authority when rendering this opinion;

the Authority’s bond counsel opinion must also state that the Obligations are not
“private activity bonds.” Bond counsel may rely on covenants and representations of
the Authority when rendering this opinion;

the Obligations must include a provision prohibiting the Authority from using the
proceeds of this loan in a manner that would cause the Obligations to become “private
activity bonds” within the meaning of § 141 of the Internal Revenue Code of 1986, as
amended {Code) and the Treasury Regulations promulgated thereunder
(Regulations);

the Obligations must provide that no portion of the proceeds of the loan will be used,
directly or indirectly, in a manner that would cause the Obligations to be “arbitrage
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21,

bonds” within the meaning of § 148(a) of the Code and Regulations, including to
acquire or to replace funds which were used, directly or indirectly, to acquire
Nonpurpose Investments (as defined in the Code and Regulations) which produce a
yield materially higher than the yield on the TWDB's bonds that are issued to provide
financing for the loan {Source Series Bonds), other than Nonpurpese Investments
acquired with:

a. proceeds of the TWDB’'s Source Series Bonds invested for a reasonable
temporary period of up to three (3} years after the issue date of the Source
Series Bonds until such proceeds are needed for the facilities to be financed;

b. amounts invested in a bona fide debt service fund, within the meaning of §

1.148-1(b) of the Regulations; and

. C amounts deposited in any reasonably required reserve or replacement fund to

the extent such amounts do not exceed the least of maximum annual debt
service on the Obligations, 125% of average annual debt service on the
Obligations, or 10 percent of the stated principal amount (or, in the case of a
discount, the issue price) of the Obligations;

the Obligations must include a provision requiring the Authority take all necessary
steps to comply with the requirement that certain amounts earned on the investment
of gross proceeds of the Obligations be rebated to the federal govermment in order to
satisfy the requirements of § 148 of the Code. The Obligations must provide that the
Authority will:

a. account for all Gross Proceeds, as defined in the Code and Regulations,
(including all receipts, expenditures and investments thereof) on its books of
account separately and apart from all other funds (and receipts, expenditures
and investments thereof) and retain all records of such accounting for at least
six years after the final Computation Date. The Authority may, however, to the
extent permitted by law, commingle Gross Proceeds of its Loan with other
money of the Authority, provided that the Authority separately accounts for
each receipt and expenditure of such Gross Proceeds and the obligations
acquired therewith;

b. calculate the Rebate Amount, as defined in the Code and Regulations, with
respect to its Loan, not less frequently than each Computation Date, in
accordance with rules set forth in § 148(f) of the Code, § 1.148-3 of the
Regulations, and the rulings thereunder. The Authority shall maintain a copy
of such calculations for at least six years after the final Computation Date;

c. as additional consideration for the making of the Loan, and in order to induce
the making of the Loan by measures designed to ensure the excludability of

the interest on the TWDB's Source Series Bonds from the gross income of the
owners thereof for federal income tax purposes, pay to the United States the
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22.
23.
24.

25,

26.

amount described in paragraph (b) above within 30 days after each
Computation Date;

d. exercise reasonable diligence to assure that no errors are made in the
calculations required by paragraph (b} and, if such error is made, to discover
and promptly to correct such error within a reasonable amount of time
thereafter, including payment to the United States of any interest and any
penalty required by the Regulations; )

the Obligations must include a provision prohibiting the Authority from taking any
action that would cause the interest on the Obligations to be includable in gross
income for federal income tax purposes; i
the Obligations must provide that the Authority will not cause or permit the
Obligations to be treated as “federally guaranteed” obligations within the meaning of
§ 149(b) of the Code;

the transcript must include a No Arbitrage Certificate or similar Federal Tax
Certificate setting forth the Authority’s reasonable expectations regarding the use,
expenditure and investment of the proceeds of the Obligations;

the transcript must include evidence that the information reporting requirements of
§ 149(e) of the Code will be satisfied. This requirement may be satisfied by filing an
IRS Form 8038 with the Internal Revenue Service. In addition, the applicable
completed IRS Form 8038 or other evidence that the information reporting
requirements of § 149(e) have been satisfied must be provided to the Executive
Administrator within fourteen (14) days of closing. The Executive Administrator may
withhold the release of funds for failure to comply;

the Obligations must provide that neither the Authority nor a related party thereto
will acquire any of the TWDB’s Source Series Bonds in an amount related to the
amount of the Obligations to be acquired from the Authority by the TWDB;

State Revolving Fund Conditi

27.

28.

the Authority shall submit outlay reports with sufficient documentation on costson a
quarterly or monthly basis in accordance with TWDB outiay report guidelines;

the Obligations must include a provision stating that all laborers and mechanics
employed by contractors and subcontractors for projects shall be paid wages at rates
not less than those prevailing on projects of a similar character.in the locality in
accordance with the Davis-Bacon Act, and the U.S. Department of Labor’s
implementing regulations. The Authority, all contractors, and all sub-contractors
shall ensure that all project contracts mandate compliance with Davis-Bacon. All
contracts and subcontracts for the construction of the project carried out in whole or
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29.

30.

31.

32

33,

34.

in part with financial assistance made available as provided herein shall insert in full
in any contract in excess of $2,000 the contracts clauses as provided by the TWDB;

the Obligations must include a provision stating that the Authority shall provide the
TWDB with all information required to be reported in accordance with the Federal
Funding Accountability and Transparency Act of 2006, Pub. L. 109-282, as amended
by Pub. L. 110-252. The Authority shall obtain a Data Universal Numbering System
(DUNS) Number and shall register with System for Award Management (SAM), and
maintain current registration at all times during which the Obligations are
outstanding;

the Obligations shall provide that all loan proceeds will be timely and expeditiously
used, as required by 40 CFR § 35.3135(d), and also shall provide that the Authority
will adhere to the approved project schedule;

The Obligations must contain a covenant that the Authority will abide by all
applicable construction contract requirements related to the use of iron and steel
products produced in the United States, as required by 31 TAC § 371.4 and related
State Revolving Fund Policy Guidelines;

e i itio

prior to or at closing, the Authority shall pay a 2.15% origination fee to the TWDB
calculated pursuant to 31 TAC Chapter 371 and the applicable Intended Use Plan;

prior to closing, the Texas Commission on Environmental Quality, must make a
determination, the form and substance of which is satisfactory to the Executive
Administrator, that the Authority has demonstrated the necessary financial,
managerial, and technical capabilities to proceed with the project or projects to be
funded with the proceeds of these Obligations;

prior to release of funds for professional consultants including, but not limited to, the
engineer, financial advisor, and bond counsel, as appropriate, the Authority must

provide documentation that it has met all applicable state procurement requirements

as well as all federal procurement requirements under the Disadvantaged Business
Enterprises program;

Pledee Conditions for the |

35.

