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Application to Obtain or Amend a Water or Sewer
Certificate of Convenience and Necessity (CCN)

Pursuant to 16 Texas Administrative Code (TAC) Chapter 24, Substantive Rules Applicable to Water and Sewer
Service Providers, Subchapter G: Certificates of Convenience and Necessity

CCN Application Instructions

I. COMPLETE: In order for the Commission to find the application sufficient for filing, you should be adhere to the following:

i. Answer every question and submit all required attachments.

ii. Use attachments or additional pages if needed to answer any question. If you use attachments or additional pages, reference
their inclusion in the form.

iii. Provide all mapping information as detailed in Part F: Mapping & Affidavits.

iv. Provide any other necessary approvals from the Texas Commission on Environmental Quality (TCEQ), or evidence that a
request for approval is being sought at the time of filing with the Commission.

II. FILE: Seven (7) copies of the completed application with numbered attachments. One copy should be filed with no permanent binding,
staples, tabs, or separators; and 7 copies of the portable electronic storage medium containing the digital mapping data.

SEND TO: Public Utility Commission of Texas, Attention: Filing Clerk, 1701 N. Congress Avenue, P.O. Box 13326, Austin, Texas

78711-3326 (NOTE: Electronic documents may be sent in advance of the paper copy: however, they will not be processed and added to
the Commission’s on-line Interchange until the paper copy is received and file-stamped in Central Records).

III. The application will be assigned a docket number, and an administrative law judge (ALJ) will issue an order requiring Commission Staff
to file a recommendation on whether the application is sufficient. The ALJ will issue an order after Staff’s recommendation has been
filed:

i. DEFICIENT (Administratively Incomplete): Applicant will be ordered to provide information to cure the deficiencies by a
certain date (usually 30 days from ALJ’s order). Application is not accepted for filing.

ii. SUFFICIENT (Administratively Complete): Applicant will be ordered by the ALJ to give appropriate notice of the application
using the notice prepared by Commission Staff. Application is accepted for filing.

IV. Once the Applicant issues notice, a copy of the actual notice sent (including any map) and an affidavit attesting to notice should be filed
in the docket assigned to the application. Recipients of notice may choose to take one of the following actions:

i. HEARING ON THE MERITS: an affected party may request a hearing on the application. The request must bsmade within
30 days of notice. If this occurs, the application may be referred to the State Office of Administrative Heanngs (SOAH) to
complete this request. =" 70

ii. LANDOWNER OPT-QUT: A landowner owning a qualifying tract of land (25+ acres) may request to havc theifdand removcd
from the requested area. The Appllcant will be requested to amend its application and file new mapping g‘nfonna'tr'sn to tgq'nove
the landowner’s tract of land, in conformity with this request.

=
V. PROCEDURAL SCHEDULE: Following the issuance of notice and the filing of proof of notice in step 4, the appliéﬁtlon;wﬂl be
granted a procedural schedule for final processing. During this time the Applicant must respond to hearing requestsJ land(mmer(opt -out

requests, and requests for information (RFI). The Applicant will be requested to provide written consent to (txb pmosed maps,

certificates, and tariff (if applicable) once all other requests have been resolved. < w
o o
VI. FINAL RECOMMENDATION: After receiving all required documents from the Applicant, Staff will file a recommendation on the
CCN request. The ALJ will issue a final order after Staff’s recommendation is filed.

FAQ:

Who can use this form?
Any retail public utility that provides or intends to provide retail water or wastewater utility service in Texas.
Who is required to use this form?

A retail public utility that is an investor owned utility (IOU) or a water supply corporation (WSC) must use this form to obtain or amend a
CCN prior to providing retail water or sewer utility service in the requested area.
What is the purpose of the application?

A CCN Applicant is required to demonstrate financial, managerial, and technical (FMT) capability to provide continuous and adequate
service to any requested area. The questions in the application are structured to support an Applicant’s FMT capabilities, consistent with the
regulatory requirements.

» L}
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Application Summary

Applicant: Clty of Schertz

CCN No. to be amended: 10645

or E Obtain NEW CCN Water Sewer

County(ies) affected by this application: Guadalupe

Dual CCN requested with: N/A

(name of retail public utility)

CCN No.: N/A D Portion or D All of requested area

Decertification of CCN for: N/A
(name of retail public utili
CCN No.: N/A D Portion or All of requested area
Table of Contents
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Appendix A: Historical Financial Information (Balance Sheet and Income Schedule)....
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Please mark the items included in this filing

Partnership Agreement

Articles of Incorporation and By-Laws (WSC)
Certificate of Account Status

-anchise, Permit, or Consent letter

isting Infrastructure Map

Customer Requests For Service in requested area
Population Growth Report or Market Study
TCEQ Engineering Approvals

Requests & Responses For Service to %4 mile utility providers
Economic Feasibility (alternative provider) Statement
Alternative Provider Analysis

nforcement Action Correspondence

CEQ Compliance Correspondence

Purchased Water Supply or Treatment Agreement
Rate Study (new market entrant)

ariff/Rate Schedule

Financial Audit

Application Attachment A & B

Capital Improvement Plan

Disclosure of Affiliated Interests

Detailed (large scale) Map

General Location (small scale) Map

igital Mapping Data

Signed & Notarized Affidavit

Part A: Question 4
Part A: Question 4
Part A: Question 4
Part B: Question 7
Part B: Question §
Part B: Question 9
Part B: Question 10
Part B: Question 11
Part B: Question 12.B
Part B: Question 12.C
Part B: Question 12.D
Part C: Question 16
Part D: Question 20
Part D: Question 23
Part E: Question 28
Part E: Question 29
Part E: Question 30
Part E: Question 30
Part E: Question 30
Part E: Question 31
Part F: Question 32
Part F: Question 32
Part F: Question 32
Page 12
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Part A: Applicant Information

A Name: City of Schertz

(individual, corporation, or other legal entity)

[ ] mdividwal [ Corporation [Jwsc other: Municipality

B. Mailing Address: 10 Commercial Place Bldg #2
Schertz, Texas 78154
Phone No.. (210) 619-1800 Email: jhOOks@schertz.com

C. Contact Person. Please provide information about the person to be contacted regarding this application. Indicate if this
person is the owner, operator, engineer, attorney, accountant, or other title.

Name: James A. Hooks Tiflg: WMo Harer
Mailing Address: 10 Commercial Place Bldg #2
Phone No.: (210) 619-1800 Emai: jnooks@schertz.com

If the Applicant is someone other than a municipality, is the Applicant currently paid in full on the Regulatory Assessment
Fees (RAF) remitted to the TCEQ?

[JYes [ ]No N/A

If the Applicant is an Investor Owned Utility (IOU), is the Applicant current on Annual Report filings with the
Commission?

D Yes D No If no, please state the last date an Annual Report was filed:

The legal status of the Applicant is:
D Individual or sole proprietorship

D Partnership or limited partnership (attach Partnership agreement)

D Corporation: Charter number (recorded with the Texas Secretary of State):

Non-profit, member-owned, member controlled Cooperative Corporation [Article 1434(a) Water Supply or
Sewer Service Corporation, incorporated under TWC Chapter 67]
Charter number (as recorded with the Texas Secretary of State):
D Articles of Incorporation and By-Laws established (attach)

Municipally-owned utility

D District (MUD, SUD, WCID, FWSD, PUD, etc.)

D County

D Affected County (a county to which Subchapter B, Chapter 232, Local Government Code, applies)

D Other (please explain):

5.

If the Applicant operates under an assumed name (i.c., any d/b/a), provide the name below:

Name: Clty of Schertz
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Part B: Requested Area information

Provide details on the existing or expected land use in the requested area, including details on requested actions such as

dual certification or decertification of service area.

Tracts of land within the Schertz city limits in no ones CCN that needs to be served for a future
development. The City of Schertz requests these tracts of land be added to CCN # 10645.

The requested area (check all applicable):

D Currently receives service from the Applicant Is being developed with no current customers

D Overlaps or is within municipal boundaries D Overlaps or is within district boundaries

Municipality: C'ty of Schertz District:
Provide a copy of any franchise, permit, or consent granted by the city or district. If not available please explain:
N/A

8.  Describe the circumstances (economic, environmental, etc.) driving the need for service in the requested area:

Property is attempting to be developed and needs to be served with Water and Sewer as well as fire
protection within the development.

Has the Applicant received any requests for service within the requested area?

g Yes*

Is there existing or anticipated growth in the requested area?

& Yes*

A. Wil construction of any facilities be necessary to provide service to the requested area?

9.
D No * Attach copies of all applicable requests for service and show locations on a map

10. WO Studies
D No * Attach copies of any reports and market studies supporting growth

11.
D Yes* E No * Attach copies of TCEQ approval letters

B. Date Plans & Specifications or Discharge Permit App. submitted to TCEQ: '\/A. No construction of facilities needed
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C. Summarize an estimated timeline for construction for any required facilities to serve the requested area:

Water and Sewer is available adjacent to the property. Service connections will be required to
provide service. Once CCN is approved the City will install water and wastewater services to the
tract upon building permit.

D. Describe the source and availability of funds for any required facilities to serve the requested area:

Funding for the service lines to the property will be funded by the property owner or developer.

Note: Failure to provide applicable TCEQ construction or permit approvals, or
evidence showing that the construction or permit approval has been filed with the
TCEQ may result in the delay or possible dismissal of the application.

12. A. If construction of a physically separate water or sewer system is necessary, provide a list of all retail public water
and/or sewer utilities within one half mile from the outer boundary of the requested area below:

N/A, Water and Sewer mains are available adjacent to the tract, service lines will be required to
connect.

B. Did the Applicant request service from each of the above water or sewer utilities?
D Yes* No * Attach copies of written requests and copies of the written response

C. Attach a statement or provide documentation explaining why it is not economically feasible to obtain retail
service from the water or sewer retail public utilities listed above.

D. If a neighboring retail public utility agreed to provide service to the requested area, attach documentation
addressing the following information:

(A) A description of the type of service that the neighboring retail public utility is
willing to provide and comparison with service the applicant is proposing;

(B) An analysis of all necessary costs for constructing, operating, and maintaining the
new facilities for at least the first five years of operations, including such items as
taxes and insurance; and

(C) An analysis of all necessary costs for acquiring and continuing to receive service
from the neighboring retail public utility for at least the first five years of
operations.

13. Explain the effect of granting the CCN request on the Applicant, any retail public utility of the same kind serving in the
proximate area, and any landowners in the requested area. The statement should address, but is not limited to,
regionalization, compliance, and economic effects.
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The City of Schertz request to inciude these tracts of land in the Cities CCN. These tracts lie within
the City limits of Schertz and the City has the only utility lines adjacent to the properties. The City of
Schertz provides potable water and wastewater collection in this area. Cibolo Creek Municipal
Authority provides treatment of wastewater for the region.

Part C: CCN Obtain or Amend Criteria Considerations

14.

Describe the anticipated impact and changes in the quality of retail utility service for the requested area:

There will be no impact or change of quality of retail utility service.

15.

Describe the experience and qualifications of the Applicant in providing continuous and adequate retail service:

The City of Schertz operates a Superior Public Water system and has adequate pressure and
capacity to serve these tracts of land. The City has adequate certified professionals certified by
TCEQ to operate our Utility system.

16.

Has the Applicant been under an enforcement action by the Commission, TCEQ, Texas Department of Health (TDH),
the Office of the Attorney General (OAG), or the Environmental Protection Agency (EPA) in the past five (5) years for
non-compliance with rules, orders, or state statutes?

D Yes* & No

* Attach copies of any correspondence with the applicable regulatory agency concerning any enforcement actions,
and attach a description of any actions or efforts the Applicant has taken to comply with these requirements.

17.

Explain how the environmental integrity of the land will or will not be impacted or disrupted as a result of granting the
CCN as requested:

The sites will be developed using best management practices to ensure the development will not
impact the environment. Development standards will be followed in the development, to include
detention ponds, BMP's, and other systems designed to protect the environment.

18.

Has the Applicant made efforts to extend retail water or sewer utility service to any economically distressed area located
within the requested area?