36.

upon request by the Executive Administrator, the Authority shall submit annual
audits of contracting parties for the Executive Administrator's review;

the Obligations must contain a provision requiring the Authority to maintain rates
and charges sufficient to meet the debt service requirements on the outstanding debt
Obligations that are being supported by the pledged contract revenues and will
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37.

38.

further require its customers to maintain rates and charges sufficient to pay all of
their revenue obligations arising from the operation of the water and sewer system;

the Obligations must contain a provision that the pledged contract revenues from the

_ Authority may not be pledged to the payment of any additional parity obligations of

the Authority secured by a pledge of the same contract revenues unless the Authority
demonstrates to the Executive Administrator’s satisfaction that the pledged contract
revenues will be sufficient for the repayment of all Obligations and additional parity
obligations;

prior to closing, the Authority must submit executed contracts between the Authority
and the contracting parties regarding the contract revenues pledged to the payment

. of the Authority’s Obligations, in form and substance acceptable to the Executive

Administrator. Such contracts shall include provisions consistent with the provisions
of this Resolution regarding the contracting parties’ annual audits, the setting of rates
and charges and collection of revenues sufficient to meet the Authority’s debt service
obligations and additional parity obligations.

PROVIDED, however, the commitment is subject to the following special conditions:

Special Conditions:

43,

46.

47.

the Authority must notify the Executive Administrator prior to taking any actions to
alter its legal status in any manner, such as by conversion to a conservation and
reclamation district or a sale-transfer-merger with another retail public utility;

the Obligations must include a provision requiring that, prior to any action by the
Authority to convey its Obligations held by the TWDB to another entity, the
conveyance and the assumption of the Obligations must be approved by the TWDB;

The Authority shall not amend or revise the Water and Sewer Facilities contract with
the District, which concerns the revenue source for the ledge, if the revision or
amendment affects the financial condition of the Authority or its ability to repay the
loan described in this Commitment without receiving the written approval of the

Executive Administrator.
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APPROVED and ordered of record this 12t" day of November, 2018.

TEXAS WATER DEVELOPMENT BOARD

Peter M. Lake, Chairman

i DATE siGNED: {1/ 19/4

ATTEST:

avn

]may(eréﬁécufive Administrator
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GENERAL CERTIFICATE OF THE DISTRICT

STATE OF TEXAS §
§
COUNTY OF COLLIN §

We, the undersigned, President of the Board of Directors and General Manager of the
Bear Creek Special Utility District (the "District"), DO HEREBY CERTIFY as follows:

1. Relative to District Officials. The duly qualified and acting officers of the District
are as follows:
Herman Stock President, Board of Directors
Bryan Block Vice President, Board of Directors
Leticia Harrison Secretary
Robert Haynes Treasurer
Camille Reagan General Manager
2. Relative to Signature Identification. Appearing below are the true and correct

signatures of the persons holding the offices of President of the Board of Directors and General
Manager. By his signature hereon, the President of the Board of Directors certifies that the
signature of the General Manager appearing hereon is his genuine signature and by his
signature hereon, the General Manager certifies that the signature of the President of the Board
of Directors appearing hereon is his genuine signature.

3. Relative to the Contract. The Water Facilities Contract (the "Contract") between
the Greater Texoma Ultility Authority (the "Authority") and the District, dated as of October 9,
2018, has been duly authorized and is in compliance with any applicable statutory requirements.
The Contract, as submitted to the Attorney General of Texas, is still in full force and effect and
has not been amended or rescinded. No litigation is pending or threatened concerning the titie
or authority of the officers or concerning the Contract. No other contractual agreement or
obligation of the District prohibits the District from entering into the Contract.

4, Relative to Sufficiency of Revenues. A true and correct copy of the pro-forma
operating statement of revenue and expense projections showing the District's ability to make
contract payments sufficient to pay bond principal and interest payments is attached hereto as
Exhibit A-1, and a schedule reflecting recent historical gross and net revenues of the District's
utility system is attached hereto as Exhibit A-2. The District has no outstanding obligations
payable from the net revenues of its Waterworks System.

5. Reiative to No Litigation. No litigation is pending before any federal or state
court, or administrative body or, to the best of our knowledge and belief, threatened in any way
affecting the Contract, the existence of the District or the titles of its officials to their respective
positions, and that neither the Contract, the corporate existence or boundaries of the District,
nor the right to hold office of any member of the governing body of the District or any other
elected or appointed officer of the District is being contested or otherwise questioned.
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6. Authority to Date. That the District hereby authorizes the Office of the Attorney
General to date this Certificate the date of delivery of its approving opinion, and agrees to notify
the Office of the Attorney General of any changes with respect to this Certificate or any bond

documents to which it is a party that are made between the date of such opinion and the date of
closing.

(remainder of page left blank intentionally)
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WITNESS OUR HANDS AND SEAL of the District, this IBLWJ‘“;/)% 20| ﬁ

BEAR CREEK SPECIAL UTILITY DISTRICT

resident of the Bard of Directors

General Manager \}

(District Seal)

73808951.1/1001035452  [signature page of General Certificate of the District]
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PRO FORMA OPERATING STMT

Bear Creek SUD
OPERATING
YEAR INCOME™
2019 2,088,907
2020 2,088,907
2021 2,088,907
2022 2,088,907
2023 2,088,907
2024 2,088,907
2025 2,088,907
2026 2,088,907
2027 2,088,907
2028 2,088,907
2029 2,088,907
2030 2,088,907
2031 2,088,907
2032 2,088,907
2033 2,088,907
2034 2,088,907
2035 2,088,907
2036 2,088,907
2037 2,088,907
2038 2,088,907
2038 2,088,907
2040 2,088,907
2041 2,088,907
2042 2,088,907
2043 2,088,907
2044 2,088,907
2045 2,088,907
2046 2,088,907
2047 2,088,907
2048 2,088,907
2049 2,088,907

Rate Increase
Necessary to

Service Debt'™
248,508
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,280
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180
414,180