N/A
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19. List all neighboring water or sewer retail public utilities, cities, districts (including ground water conservation districts),
counties, or other political subdivisions (including river authorities) providing the same service located within two (2)
miles from the outer boundary of the requested area:

City of Schertz #10645 (Water) City of Cibolo #11903  Green Valley SUD #10646
City of Schertz #20271 (Sewer)

City of Universal City #10674

Cibolo Creek Municipal Authority(Sewer Treatment)

Part D: TCEQ Public Water System or Sewer (Wastewater) Information

20. A. Complete the following for all Public Water Systems (PWS) associated with the Applicant’s CCN:

Date of TCEQ
TCEQ PWS ID: Name of PWS: inspection*: Subdivisions served:
0940003 City of Schertz 4/3/2019 All Subdivisions in City limits

*Attach evidence of compliance with TCEQ for each PWS
B. Complete the following for all TCEQ Water Quality (WQ) discharge permits associated with the Applicant’s CCN:

Date Permit | Date of TCEQ
TCEQ Discharge Permit No: expires: inspection*: Subdivisions served:
WQ-
WQ-
wQ-
WQ-

*Attach evidence of compliance with TCEQ for each Discharge Permit

C. Therequested CCN service area will be served via: PWS ID: 0940003
WQ -

21. List the number of existing connections for the PWS & Discharge Permit indicated above (Question 20. C.):

Water Sewer
Non-metered 85 2” 12,650 | Residential
14,168| 5/8” or 3/4" 18 3» 450 | Commercial
249 | 17 9 47 0 | Industrial
7 | 1%” 212 | Other 0 | Other
Total Water Connections: 14,748 Total Sewer Connections: |13,100

22. List the number of additional connections projected for the requested CCN area:

Water Sewer
Non-metered 2” Residential
5/8” or 3/4" 3” Commercial
1” 4” Industrial
115” Other Other
Total Water Connections: Uninown Total Sewer Connections: | Un Known
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23. A. Will the system serving the requested area purchase water or sewer treatment capacity from another source?
Yes* D No *Attach a copy of purchase agreement or contract.

Capacity is purchased from:

Water: Schertz-Seguin Local Government Corporation

Sewer: Cibolo Creek Municipal Authority

B. Are any of the Applicants PWS’s required to purchase water to meet the TCEQ’s minimum capacity requirements
or TCEQ’s drinking water standards?

D Yes No

C. What is the amount of supply or treatment purchased, per the agreement or contract? What is the percent of overall
demand supplied by purchased water or sewer treatment (if any)?

Amount in Gallons Percent of demand
Water: 100%
Sewer: 0%

24. Does the PWS or sewer treatment plant have adequate capacity to meet the current and projected demands in the
requested area?

Yes D No

25. List the name, class, and TCEQ license number of the operators that will be responsible for the operations of the water or
sewer utility service provided to the requested area:

Name (as it appears on license) Class License No. Water/Sewer
See attatched form

26. A. Areany improvements required for the existing PWS or sewer treatment plant to meet TCEQ or Commission
standards?

[:I Yes No

B. Provide details on each required major capital improvement necessary to correct deficiencies to meet the TCEQ
or Commission standards (attach any engineering reports or TCEQ approval letters):

Description of the Capital Improvement: Estimated Completion Date: | Estimated Cost:

27. Provide a map (or maps) showing all facilities for production, transmission, and distribution, and the location of existing
or proposed customer connections, in the requested area. Facilities should be identified on subdivision plats, engineering
planning maps, or other large scale maps. Color coding can be used, and is encouraged, to distinguish types of facilities.
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Part E: Financial Information

28.

If the Applicant seeking to obtain a CCN for the first time is an Investor Owned Utility (IOU) and under the original
rate jurisdiction of the Commission, a proposed tariff must be attached to the application. The proposed rates must be
supported by a rate study, which provides all calculations and assumptions made. Once a CCN is granted, the Applicant
must submit a rate filing package with the Commission within 18 months from the date service begins. The purpose of
this rate filing package is to revise a utility’s tariff to adjust the rates to a historic test year and to true up the new tariff
rates to the historic test year. It is the Applicant’s responsibility in any future rate proceeding to provide written evidence
and support for the original cost and installation date of all facilities used and useful for providing utility service. Any
dollar amount collected under the rates charged during the test year in excess of the revenue requirement established by
the Commission during the rate change proceeding shall be reflected as customer contributed capital going forward as

an offset to rate base for ratemaking purposes.

29.

If the Applicant is an existing IOU, please attach a copy of the current tariff and indicate:

A. Effective date for most recent rates: 1 0/ 1 / 201 8

B. Was notice of this increase provided to the Commission or a predecessor regulatory authority?

No D Yes Application or Docket Number:

C. Ifnotice was not provided to the Commission, please explain why ( ex: rates are under the jurisdiction of a
municipality)

Rates are under the jurisdiction of the Municipality.

If the Applicant is a Water Supply or Sewer Service Corporation {(WSC/SSC) and seeking to obtain a CCN,
attach a copy of the current tariff,

30.

Financial Information
Applicants must provide accounting information typically included within a balance sheet, income statement, and

statement of cash flows. If the Applicant is an existing retail public utility, this must include historical financial
information and projected financial information. However, projected financial information is only required if the
Applicant proposes new service connections and new investment in plant, or if requested by Commission Staff. If the
Applicant is a new market entrant and does not have its own historical balance sheet, income statement, and statement
of cash flows information, then the Applicant should establish a five-year projection.

Historical Financial Information may be shown by providing any combination of the following that includes necessary
information found in a balance sheet, income statement, and statement of cash flows:

1. Completed Appendix A;
2. Documentation that includes all of the information required in Appendix A in a concise format; or
3. Audited financial statements issued within 18 months of the application filing date. This may be provided

electronically by providing a uniform resource locator (URL) or a link to a website portal.
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Projected Financial Information may be shown by providing any of the following:

1. Completed Appendix B;

2. Documentation that includes all of the information required in Appendix B in a concise format;

3. A detailed budget or capital improvement plan, which indicates sources and uses of funds required, including
improvements to the system being transferred; or

4. A recent budget and capital improvements plan that includes information needed for analysis of the operations
test for the system being transferred and any operations combined with the system. This may be provided

electronically by providing a uniform resource locator (URL) or a link to a website portal.

31.  Attach a disclosure of any affiliated interest or affiliate. Include a description of the business relationship between all
affiliated interests and the Applicant.

DO NOT INCLUDE ATTACHMENTS A OR B IF LEFT BLANK

Part F;: Mapping & Affidavits

32. Provide the following mapping information with each of the seven (7) copies of the application:

1. A general location (small scale) map identifying the requested area in reference to the nearest county boundary,
city, or town. The Applicant should adhere to the following guidance:

i If the application includes an amendment for both water and sewer certificated service areas,
separate maps must be provided for each.

ii. A hand drawn map, graphic, or diagram of the requested area is not considered an acceptable
mapping document.

iti. To maintain the integrity of the scale and quality of the map, copies must be exact duplicates
of the original map. Therefore, copies of maps cannot be reduced or enlarged from the original
mabp, or in black and white if the original map is in color.

A detailed (large scale) map identifying the requested area in reference to verifiable man-made or natural

2. landmarks such as roads, rivers, and railroads. The Applicant should adhere to the following guidance:

i The map should be clearly labeled and the outer boundary of the requested area should be
marked in reference to the verifiable man-made or natural landmarks. These verifiable man-
made and/or natural landmarks must be labeled and marked on the map as well.

ii. If the application includes an amendment for both water and sewer certificated service area,
separate maps need to be provided for each.

fii. To maintain the integrity of the scale and quality of the map, copies must be exact duplicates
of the original map. Therefore, copies of maps cannot be reduced or enlarged from the original
map, or in black and white if the original map is in color.

3. One of the following identifying the requested area:

i, A metes and bounds survey sealed or embossed by either a licensed state land surveyor or a
registered professional land surveyor. Please refer to the mapping guidance in part 2 (above);
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ii. A recorded plat. If the plat does not provide sufficient detail, Staff may request additional
mapping information. Please refer to the mapping guidance in part 2 (above); or

iii. Digital mapping data in a shapefile (SHP) format georeferenced in either NAD 83 Texas State
Plane Coordinate System (US Feet) or in NAD 83 Texas Statewide Mapping System (Meters).
The digital mapping data shall include a single, continuous polygon record. The following
guidance should be adhered to:

a. The digital mapping data must correspond to the same requested area as shown on the
general location and detailed maps. The requested area must be clearly labeled as either
the water or sewer requested area.

b. A shapefile should include six files (.dbf, .shp, .shx, .sbx, .sbn, and the projection (.prj)
file).

¢. The digital mapping data shall be filed on a data disk (CD or USB drives), clearly
labeled, and filed with Central Records. Seven (7) copies of the digital mapping data is
also required.

Part G: Notite Information

The following information will be used to generate the proposed notice for the application.
DO NOT provide notice until the application is deemed sufficient for filing and the Applicant is ordered to provide notice.

33. Complete the following using verifiable man-made and/or natural landmarks such as roads, rivers, or railroads to describe
the requested area (to be stated in the notice documents). Measurements should be approximated from the outermost
boundary of the requested area:

The total acreage of the requested area is approximately: 118

Number of customer connections in the requested area: 0

The closest city or town: INSide the City of Schertz City limits

Approximate mileage to closest city or town center: 0

Direction to closest city or town: N/A

The requested area is generally bounded on the North by: Maske Road
on the East by: ©Oak Street

on the South by: YVindy Meadows Drive

on the West by: HWY FM 1518

34. A copy of the proposed map will be available at Schertz Public Works
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Applicant’s Oath

STATE OF Texas

COUNTY OF Guadalupe

I's Mark Browne being duly sworn, file this application to
obtain or amend a water or sewer CCN, as City Manager

(owner, member of partnership, title as officer of corporation, or authorized representative)
I attest that, in such capacity, I am qualified and authorized to file and verify such application, am personally familiar with
the documents filed with this application, and have complied with all the requirements contained in the application; and,
that all such statements made and matters set forth therein with respect to Applicant are true and correct. Statements about
other parties are made on information and belief. I further state that the application is made in good faith and that this
application does not duplicate any filing presently before the Commission.

I further represent that the application form has not been changed, altered, or amended from its original form.
1 further represent that the Applicant will provide continuous and adequate service to all customers and qualified applicants
within its certificated service area should its request to obtain or amend its CCN be granted.

Gg.ﬂ/\.@\/ww

 AFFIANT
(Utility’s Authorized Representative)

If the Affiant to this form is any person other than the sole owner, partner, officer of the Applicant, or its attorney, a properly
verified Power of Attorney must be enclosed.

SUBSCRIBED AND SWORN BEFORE ME, a Notary Public in and for the State of Texas
this day the % of 5i|g U . 20 |9
J

SARAH E. GONZALEZ ¢

Notary Public, State of Texas ¢
My Comm. Exp. 10-31-2020
ID No. 12671088-9

cﬁ’wwd/\ ¢. 60V

NOTARY PUBLIC IN AND FOR)THE
STATE OF TEXAS

NN e Sorpales.

My commission expires:
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Appendix A: Historical Financial Information (Balance Sheet and Income Schedule)

(Audited financial statements may be substituted for this schedule — see item 29 of the instructions)

HISTORICAL BALANCE SHEETS CURRENT(A)

A-1YEAR | A-2 YEAR
(ENTER DATE OF YEAR END ) = .

A-3 YEAR
> ) (= =

CURRENT ASSETS

Cash

A-4 YEAR
- )

A-5 YEAR

Accounts Receivable

Inventories

Other

A. Total Current Assets

FIXED ASSETS

Land

Collection/Distribution System

Buildings

Equipment

Other

Less: Accum. Depreciation or Reserves

B. Total Fixed Assets

C. TOTAL Assets (A +B)

CURRENT LIABILITIES

Accounts Payable

Notes Payable, Current

Accrued Expenses

Other

D. Total Current Liabilities

LONG TERM LIABILITIES

Notes Payable, Long-term

Other

E. Total Long Term Liabilities

F. TOTAL LIABILITIES (D +E)

OWNER'S EQUITY

Paid in Capital

Retained Equity

Other

Current Period Profit or Loss

G. TOTAL OWNER'S EQUITY

TOTAL LIABILITIES+EQUITY
F+G)=C

WORKING CAPITAL (A - D)

CURRENT RATIO (A /D)

DEBT TO EQUITY RATIO (E/G)

DO NOT INCLUDE ATTACHMENTS A OR B IF LEFT BLANK
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HISTORICAL NET INCOME INFORMATION

(ENTER DATE OF YEAR END )

CURRENT(A)
(==

METER NUMBER

Existing Number of Taps

A-1 YEAR
(5=

A-2 YEAR
(s =

A-3 YEAR
(==

A-4 YEAR

A-5 YEAR

New Taps Per Year

Total Meters at Year End

METER REVENUE

Revenue per Meter (use for projections)

ARSI MTNSNE

Expense per Meter (use for projections)

Operating Revenue Per Meter

GROSS WATER REVENUE

Revenues- Base Rate & Gallonage Fees

Other (Tap, reconnect, transfer fees, etc.)

Gross Income

EXPENSES

General & Administrative (see schedule)

Operating (see schedule)

Interest

Other (list)

NET INCOME
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HISTORICAL EXPENSE INFORMATION
(ENTER DATE OF YEAR END )

GENERAL/ADMINISTRATIVE
EXPENSES

Salaries & Benefits—Office/Management

CURRENT(A)
- )

A-1 YEAR
- .