EXHIBIT A-1

PRO-FORMA OPERATING

30 year scenario

o&M
EXPENSES
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222
1,778,222

(1) Does not include depreciation or future NTMWD Water Rate Increases
(2) Board will increase rates as necessary to service debt. Pro forma reflects $10.00 increase effective 2019, additional $5.00 increase effective 2020.
{3) Administrative payments billed directly to GTUA.
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STATEMENT

DWSRF FUNDS EXISTING CITY
$7,450,000 DEBT ON

DEBT SERVICE W/S SYSTEM
89,147 138,786
354,580 138,786
352,623 138,787
350,419 138,786
353,006 138,787
350,315 138,786
352,370 138,786
354,190 138,786
350,746 138,787
352,118 138,787
353,212 138,786
354,019 138,786
354,575 138,787
354,918 138,787
355,065 126,968
354,918 126,969
354,518 126,969
353,883 -
363,008 -
351,888 -
350,518 -
353,973 -
352,098 -
350,014 .
352,746 -
350,194 -
352,484 -
354,486 -
351,198 .
352,748 -
354,005 -

A-1

RESERVE
PAYMENTS
71,160
71,160
71,160
71,160
71,160

ESTIMATED
ADMIN

PAYMENTS®  COVERAGE
33,750 1.68
33,750 121
27,750 1.23
26,759 1.23
25,768 123
24,777 141
23,786 141
22,795 1.41
21,804 1.42
20,813 1.42
19,821 1.42
18,830 142
17,839 142
16,848 142
15,857 146
14,866 146
13,875 146
12,884 198
11,893 1.99
10,902 2.00
9,911 201
8,920 2.00
7,920 201
6,938 2.03
5,946 2.02
4,955 204
3,964 2.03
2,973 2.03
1,982 2.05
991 2.05
0 2.05



BEAR CREEK SUD

EXHIBIT A-2

WATER SYSTEM REVENUES

FIVE-YEAR COMPARATIVE OPERATING STATEMENT

Operating Ravenues
Water Sales

Customer Charges/Fees

Othe Income

Tota! Operating Revenue

Qoeratlng Expenses
Payroli and benefits
Water purchases
Repalrs and malntenance
Utilities
Supplies
Insurance
Dues and Fees
Profassional fees
Other operating expenses

L ating Expenses

ting Inco

Fiscal Year Ended September 30,

* Excludes bond payments to GTUA and depreciation.

73808951.1/10010354562

Page 1655 of 1768

2017 2016 2015 2014 2013
$ 1,185455 & 1,116528 $ 878,791 $ 709,683 $ 523,309
903,452 827,807 942,174 1,344,762 277,134
$ -5 . $ 151,700 $ 165450 $ 88,593
2,088,907 5 1,944,335 $ 1,972,665 $ 2,219,895 $ 889,036
$ 400,236 $ 381,896 $ 327,463 $ 282,718 $ 110,160
612,112 551,497 464,271 423,323 198,326
387,470 33,382 44,137 19,411 28,996
61,369 60,262 61,815 50,671 24,519
243,553 237,801 100,841 132,870 28,847
151,661 114,604 115,350 85,617 36,472
11,264 8,404 9,773 7,693 3,494
95,216 60,252 94,699 51,274 24,195
124,487 187,687 237,296 109,486 59,034
$ 2,087,368 S 1635875 $ 1455645 $ 1,163,063 $ 514,043
$ 1,533 $ 308,460 $ 517,020 $ 1,056,832 $ 374,993

A-2
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Application Filing and Authorized Representative Resolution

A RESOLUTION by the Board of Directors ~ of the
Greater Texoma Utility Authority requesting financial assistance from the Texas Water

Development Board; authorizing the filing of an application for assistance; and making certain findings in

connection therewith.

BE IT RESOLVED BY THE Board of Directors OF
THE Greater Texoma Utility Authority

SECTION [: That an application is hereby approved and authorized to be filed with the Texas Water

Development Board secking financial assistance in an amount not to exceed $ 11,225,000 to provide
for the costs of iIMprovements to Bear Creek SUD water system

SECTION 2: That Drew Satterwhite, P.E. be and is hereby
designated the authorized representative of the Greater Texoma Utility Authority __ for purposes

of furnishing such information and executing such documents as may be required in connection with the preparation

and filing of such application for financial assistance and the rules of the Texas Water Development Board.

SECTION 3: That the following firms and individuals are hereby authorized and directed to aid and assist

in the preparation and submission of such application and appear on behalf of and represent the
Greater Texoma Utility Authority before any hearing held by the Texas Water

Development Board on such application, to wit:

Garry Kimball

Specialized Public Finance, 248 Addie Roy Road, Suite B-103, Austin TX 78746-4110

Financial Advisor:

Todd Strouse, P.E.
Kimley-Horn, 260 East Davis Street, Suite 100, McKinney TX 75069

Engineer:

Kristen Savant
Norton Rose Fulbright, 2200 Ross Ave, Suite 3600, Dallas TX 75201-7932

Bond Counsel:

PASSED AND APPROVED, thisthe 16th dayof July 72018
/ /

ATTEST: By,

(Seal)
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SOAH DOCKET NO. 473-19-5674.WS EXHIBIT
PUC DOCKET NO. 49351

RATEPAYERS APPEAL OF THE 8 BEFORE THE STATE OFFICE
DECISION BY BEAR CREEK SPECIAL $ oF
UTILITY DISTRICT TO CHANGE §
RATES §
§  ADMINISTRATIVE HEARINGS
SUPPLEMENTAL AFFIDAVIT OF JOHN CARLTON
STATE OF TEXAS §
§
COUNTY OF TRAVIS 8

BEFORE ME, the undersigned Notary Public, on this day personally appeared John
Carlton, the affiant, whose identity is known to me. After I administered an oath, affiant testified
as follows:

1. *“My name is John Carlton. I am over 18 years of age, of sound mind, and capable of
making this affidavit. The facts stated herein are within my personal knowledge and
are true and correct.

2. “T am an attorney licensed to practice in the State of Texas. I was licensed to practice
in 1991 and have been a civil-litigation attorney practicing in administrative and local-
government law since that time. I founded The Carlton Firm, P.L.L.C. in 2011.

3. “Bear Creek Special Utility District (“Bear Creek”) retained The Carlton Law Firm,
P.L.L.C. to represent it in this rate appeal. | have personal knowledge of this case and
the legal work performed.

4. “It was necessary for Bear Creek to retain an attorney as well as have the assistance of
other professionals and para-professionals to work on this case.

5. “I am the lawyer in charge of this case. I am the managing member of The Carlton

Law Firm, P.L.L.C.

Supplemental Affidavit of John Carlton
Responsive to Staff RFls 7-3 and 7-26 BCSUD002511
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6. “I have associate attorneys who are also assigned to this case. Grayson McDaniel was
licensed in 2011, and Katelyn Hammes was licensed in 2020.

7. “The paralegals and legal assistants assigned to this case (1) are qualified by education,
experience, and training to perform the services required; (2) have knowledge of the
legal system, principles, and procedures; (3) were supervised by an attorney; (4)
performed tasks that are traditionally done by attorney; and (5) performed services that
were reasonable and necessary.

8. “Bear Creek agreed to compensate me for my work based on an hourly fee of $330, an
hourly fee not to exceed $250 per hour for our associate attorneys’ work on this suit,
and an hourly fee not to exceed $175 per hour for our paralegal’s services.

9. “The rates are our normal hourly billing rates charged for services to non-regulated
entities and are equivalent to or less than fees customarily charged in this area for the
same or similar services of a firm with The Carlton Law Firm, P.L.L.C.’s experience,
reputation and ability. The rates are comparable to the hourly rates charged by other
professionals for similar services provided to other Texas utilities.

10. “The attorneys, paralegals, and legal assistants to date have spent 904.5 hours
(1) investigating claims; (2) drafting pleadings, questions, and responses; (3) attending
hearings; and (4) taking other necessary actions to perform the legal services properly.
A description of the invoices billed to Bear Creek in this case is attached as Exhibit A.

11. “Based on the type of controversy, the time limitations imposed, the results obtained,
and the nature and length of the Firm’s relationship with Bear Creek, the fees are

reasonable and necessary for the services performed.

Supplemental Affidavit of John Carlton
Responsive to Staff RFIs 7-3 and 7-26 BCSUD002512
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12. "The attorney fees charged in this case were necessary, reasonable, and incurred in the
prosecution of this suit.

13. “The fees charged in this case arc customarily charged in this area for the same or
similar services for an attorney with my experience, reputation, and ability, considering

the type of controversy, the time limitations imposed. and the results obtained.”

FURTHER, AFFIANT SAYETH NOT.

o

/ —
John Carltoft, Managing Member,
The Carlton Law Firm, P.L.L.C.. Representing

Bear Creck Special Utility District

SWORN TO AND SUBSCRIBED before me by John Carlton on this 21 day of January

2021.
i NO 2 and for th f Texas

Notary Piblic in

¥ State'of Te

s it o xas
NI Cornm Exp, 05-03-2021
.f/”””-//‘/‘/‘.//‘.///‘/”.//”é

Supplemental Affidavit of John Carlton
Responsive to Staff RFIs 7-3 and 7-26 BCSUD002513
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BEAR CREEK SPECIAL UTILITY DISTRICT

DESCRIPTION OF THE CARLTON LAW FIRM, P.L.L.C. INVOICES

SOAH DOCKET NO. 473-19-5674.WS

PUC DOCKET NO. 49351

Category Desc

Name

Invoice Amount

Adjustment

Amount Requested

Hours Billed

Invoice Date

Invoice #

Bates Labeled as

Legal

Legal

The Carlton Law Firm, P.L.L.C.

$

1,245.50

1,245.50

6.2

4/4/2019

4627

BCSUD001833-
BCSUD001834

Legal

Legal

Legal

Legal

The Carlton Law Firm, P.LLC.

The Cariton Law Firm, P.L.L.C.

5,813.24

9,866.39

5,813.24

9,866.39

28.7

50.3

~ 5/8/2019

6/7/2019

4716

4749

BCSUD001835-
BCSUD001838;
BCSUDO01975-
BCSUD001977

BCSUD001839-
BCSUD001842;
BCSUDO01978-
BCSUDO01984

Legal

Legal

The Carlton Law Firm, P.L.L.C.

4,706.92

4,706.92

23.9

7/9/2019

4839

BCSUD001843-
BCSUDO001846;
BCSUD001985-
BCSUD001986

Legal

Legal

The Carlton Law Firm, P.L.L.C.

9,300.74

9,300.74

49.5

8/8/2019

4890

BCSUD001847-
BCSUD001851;
BCSUD001987-
BCSUD001992

Legal

Legal

The Carlton Law Firm, P.L.L.C.

9,037.75

(13.48)

9,024.27

32.8

9/9/2019

4966

BCSUD001852-
BCSUDO01855;
BCSUD001993-
BCSUD002001

Legal

Legal

The Carlton Law Firm, P.L.L.C.

7,461.50

7,461.50

7.6

10/3/2019

5051

BCSUDO001856-
BCSUD0O01859

Legal

Legal

The Carlton Law Firm, P.L.L.C.

1,109.23

1,109.23

4.5

11/6/2019

5122

BCSUD001860-
BCSUD001861;
BCSUD002002

Legal

Legal

The Carlton Law Firm, P.L.L.C.

118.50

118.50

0.5

12/5/2019

5187

BCSUD001862-
BCSUD001863

Legal

Legal

The Carlton Law Firm, P.L.L.C.

709.50

709.50

24

1/6/2020

5242

BCSUD001864-
BCSUD001865

Legal

Legal

The Carlton Law Firm, P.L.L.C.

5,016.00

5,016.00

18.3

2/6/2020

5287

BCSUD001866-~
BCSUD001868
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Category Desc Name Invoice Amount Adjustment Amount Requested Hours Billed Invoice Date Invoice# Bates Labeled as

BCSUD001869-
BCSUD001871;
BCSUD002003-
Legal Legal The Carlton Law Firm, P.L.L.C. S 2,207.71 | $ (40.66)| $ 2,167.05 6.2 3/6/2020 5347 BCSUD002011

BCSUDO001872-
BCSUD001874,
BCSUD002012-
Legal Legal The Carlton Law Firm, P.L.L.C. S 4,447.47 | S - S 4,447.47 16.3 4/6/2020 5458 BCSUD002015

BCSUDO001875-
Legal Legal The Carlton Law Firm, P.L.L.C. S 1,209.50 | $ - S 1,209.50 3.9 5/11/2020 5474 BCSUDO01876

BCSUDO001877-
Legal Legal The Carlton Law Firm, P.L.L.C. S 4,27850 | $ - S 4,278.50 14.3 6/5/2020 5531 BCSUD0O01878