A-2 YEAR

[ A-3 YEAR

A-4 YEAR
m

A-5 YEAR

Office
(services, rentals, supplies, electricity)

Contract Labor

Transportation

Insurance

Telephone

Utilities

Property Taxes

Professional Services/Fees (recurring)

Regulatory- other

Other (describe)

Interest

Other

Total General Admin. Expenses
(G&A)

% Increase Per Year

OPERATIONS & MAINTENANCE
EXPENSES

Salaries & Benefits (Employee,
Management)

0%

0%

0%

0%

0%

0%

Materials & Supplies

Utilities Expense-office

Contract Labor

Transportation Expense

Depreciation Expense

Other(describe)

Total Operational Expenses

(0&M)

Total Expense (Total G&A +
0&M)

Historical % Increase Per Year

ASSUMPTIONS

Interest Rate/Terms

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

Depreciation Schedule (attach)

Other assumptions/information (List all)
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Appendix B: Projected Information

HISTORICAL BALANCE SHEETS CURRENT(A) | A-1 YEAR A-2 YEAR A-3 YEAR A-4 YEAR A-5 YEAR
(ENTER DATE OF YEAR END ) - - ( - - - =) -« - ) ( =~ - - = )

CURRENT ASSETS

Cash
Accounts Receivable

Inventories

Income Tax Receivable

Other

A. Total Current Assets

FIXED ASSETS

Land
Collection/Distribution System
Buildings
Equipment
Other

Less: Accum. Depreciation or Reserves
B. Total Fixed Assets
C. TOTAL Assets (A +B)
CURRENT LIABILITIES
Accounts Payable
Notes Payable, Current
Accrued Expenses
Other
D. Total Current Liabilities
LONG TERM LIABILITIES
Notes Payable, Long-term
Other
E. Total Long Term Liabilities
F. TOTAL LIABILITIES (D + E)
OWNER'S EQUITY
Paid in Capital

Retained Equity
Other
Current Period Profit or Loss

G. TOTAL OWNER'S EQUITY
TOTAL LIABILITIES+EQUITY
(F+G)=C

WORKING CAPITAL (A - D)
CURRENT RATIO (A / D)

DEBT TO EQUITY RATIO (F/G)
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PROJECTED NET INCOME INFORMATION

CURRENT(A) A-1 YEAR A-2 YEAR A-3 YEAR A-4 YEAR A-5 YEAR
(ENTER DATE OF YEAR END ) (--) - 2w ) o N HE = o -
METER NUMBER
Existing Number of Taps
New Taps Per Year
Total Meters at Year End
METER REVENUE
Revenue per Meter (use for projections)
Expense per Meter (use for projections)
Operating Revenue Per Meter
GROSS WATER REVENUE
Revenues- Base Rate & Gallonage Fees
Other (Tap, reconnect, transfer fees, etc.)
Gross Income
EXPENSES
General & Administrative (see schedule)
Operating (see schedule)
Interest
Other (list)
NET INCOME
PROJECTED EXPENSE DETAIL ] YEAR 1 | YEAR2 | YEAR3 YEAR 4 | YEARS | TOTALS
GENERAL/ADMINISTRATIVE EXPENSES
Salaries
Office
Computer
Auto
Insurance
Telephone
Utilities
Depreciation
Property Taxes
Professional Fees
Other
Total
% Increase Per projected Year 0% 0% 0% 0% 0% 0%
OPERATIONAL EXPENSES
Salaries
Auto
Utilities
Depreciation
Repair & Maintenance
Supplies
Other
Total
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PROJECTED SOURCES AND USES OF
CASH STATEMENTS

SOURCES OF CASH

Net Income

YEAR 1

YEAR 2

YEAR 3

YEAR 4

YEAR 5

TOTALS

Depreciation (If funded by revenues of system)

Loan Proceeds

Other
Total Sources
USES OF CASH
Net Loss
Principle Portion of Pmts.
Fixed Asset Purchase
Reserve
Other
Total Uses
NET CASH FLOW

DEBT SERVICE COVERAGE

Cash Available for Debt (CADS)

A: Net Income (Loss)

B: Depreciation, or Reserve Interest

C: Total CADS (A+B=C)

D: DEBT SERVICE

Annual Principle Plus Interest

E: DEBT SERVICE COVERAGE RATIO

CADS Divided by DS (E = C /D)
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Attachment # 1
Question # 9

Request for Service Letter



CIVIL TECH, PLLC.

FREPEEFRS FONSULIANTS LAND FWANNER:

Request for Service

1 Bili La Mont, owner of the mined{9) acre tract of land plus or minus, herby request water and
wastewater service to my property located off of Maske Road within the city limits of the City of Schertz.
See attached location map below:

r
y“,' o

s S’

Bill L2 Mont

»

PO, Box 2203, Bozme, TX TROOA {2101 365-302 Huegariaciviiiechine coip
Fiem # 1371 Page 1 uf §



Attachment # 2
Question # 20 B

The City of Schertz has no discharge permit for waste water contracts with Cibolo
Creek Municipal Authority for Treatment.



Attachment # 3
Question # 23 A

Capacity Purchase Agreements with Schertz Seguin Local Government
Corporation and Cibolo Creek Municipal Authority



FINAL

THIS REGIONAL WATER SUPPLY CONTRACT (the “Contract”) is dated and entered
into as of the 15th day of November, 1999, by and among the Schertz/Seguin Local Government
Corporation (the “Corporation™), a non-profit corporation of the State of Texas (the “State”), created
and existing under the laws of the State, including the Texas Transportation Corporation Act, as
amended, Texas Transportation Code Section 431.001 et. seq. and the City of Schertz, Texas and
the City of Seguin, Texas, home-rule municipalities and political subdivisions of the State
{collectively, the “Cities”).