BCSUDO01879-
Legal Legal The Carlton Law Firm, P.L.L C. S 4,195.25 | $ - S 4,195.25 17 7/7/2020 5574 BCSUD001881

BCSUD001882-
Legal Legal The Carlton Law Firm, P.L.L.C. $ 21,826.00 | § - S 21,826.00 90.1 8/10/2020 5635 BCSUD001886

BCSUD001887-
BCSUDO001890;
BCSUD002016-
Legal Legal The Carlton Law Firm, P.L.L.C. S 12,346.50 | S - S 12,346.50 61.5 9/8/2020 5705 8CSUD002021

BCSUDO01891-
Legal Legal The Carlton Law Firm, P.L.L.C. S 11,641.00 | $ - S 11,641.00 48.3 10/6/2020 5772 BCSUD001894

BCSUD002030-
Legal Legal The Carlton Law Firm, P.L.L.C. S 18,929.05 | $ - S 18,929.05 84.8 11/9/2020 5846 BCSUDO002036

BCSUDO002444-
Legal Legal The Carlton Law Firm, P.L.L.C. S 26,376.40 | § - S 26,376.40 106.2 12/7/2020 5948 BCSUD002449

BCSUDO002462-
Legal Legal The Carlton Law Firm, P.L.L.C. S 26,644.80 26,644.80 1134 1/7/2021 6032 8CSUD002467

s
Legal Legal The Carlton Law Firm, P.L.L.C. 28,797.00 | $§ - S 28,797.00 117.8 1/21/2021 6036
217,284.45 (54.14) S 217,230.31 904.5

wn|n
wr

BCSUD002516
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APPLICATION OF THE CITY OF
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EXHIBIT
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DIRECT TESTIMONY OF
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SOAH Docket No. 473-19-49189. WS
P.U.C. Docket No. 49189 Page 2

1. PURPOSE AND SCOPE OF TESTIMONY

What is the purpose of your testimony in this proceeding?

A, The purpose of my testimony is to address the following issues from the Commission’s

Preliminary Order issued August 8. 2019 in this case (as numbered therein) for the City of

Austin d/b/a Austin Water (Austin Water):

1. Is the City’s proposed cash-needs method with the additional debt-service
coverage methodology appropriate ta determine just and reasonable rates in this
docket? I not, what is the appropriatc methodology to determine just and
reasonable rates in this proceeding?

3. Does the City's proposed revenue requirement in this docket include any category
of cost that in Docket No. 42857 the Commission disallowed because it was not
a reasonable and necessary cost of providing water and wastewater services to
the districts?

a.

If s0, what are those categories?

5. What is the City’s cost of debt, if any?
a. What series or issues of bonds of the City are outstanding?

b.

b

For cach series or issues of outstanding bonds. what is the annual servicing
cost?

. What deblt service coverage, if any. is required for each series or issues of

outstanding bonds?

For each series or issues of outstanding bonds. has revenue trom water or
wastewater service been pledged?

For each series or issues of outstanding bonds. what contract or contracts
have been pledged as security?

For cach such contract, who are the parties to the contract, and what rate.
formula, or methodology is specified in each such contract related to the
amount paid for water or wastewater service and the amount pledged to the
bond?

14. What entities. if any, other than the districts. purchase wholesale water or
wastlewater services from the City?
b. What is the gross amount of revenues, if any, received from such entities

by the City on an annual basis?
i. Is any of such revenue pledged to support any bonds issued by the
City? [f'so. how much is pledged and for which series or issues of
bonds?

Direct Testimony of Emily Sears
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SOAH Docket No. 473-19-49189.WS
P.U.C. Docket No. 49189 Page 3

17. Has the City’s water or sewer utility made any payments to other City
departments (e.g., general tfund transfers)?

[ will also recommend a debt service coverage ratio to include in determining the appropriate
revenue requirement.

Q. If you do not address an issue or position in your testimony, should that be interprected
as Staff supporting Austin Water's position on that issue?

A. No. The fact that [ do not address an issue in my testimony should not be construed as

agreeing, endorsing, or consenting to any position taken by Austin Water.

III. DEBT SERVICE COVERAGE
A. METHODOLOGY

Q. What is a debt-service-coverage methodology?
A debt-service-coverage (DSC) methodology acts as “return on invested capital™ that is
allowed as a component of the cost of service for investor-owned utilities (IOUs) in 16 [exas
Administrative Code (TAC) § 24.41(a).  For IOUs. the return on invested capital commonly
funds the utility’s interest on debt. and dividends paid on common equity stock, and can also
allow the utility to retain carnings. In the case of a municipally-owned utility (MO1J), DSC
commonly includes the amount needed to fund the principal and interest on outstanding debt
plus additional coverage that can be used by MOUs in a manner similar to the way [OUs use

equity (to retain earnings or “pay dividends” to the owner'). In other words, a MOU's DSC

1

Direct Testimony of Emily Sears November 15,2019
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SOAH Docket No. 473-19-49180. WS
P.U.C. Docket No. 49189 Page 4

ratio (DSCR) takes into account the amount of revenue a utility recovers through rates that
is over and above the allowablc operating expenses.

Is the DSC methodology recommended by the Commission for a MOU to use in a rate
case?

The Commission does not currently have a rate filing package for MOUs. or any other type
of non-I0UJ, to request a rate increase, as the Commission does not typically have original
jurisdiction over a MOU’s rates. The Commission rules also do not address whether 4 DSC
methodology is appropriate for a MOU. The Commission rule that provides limited
guidance is 16 TAC § 24.101(i), which states only that the Commission shall use a
methodology that preserves the financial integrity of the retail public utility. However. this
rule applies specifically to appeals brought under Texas Water Code (1WC) § 13.043. and
this proceeding is the result of an appeal brought under F'WC § 13.044.

Do you believe Austin Water’s proposed cash-needs methodology with the additional
debt-service-coverage methodology is appropriate to determine just and reasonable
rates in this docket?

As presented in the application, yes. Austin Water is requesting allowable expenses and
adding the debt service coverage.” | believe the methodology presented by Austin Water is
an appropriate approach for evaluating the utility’s financial integrity and determining just

and reasonable rates, and therefore. is a reasonable methodology 1o use in this case.

2 Direct Testimony of David A. Anders at 36 (Apr. 15, 2019) (Anders Direct). Al citations to the application and

direct testimony are to bates page numbers.

Direct Testimony of Emily Sears "~ November 15,2019
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R =R~

B. DEBT SERVICE
Please define debt service,
Debt service is the annual amount of principal and interest due on outstanding loans.
What is Austin Water’s current debt service?
According to the errata to the application filed October 4, 2019, Austin Water's total debt
service is $98,261,313° for water and $82.100,914% for wastewater.
Do you have any recommended adjustments to the debt service?
Yes. 1recommend reducing debt service by $11,924 for water and $5,110 for wastewater.®
This adjustment reduces debt service by the amount of additional interest expense caused by
Austin Water’s swap-related financing activities, which as I discuss later in my testimony
has been disallowed as a financing mechanism in previous cases by the Commission. This
disallowance covers the difference between the variable and fixed interest rates that Austin
Watcr had to pay in the test year as the result of its swap agreement. | have allocated the
$17,035 disallowance between water and wastewater based on the percentage split of actual
administrative costs of the swap between water and wastewater.®

| also recommend a reduction of $4,961,272 to the wastewater debt service due to Staff
witness Greg Charles’ recommendation to remove the Govalle Plant from the calculation of
net plant for the wastewater system. Mr. Charles’ recommendation reduces net plant by

6.04%. Because debt service is allocated based on total net plant, if total net plant is reduced

3 AW Water COS Model, tab 1 I'S Water, column K. line 151.

4 AW Wastewater COS Model, tab 1 FS Wastewater, column K, line 146.
3 Attachment ES-3.

¢ gs Workpapers 1-7, Attachment ES-3.
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P.U.C. Docket No. 49189 Page 6

for a disallowance, debt service should correspondingly be reduced for that disallowance.
Therefore, I recommend reducing debt service by the same 6.04%.”
What is your recommended debt service?

| recommend a debt service of $98.249.389 for water and $77.134,531 for sewer.!

C. AUSTIN WATER CREDIT RATINGS

What is Austin Water's current credit rating?

Austin Water has a credit rating of AA- by Fitch Ratings (Fitch), Aa2 by Moody's Investors
Service (Moody's), and AA by Standard & Poor’s Financial Services (S&1).

What are the key factors reflected in Fitch’s AA- rating for Austin Water?

Fitch states that the key rating drivers are Austin Water’s sizeable service territory, including
the city of Austin. along with its growing customer base, Austin’s low uncraployment and
above-average wealth levels. Additionally, Fitch cites Austin Water's history of enacting
rate increases as necded; rate restructuring to increase fixed charges: substantial increases of
capital recovery fees on new development: Austin Water’s healthy financial margins
(including Fitch’s calculation of an all-in 1.84x DSCR and 181 days of cash on hand): Austin
Water’s sufficient water supply and treatment capacity: and effective management of its
capital needs. Finally, Fitch’s rating takes into account Austin Water's high debt levels for

the rating category. Fitch also does not see the possibility of additional improvement in

7 Attachment ES-4,
8 1d

o Application of the City of Austin dba Austin Water for Authority 1o Change Rates, Schedule 11-C-10 Rating
Agcency Reports/Prospectus at 691 (Apr. 15, 2019) (Application).

Direct Testimony of Emily Sears November 15,2019
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financial margins given the expectation of limited or no rate increases over the next five

years.'?

Q. What are Fitch’s comments regarding debt service coverage?

Fitch calculated an all-in debt service coverage for Fiscal Year (FY) 2016 of 1.84x. up from
1.45x in FY 2015 and 1.25x in FY 2014. Fitch’s coverage levels include the capital
recovery fee revenue that doubled to $22 million in FY 2017 from $14 million in FY 2014,
The revenue is being used by Austin Water 1o defcase outstanding debt in future years. '

Q. What are Fitch’s comments regarding a long-term credit rating?

A. Fitch states that rating stability over the two ycars following the 2017 refunding bond
issuance would be determined by Austin Water’s ability to achicve and sustain financial
margins and liquidity in line with FY 2016.12

Q. What are the key factors reflected in Moody’s Aa2 rating for Austin Water?

A. Moody’s 2017 rating reflects strong system characteristics, improving (as of 2017) financial
metrics bolstered by recent rate increases, and strong rate management and capital
planning.”® The rating also takes into consideration a manageable debt profile and adequate
legal provisions for the bonds. with the lack of an established debt service reserve. '
Moody’s lists credit strengths as a strong service area and expanding customer base. a history

of regular rate increases that has afforded solid debt service coverage levels and improving

10 14, at 692.
1 14 at 694.
12 14, at 692.
13 1d. at 700.
Lz

Direct Testimony of Emily Sears November 15. 2019
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days cash on hand.”®

Moody’s 2018 rating reflects similar factors as the 2017 rating. but also includes an
above average debt profile.'®
Q. What are Moody’s comments regarding DSC?
Moody’s calculates Austin Water’s DSCR at 1.87x.  Moody’s also lists the FY 2014 DSCR
at 1.21x, and FY 2015 DSCR at 1.42x. Moody’s estimated that FY 2017 would produce a
solid 1.74x DSCR.Y
In Moody's 2018 rating, it estimated a FY 2018 DSCR ol 1.83x and put FY 2017 at an
actual DSCR of 1.61x.'®
Q. What are Moody’s comments regarding a long-term credit rating?
Moody's expects that sound coverage will continue, supported by regular rate increases and
manageable future borrowing plans. This also incorporates Moody's expectation that
Austin Water will prudently maintain its infrastructure and water supply.'”
Q. What factors are reflected in S&P’s AA ratiog for Austin Water?
A. S&P states that its ratings reflect its opinion of the system’s general creditworthiness,
including its extremely strong enterprise risk profile and its very strong financial risk

20

rofile.”’ This includes the service area, which has among the strongest and most diverse
g

!

economies in the state and is stabilized by a number of public institutions.?' Other factors

13 1d at 701.
1614, at 709.
17 14 at 703.
"% 14 at 710,
19 1d. at 701.
2 14 at 716.
2 g4

Direct Testimony of Emily Sears " November 15,2019
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are its water supply agreement and continued willingness to review and édjust rates. even as
some of the previous commitments have made the nominal cost of the monthly residential
bill above-average versus peer systems.??

What are S&P’s comments regarding debt service coverage?

S&P calculated Austin Water's all-in DSC for FY 2016 at 1.55x. and average 1.29x over the
past threc ycars. S&P’s all-in coverage treats fixed charges (if applicable) as if they
hypothetically were debt, and S&P treats transfers as if they were operating expenses.  S&P
states that it believes management’s forecast of an all-in DSCR of 1.5x to 1.6x through 2022
to be attainable.?*

What are S&P’s comments regarding a long-term credit rating?