RECITALS

WHEREAS, Subchapter D of Chapter 431 (Sections 431.101-431.109) of the Texas
- Transportation Code, as amended (the “Act”) authorizes local governments to create local
government corporations to aid, assist, and act on behalf of local governments; and

WHEREAS, the City Councils (the “Govemning Bodies™) of the City of Seguin, Texas and
the City of Schertz, Texas have collectively determined to authorize and approve the creation of the
Corporation as their constituted authority and instrumentality to accomplish the specific public
purpose of acquiring, constructing, improving, enlarging, extending, repairing, maintaining, and
operating & water utility system, pursuant to the provisions of Chapter 402 of the Texas Local
Government Code, as amended, and other applicable law; and

WHEREAS, the Cities, pursuant to the Act and other applicable Jaw, have authorized the
creation of the Corporation for the purposes set forth in the Corporation’s Articles of Incorporation,
including the issuance of bonds to finance the costs of the water utility.system; and

WHERBAS, the Corporation intends to design, construct, maintain, and operate the water
utility system in a manner that will allow the Corporation to deliver its water to the Cities and other

potential purchasers on a regional basis; and

‘WHEREAS, the Cities and the Corporation, exercising their mutual authority and furthering
their mutual and urgent interests, wish to enter into this Contract in order to most efficiently and
quickly obtain the capability to deliver the water to the Cities; and

WHEREAS, in order to deliver the water to which the Cities are entitled under this Contract,
it is necessary that facilities, lines, booster pumps, treatment facilities, and other appurtenances
sufficient to deliver the water to which the Cities are entitled under this Contract and additional
water which the Cities may acquire (the “Facilities™) be constructed and that the easements, rights-
of-way, and other interests in land necessary for the production of groundwater and the acquisition,
construction, maintenance, and operation of the Facilities (collectively, the “Land Interests™) be
purchased (the *Land Interests” and the “Facilities”, together the “Project”); and
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WHEREAS, it is expected by the Corporation and the Cities that as soon as practicable after
the execution of this Contract the Corporation will issue its Bonds (as hereinafter defined), payable
from and secured solely by payments to be made by the Cities under this Contract for the acquisition
and construction of the Project; and ‘

WHEREAS, the Corporation, to the best of its ability, shall in general do or cause 1o be done
all such things as may be required for the proper acquisition, construction and operation of the
Project; and

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the sufficiency of which are hereby acknowledged, and upon and subject o the terms and
conditions hereinafter set forth, the Cities and the Corporation mutually undertake, promise, and
agree as follows:

ARTICLE I
FINITION INTERP TONS

Section 1.01. Definitions. In addition to the terms defined above, the following terms shall
have the meanings assigned to them below wherever they are used in this Contract, unless the
context clearly requires otherwise:

“Accountant” means a nationally recognized independent certified public accountant, or an
independent firm of certified public accountants, selected by the Corporation.

“Annual Payments™ means the amount of money, constituting the Bond Payment, Operation
and Maintenance Expenses, and Overhead Expenses, to be paid to the Corporation by each City, on
a several and not a joint basis as described in Section 3.01, Section 3.05, and Section 5.02 hereof
from the revenues of the Cities' Systemn as an operating and maintenance expense of the Cities'
Systemn (or any other lawfully available revenues of the Cities), at the times and in the amounts
reguired by Sections 3.05 and 5.02 of this Contract.

“Approval Certificate” means the certificate or certificates, if any, of the President, Board
of Directors or Authorized Representative of the Corporation approving certain terms of a series of
Bonds.

“Authorized Representative” means any person at the time delegated authority to act on
behalf of the Cities or the Corporation, as the case may be, and designated as such in a written
certificate, containing a specimen signature of such person, which, for the Cities shall be the City
Manager of each of the Cities or such other officers or employees of the Cities authorized to act on
behalf of the Cities during the respective City Manager's absence or incapacity, and for the
Corporation shall be the President, Board of Directors of the Corporation or such other officer or
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employee of the Corporation authorized to act on behalf of the Corporation during the President’s,
Board of Directors absence or incapacity, unless a party notifies the other party in writing of a change
in its Authorized Representative.

"Bond Payment" means the amount of money to be paid to the Corporation by the Cities, on
a severa basis, from the revenues of the Cities’ System as an operating and maintenance expense of
the Cities’ System at the times and in the amounts required by Sections 3.05 and 5.02 of this

Contract.

“Bond Resolution” means any resolution and/or trust indenture of the Corporation,
authorizing the issuance of and securing the Bonds and all amendments and supplements thereto and
including the Approval Certificate, if any, authorized by such resolution to establish certain of the
terms of the Bonds authorized by such resolution.

“Bonds” means all bonds, notes, or other obligations hereafter issued by the Corporation,
whether in one or more series or issues, to pay the cost of the Project (including eny bonds or notes
issued to complete the Project) or to refund any Bonds or to refund any such refunding Bonds.

“Cities” means collectively the City of Schertz, Texas and City of Seguin, Texas.

“Cities' System” means and includes each of the City's existing combined waterworks and
wastewater disposal system and any electric power and/or natural gas system, together with all future
extensions, improvements, enlargements, and additions thereto, including, to the extent permitted
by law, storm sewer and drainage and/or reclaimed water systems within the waterworks or
wastewater disposal systemn, and all replacements thereof, provided that, notwithstanding the
foregoing, and to the extent now or hereafter authorized or permitted by law, the term Cities’ System
shali not include any waterworks, wastewater, electric power, or natural gas facilities which are
declared by the Cities not to be a part of the Cities' System and which are hereafter acquired or
constructed by the Cities with the proceeds from the issuance of “Special Facilities Bonds”, which
are hereby defined as being special revenue obligations of the Cities which are not secured by or
payable from the net revenues of the Cities' System, but which are secured by and are payable solely
from special contract revenues, or payments received from the Cities or any other Jegal entity, or any
combination thereof, in connection with such facilities; and such revenues or payments shall not be
considered as or constitute gross revenues of the Cities' System, uniess and to the extent otherwise
provided in the ordinance or ordinances authorizing the issuance of such “Special Facilities Bonds™.

“Cities Utility Bonds” means the appropriate City’s bonds and notes outstanding from time
to time secured by a lien on and pledge of the net revenues of the Cities' System or any part thereof,

regardless of lien priority.

"City Engineer of Record” means the City Engineer of Record so designated by the City
Council of each City with notice to the Corporation.
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“Claim”, as used in Section 8.13 of this Contract, means claims, demands, and expenses,
including reasonable attorney's fees.

“Code’ means the Internal Revenue Code of 1986, and any amendments thereto, as in force
and effect on the date of delivery of any series of Bonds.

“Completion Date” means such term as it is defined in Section 2.09 of this Contract.

“Corporation” means the Schertz/Seguin Local Government Corporation and 1ts lawfu]
successors and assigns.

“Credit Agreement” means any bond insurance policy or other credit agreement, as defined
in and authorized by the provisions of Chapter 1371, as amended, Texas Government Code (formerly
Texas Revised Civil Statutes Annotated Article 717q, as amended), which the Corporation enters
into relating to its obligations with respect to the Bonds.

“Delivery Point” means the place, whether one or more, to which the Corporation will deliver
water to each City pursuant to this Contract.