S&P states that it recognizes management’s commitment to improving Austin Water’s
financial risk profile and maintaining it at its current levels but believes that the
improvements will be gradual. S&P does not expect to change the rating over the next two
years (as of 2017).%

Is having the highest possible credit rating a desirable objective in terms of minimizing
costs to ratepayers?

No. While having a healthy credit rating is essential for maintaining financial strength and
ensuring access to capital markets on reasonable terms, a utility that charges ever-higher
rates solely for the purpose of increasing its margins and improving its credit rating will at

some point end up imposing costs on its ratepayers that are higher than necessary.

2 Id.
23 14 at 8.
2 1d at 719,
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Q.

Please explain how ratepayers could actually pay higher rates to a utility with a higher
credit rating, given that higher credit ratings are generally expected to result in lower
financing costs for bonds.

At least two reasons can explain why this happens.  First, the amount of additional revenues
a utility must recover through rates in order to be granted a given credit rating may be more
than the amount of financing savings associated with reaching that credit rating. In other
words, the savings to customers resulting from a low intercst rate on bonds may not make up
for the higher rates charged by the utility to achieve the credit rating that allowed for the low
interest rate.

Second, when paying water rates that have increased solely as a result of the utility’s
pursuit of higher credit ratings, ratepayers incur “opportunity costs” due to the reduced
amount of funds available to them for other purposes. For example. the more a customer
spends on water. the less they will be able to pay down high interest costs on their credit card
bill. While these kinds of opportunity costs may not be directly observable, they arc still
real, and if ratepayers are deprived of the ability to pay certain high-cost bills because they
are being charged an inordinately high water rate, the overall net cffect is a greater economic
burden on the ratepayer.

Does empirical evidence support the notion that striving to achieve the highest possible
credit rating is appropriate because it will be beneficial to ratepayers, given that it
reduces the revenue requirement to pay debt service?

No, and in fact. I would say that empirical evidence suggests just the opposite. If striving

for the highest possible credit rating were an economically optimal policy (one that would
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benefit both utilities and their ratepayers), one would see many— or possibly even all
utilities possessing the highest possible rating. Given that we do not observe such a
situation, one can reasonably conclude that such a policy is not an optimal economic

objective.

D. DEBT SERVICE COVERAGE AND RATIO

Q. Please define debt service coverage.
Debt service coverage is a ratio of annual funds available to cover annual debt service divided
by the annual debt service requirement (principal and interest).

Q. What are the specific debt service coverages required by Austin Water’s bond
ordinance?

A. City Ordinance No. 0006008-56A, sets a rate covenant that requires the City to set rates and

charges that produce a 1.25x DSCR.#

What is Austin Water’s requested DSCR?

Austin Water is requesting a DSCR of 1.85x.%¢

What is your recommended DSCR for Austin Water?

I recommend a DSCR of 1.50x, which equates to a 1.75x DSCR as calculated by Fitch.

How did you calculate the 1.75x DSCR?

- R -~

As stated previously in my testimony. Fitch includes the capital recovery fee in what is

available for debt service to calculate the DSCR. The capital recovery fee may only be used

2 s Warkpaper 8.
26 Anders Direct at 38.
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to pay direct costs or the principal and interest on bonds issued for constructing Eépital
improvements or facility expansions.?” In order to calculate the DSCR as Fitch does, | started
with Austin Water's “AW Water COS Model Docket 49189.7*% | then added the capital
recovery fee?® of $24.800,000 to the total revenues and let it flow through Austin Water's
model. The result of adding the capital recovery fee is a 2.10x DSCR. when starting with
Austin Water’s 1.85x coverage request. 1 then started with Austin Water’s model again.
without any changes. and reduced revenues by $34.391,460 to achieve Stafi™s recommended
1.50x DSCR. To calculate the $34,391,460 reduction. | took Austin Water's debt service
of $98.261.313 and multiplied it by 1.5 which resulted in $147,391.970 Net Available for
Debt Service. [ then calculated the difference between Austin Water and Staff’s Net
Available for Debt Service to be $34,391,460 ($181.783.430 - §147.391,970). After
reducing revenues by the difference, ] added the capital recovery fee to the total reveaues.
which resulted in a 1.75x DSCR.%

I applied the same method to wastewater, which resulted in a DSCR of 1.96x when
starting with Austin Water’s 1.85x coverage request and adding the capital recovery fee.
Starting with Staff’s recommended 1.50x coverage rcsults in a DSCR of 1.61x for
wastewater.”’

What is the basis for your recommendation?

A DSCR of 1.5x is in line with the City ot Austin’s financial policy. it exceeds the 1.25x

27 Direct Testimony of Joseph H. Gonzales at 101 (Apr. 135, 2019) (Gonzales Direct).
28 Application, AW Water COS Model Docket 49189, Tab 1.FS Water, Table 1-4.
2 Id. at Line 86 “I'RF CRF to Debt Defeasance.”

30 Attachment ES-5.

31 Attachment ES-6.
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covenant requirements, it balances the interests of both Austin Water and the ratepayers. and
it takes into consideration Austin Water’s ability to use the capital rccovery {ee from
developers to defease debi.

Please discuss how a 1.50x DSCR balances the interests of both Austin Water and the
ratepayers.

A DSCR of 1.50x balances the interests of both Austin Water and the ratepayers by allowing
Austin Water the ability to maintain its credit rating (as the all-in coverage is 1.75x for water
and 1.61x for wastewater) while keeping water bills reasonable. As stated above, Austin
Water’s bill is above average versus its pecrs.

What is debt defeasance?

Debt deteasance, in its simplcst form, is when a company sets aside the amount of cash
needed to completely pay off a debt issuance early. Because a company can incur certain
penalties for paying off debt early, the company sets aside the cash in advance and then uses
it to pay the debt as il comes due. Using cash to offset debt in this manner allows the
company to take the debt and the associated cash off its books for accounting purposes.
How does your recommendation take debt defeasance into account?

Debt defeasance reduces the total amount of debt on the books of Austin Water. which
reduces the debt service requirement in dollars. If thc debt service requirement decreases,
and the amount of revenues collected through rates for “net available for debt service”
remains the same, the DSCR will increase. (iven Austin Water’s plans for future capital
projects. if more debt is issued, it is possible to maintain the DSCR with continued debt

defeasance. Also, reducing total debt is a credit positive.
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Q.