“Engineering Report” means the “Preliminary Engineering Report for Water Supply Systemn
to Serve the Cities of Schertz and Seguin, prepared by Clay Roming, P.E., dated September 10,
1999, as such report may be amended, modified and changed and superseded with the approval of
the Corporation and Cities, at any time prior to the execution of construction contracts for the Project
or as modified and changed by change orders issued after the execution of such construction
contracts; provided, however, no such change orders shall adversely affect either of the Cities
without the consent of the Cities.

“Fiscal Year” means the Cities' fiscal years, which currently begins on October 1 of each
yesr, as it may be changed from time o time with notice to the Corporation.

“Force Majeure™ means such term as it is defined in Section 8.03 of this Contract.
“Facilities” means the facilities, lines, booster pumps, and other appurtenances sufficient to
deliver the water to which the Cities are entitled under this Contract and any improvements,

additions, or extensions to such Facilities hereafter acquired or constructed to deliver water between
such places.

“Land Interests” means the easements, right-of-way, and other interests in real property
necessary for the acquisition, construction, and operation of the Facilities and the Water Rights for
the Project.

“MSRB" means the Municipal Securities Rulemaking Board and any successorto its duties.
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“NRMSIR” means each person whom the SEC or its staff has determined to be a nationally
recognized municipal securities information repository within the meaning of the Rule from time to
time.

“Operation and Maintenance Expenses” means all direct costs and expenses incumed by the
Corporation for its operation and maintenance, including but not limited to, the operation and
maintenance of the Project, including (for greater certainty but without limiting the generality of the
foregoing) amounts payable under any contract with any person, including, but not limited to any
federal, statc, or local agency for the right to produce and use groundwater or other source of water,
any contribution or payment in lieu of taxes or any fee or charge by any government authority
relating to the Corporation’s production of groundwater or sale of treated water hereunder, the costs
of utilities, supervision, engineering, accounting, auditing, legal services, insurance premiums,
supplies, services, and administration of the Project, Overhead Expenses, and costs of operating,
repairing, maintaining, and replacing equipment for proper operation and maintenance of the Project.
The term “Operation and Maintenance Expenses” does not include depreciation charges or such
portion of the above-described costs to the extent such costs are paid pursuant to an agreement other

than this Contract.

“Overhead Expenses” means the Corporation's reasonable and necessary costs and expenses
incurred at any time directly related to the issuance and servicing of the Bonds, the acquisition of
Land Interssts required for the Project, the design, permitting, financing, acquisition, construction,
and ownership of the Project and any other activities required of or involving the Corporation in
comnection with or attributable to the Project or the Bonds, including, but not limited to:

(a) per diem and reimbursable expenses incurred by the Directors of the Corporation for
special meetings of the Corporation’s Board of Directors related to the Project;

(b)  services ofthe professional, technical skilled and unskilled persons and fimms engaged
by or associated with the Corporation, other than Corporation staff personnel, together with their
reimbursable expenses paid or required to be paid by the Corporation;

{c)  salaries of the Corporation’s staff attributabie to the Project or the Bonds based on
time expended, as documented or reasonably estimated by the President, Board of Directors of the

Corporation;

(d)  thecosts of preparing applications for and obtaining all approvals and authorizations
required for the Project or the Bonds from the regulatory suthorities having jurisdiction;

(e)  the cost of property casualty and public liability insurance incurred prior 1o the

Completion Date; including any insurance deductible charged to or required to be paid by the
Corporation; provided that if the Corporation is unable to obtain such insurance on an occurrence
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basis, then any expense incurred by the Corporation from and after the Completion Date for casualty
and public liability insurance, including any insurance deductible, shall be paid by the Cities;

D all costs incurzed in litigation involving or relating to the Project; and

(&) any and all other costs and expenses, including out-of-pocket expenses, incurred by
the Corporation attributable to the Project or the Bonds, whether enumerated above or not, and
whether or not included in the definition or as a part of Project Costs,

“Permitted Liens” means:

{(a) Minor irregularities, charges, liens, encumbrances, defects, easements, licenses,
rights-of-way, servitudes, restrictions, mineral rights, and clouds on title which, in the opinion of
counse] to the Corporation, a copy of which shall be forwarded to each of the Cities, do not
materially impair the use of the Project for the purposes for which it is designed.

(b) Easements for roads (as used in this Contract, the term “‘roads” shall include, without
limitation, streets, curbs, gutters, drains, ditches, sewers, condnits, canals, mains, aqueducts, aerators,
connections, ramps, docks, viaducts, alleys, driveways, parking areas, walkways, and trackage},
utilities (which for purposes of this Contact shall include, without limitation, water, sewer,
electricity, gas, telephone, pipeline, railroad, and other collection, transportation, light, heat, power,
and communication systems) and similar easements and other easements, rights-of-way, rights of
flowage, flooding, diversion or ontfall, licenses, restrictions, and obligations relating to the operation
of the Project which, in the opinion of counsel to the Corporation, a copy of which shall be
forwarded to each of the Cities, do not materially impair the use of the Project for the purposes for
which it is designed.

(¢)  Rightsof the United States or any state or political subdivision thereof, ar other public
or governmental authority or agency or any other entity vested with the power of eminent domain
to take or control property or to terminate any right, power, franchise, grant, license, or permit
previously in force.

“Plans and Specifications” means the plans and specifications prepared for the Project by the
Project Engineer, as the same may be revised from time to time in accordance with this Contract.

“Project” means, collectively, the Land Interests and the Facilities as described in the recitals
to this Contract and in the Engineering Report.

“Project Costs” means and includes, without limitation, the following costs incurred for the
Project by or on behalf of the Corporation or the Cities:
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(a) the cost of acquisition of the Land Interests, including appraisals, closing costs and
title insurance policies;

®) the cost of acquisition, construction, repair, replacement, or improvement of the
Facilities, and any structure, item of equipment, or other item, used for, or in connection with, the

Project;

(c)  the cost of site preparation of the Land Interests, including demolition or removal of
structures and improvements as necessary or incident to accomplishing the Project;

(d)  the cost of engineering, legal, architectural or other related services;

(e) the preparation cost of plans, specifications, studies, surveys, cost estimates, and other
expenses necessary or incident to planning, providing, or financing the Project;

i) the cost of machinery, equipment, furnishings, and facilities necessary or incident to
placing the Project in operation;

(g) financecharges and interest before, during, and after construction as permitted by the
laws of the State;

(h)  costsincurred inconnection with financing the project, including, without limitation:

(1)  financing, legal, accounting, financial advisory, rating
agency, and auditing fees, expenses and disbursements;

(2)  thecost of printing, engraving, and reproduction services; and

(3) thecost of atrustee's or paying agent’s initial or acceptance fec
and subsequent fees.