If the capital recovery fee is charged only to developers, and not to the ratepayers, why
are you taking it into consideration for the DSCR?

While the ratepayers are not charged the capital recovery fee, the credit rating agencies
include the revenues from this fee to determine the DSCR. [f I did not include these
revenues in my analysis, my recommendation would allow Austin Water to collect more than
the recommended amount of debt service coverage. For example. if | recommended a 1.85x
DSCR, the rating agencies, after taking into account the effects of the capital recovery fee,
would vicw Austin Water as having a 2.10x DSCR. Because my recommendation partly
takes into account how credit rating agencics will calculate and view Austin Water's DSCR
in its ratings, | took the capital recovery fee revenues into account.

Using your recommended debt service requirements, what is the additional coverage
(the 0.50 of the 1.50x) in dollars?

Using my recommended debt service, my coverage amounts in dollars equal $49.124.694
for water and $38,567,266 for wastewater.>

What are your recommended total amounts for debt service plus coverage in dollars?

The debt service plus coverage for water equals $147.374.084 and for wastewatcr equals

$115,701,797.3°

32 At
33 Id

tachment ES-7.
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Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION OR THE
STATE OFFICE OF ADMINISTRATIVE HEARINGS (SOAH)?
A. Yes. Attachment ES-2 provides a summary of the cases in which I have testified or

submitted testimony.

II.  PURPOSE AND SCOPE OF TESTIMONY
Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
The purpose of my testimony is to present a recommendation on the financial and managerial
capability of Wolfe Airpark Civic Club, Inc. (Wolfe Airpark) to obtain a certificate of

convenience and necessity (CCN).

Q. WHAT IS THE SCOPE OF YOUR REVIEW?
I reviewed the application, a request for hearing, testimony from Wolfe Airpark, replies to
requests for information from all parties, and the applicable laws in the Texas Water Code
and the Tex. Admin. Code. These recommendations pertain to the following issues, in part,
from the Commission’s preliminary order for this case:
4. Does Wolfe Airpark possess the financial, managerial, and technical capability to
provide continuous and adequate water service? TWC § 13.241(a) and 16 TAC §
24.102(a).
9. (f) Is Wolfe Airpark financially able to pay for the facilities necessary to provide
continuous and adequate water service? TWC § 13.246(c)(6) and 16 TAC §

24.102(d)(6).
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I11.

9. () Is Wolfe Airpark financially stable including, if applicable, its debt-to-equity ratio?
TWC § 13.246(c)(6) and 16 TAC § 24.102(d)(6).

10. Should the Commission require Wolfe Airpark, pursuant to TWC § 13.246(d) and 16
TAC § 24.102(e), to provide a bond or other financial assurance to ensure that

continuous and adequate water service is provided?

APPLICATION
WHAT IS WOLFE AIRPARK REQUESTING THROUGH ITS APPLICATION?

Wolfe Airpark is requesting to obtain a CCN. The total service area being requested

includes approximately 99 acres and 42 current customers.

IV. FINANCIAL AND MANAGERIAL CAPABILITY

Q. WHAT REQUIREMENTS DOES WOLFE AIRPARK NEED TO MEET IN ORDER
TO DETERMINE THAT IT HAS THE FINANCIAL AND MANAGERIAL
CAPABILITIES TO PROVIDE CONTINUOUS AND ADEQUATE SERVICE?

A. 16 TAC § 24.11(e) establishes criteria to demonstrate that an owner or operator of a retail
public utility has the financial resources to operate and manage the utility and to provide
continuous and adequate service to the current and proposed utility service area.

Q. WHAT CRITERIA IS SET FORTH IN 16 TAC § 24.11(e)?
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A. 16 TAC § 24.11(e) states that an owner or operator may demonstrate financial assurance by
satisfying a financial test including the leverage and operations tests that conform to the

rcquirements of this section.

Q. WHAT IS THE LEVERAGE TEST?

A. The leverage test states that the owner or operator must meet one or more of the following

criteria: (A) a debt to equity ratio of less than one; (B) a debt service coverage ratio of more
than 1.25; (C) sufficient unrestricted cash available as a cushion for two years of debt service;
(D) an investment-grade credit rating from Standard & Poor’s Financial Services, LLC,
Moody’s Investors Service, or Fitch Ratings, Inc.; or (E) an affiliated interest is capable,

available, and willing to cover temporary cash shortages.

Q. DOES WOLFE AIRPARK MEET THE LEVERAGE TEST?
A.  Yes. Wolfe Airpark meets criterion (A) as listed above. Wolfe Airpark has no debt, and

therefore, has a debt to equity ratio of zero.

Q. WHAT IS THE OPERATIONS TEST?
The operations test states that the owner or operator must demonstrate sufficient cash is
available to cover any projected operations and maintenance shortages in the first five years

of operations.
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Q.

A.

DOES WOLFE AIRPARK MEET THE OPERATIONS TEST?

Yes. Wolfe Airpark has no projected losses. Also, the system was built and has been

operating since 1986, and Wolfe Airpark does not anticipate a change in costs due to growth,

and anticipates there will be no change to the physical facilities due to growth.

ARE THERE ANY FACILITIES NECESSARY TO PROVIDE CONTINUOUS AND

ADEQUATE WATER SERVICE?

As Wolfe Airpark is a pre-existing system, Staff believes there are no additional facilities

necessary to provide continuous and adequate water service.

IN YOUR OPINION, SHOULD THE COMMISSION REQUIRE WOLFE
AIRPARK, PURSUANT TO TWC § 13.246(d) AND 16 TAC § 24.102(¢), TO
PROVIDE A BOND OR OTHER FINANCIAL ASSURANCE TO ENSURE THAT

CONTINUOUS AND ADEQUATE WATER SERVICE IS PROVIDED?

No, Staff does not recommend that the Commission require Wolfe Airpark to provide a
bond or other financial assurance. Wolfe Airpark has met the financial tests listed in 16
TAC § 24.11(¢e). Wolfe Airpark is already providing water service with a pre-existing
water system and no improvements are required that would necessitate investment by
Wolfe Airpark. Furthermore, as described in Ms. Jolie Mathis’ testimony, Staff
recommends that Wolfe Airpark submit a rate case in 18 months to the Commission in

order to reconcile the rates to the actual costs incurred by Wolfe Airpark, and to adjust
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