) all costs, fees and expenses of litigation of all kinds;
0] the cost of property casualty and public liability insurance;
(9} the fees and costs of the underwriters as the anticipated purchasers of the Bonds;

Q) reimbursement of the costs previously incurred by the Cities with respect to the
Project; and

(m) other costs penerally recognized as & part of Project construction costs.

594033.6 -7-



“Project Engineer” means such engmeering {irm or firms as may be selected by the
Corporation.

“Prudent Utility Practice” means any of the practices, methods, and acts, in the exercise of
reasonable judgment, in the light of the facts, including but not limited to the practices, methods, and
acts engaged in or approved by a significant portion of the public utility industry prior thereto,
known al the titue the decision was made, that would have been expected to accomplish the desired
result at the lowest reaspnable cost consistent with reliability, safety, and expedition. 1tis recognized
that Prudent Utility Practice is not intended 10 be limited to the optimum practice, method, or act at
the exclusion of all others, but rather is a spectrum of possible practices, methods, or acts which
could have been expected to accomplish the desired result at the lowest reasonable cost consistent
with reliability, safety, and expedition. In the case of any facility included in the Cities' System
which is owned in common with one or more other entities, the term “Prudent Utility Practice”, as
applied to such facility, shall have the meaning set forth in the agreement governing the operation
of such facility.

“Rule” means SEC Rule 15¢2-12, as amended from time to time.

“Sale and Offering Documents™ means any official notice of sale, official bid form,
preliminary official statement, official statement, or other offering document for the Bonds.

“Schertz” means the City of Schertz, Texas, a Texas home rule municipality acting through
its City Council or City Manager.

“SEC” means the United States Securities and Exchange Commission and any successor to
its duties.

“Seguin” means the City of Seguin, Texas, a Texas home rule municipality acting through
its City Council or City Manager.

“SID” means any entity designated by the State or an authorized department, officer, or
agency thereof as, and determined by the SEC or its staff to be, a state information depository within
the meaning of the Rule from time to time.

“State” means the State of Texas.

“ITNRCC” means the Texas Natural Resource Conservation Comimnission or its sSuccessors
or assigns.

“Trustee” means any trustee named under a trust indenture or the paying agent/registrar

named in a paying agent/registrar agreement entered into by the Corporation securing the payment
of the Bonds and authorized by a Bond Resolution.
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“TWDB” means the Texas Water Development Board or any successor entity thereta.

“TWDB Program” means TWDB's State Participation Account as authorized pursuant to
Article I, Sections 49-d, 49-d-2, and 49-d-8 of the Texas Constitution and Chapter 16, Subchapters
E and F, as amended, Texas Water Code.

“Water Rights” means the right to driil and operate wells, produce groundwater, and transport
the groundwater from the county where the groundwater is produced into Guadalupe County and the
surrounding counties,

Section 1.02. Interpretation. The table of contents and caption headings of this Contract are
for reference purposes only and shall not affect its interpretation in any respect. Unless the context
otherwise requires, words of the masculine gender shal) be construed to include correlative words
of the feminine and neuter genders and vice versa. This Contract and all the terms and provisions
shall be liberally construed (o effectuate the purpose set forth herein and to sustain the validity of this

Contract.

ARTICLE II

ACQUISITION AND CONSTRUCTION OF THE PROJECT

Section 2.01. General. Subject to the remaining terms and provisions of this Contract, the
Corporation agrees to issue the Bonds and to acquire and construct the Project as generaily described
in the Engineering Report. It is estimated that the Project will be placed in operation on or before
June 1,2002, or as soon thereafter as practicable. The Authorized Representative of the Corporation
hereby represents that he is not aware of any reason that the Project, as contemplated, cannot be
completed on or before June 1, 2002. 1t is expressly understood and agreed that any obligations on
the part of the Corporation 1o finance, acquire, construct, and complete the Project and (o provide
the water to the Cities shall be (i) conditioned upon the Corporation's ability to obtain all necessary
permits, Land Interests, material, labor, and equipment, and upon the ability of the Corporation to
finance the cost of the Project through the actual sale of the Bonds, including any Bonds needed to
complete the Project, and (ii) subject to all present and future valid laws, orders, rules, and
regulations of the United States of America, the State, and any regulatory body having jurisdiction.
The Praject shall be acquired and constructed by the Corporation with all reasonable dispatch, and
the Corporation will diligently pursue such acquisition and construction in order that it may be
completed as soon as practicable, delays incident to events of Force Majeure only excepted; but if
for any reason there should be delays in or the entire failure of such acquisition, construction, and
improvement, there shall be no diminution in or postponement of the Annual Payments to be made
by the Cities hereunder and no resulting liability on the part of the Corporation; provided, however,
that the Cities retain the right to pursue any legal remedy to the extent that delays in the Project are
the result of negligence or inaction on the part of the Corporation.
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Section 2.02. Location of Project; Acquisition of Land Interests. The Facilities will be

constructed and Jocated on the Land Interests. The Corporation {or the Cities acting on behalf of the
Corporation) shall, as soon as possible after the delivery of this Contract, and subject to the receipt
of the Bond proceeds or funds from the Cities, undertake the acquisition of the Land Interests. The
Corporation shall be responsible for ensuring that proper filings of each such portion of the Land
Interests are made in the deed records of the appropriate counties to ensure that al] interested parties
have proper notice of the Corporation’s interests in the Land Interests. As each deed, easement, or
other evidence of an interest in real property comprising a portion of the Land Interests is acquired
by the Corporation, a copy of such instrument, together with evidence of its filing in the deed records
of the counties in which such portion lies, shall, upon the written request of the Cities, bc given to
the Cities.

The Corporation shall acquire a title insurance policy or a title opinion showing good and
indefeasible title with respect to each Land Interest acquired. A copy of each such title insurance
policy or title opinion shall be retained in the Cosporation’s official records.

Section 2.03. Construction. The Corporation shall, as soon as possible, undertake to make,
execute, deliver, and prosecute all contracts, orders, receipts, writings, and instructions with or to
other persons, and in general do or cause to be done all such other things, as may be required for the
proper acquisition and construction of the Facilities.

Section 2.04. Selection of Project Engineer; Plans and Specifications. The Corporation shall

cause the Project Engineer to complete the Plans and Specifications and the other materials to be
used in obtaining bids for construction of the Facilities and to perform such other engineering tasks
as shall be necessary for construction of the Facilities. The bid documents shall include appropriate
alternatives 1o assure the most advantageous price consistent with expeditious completion. The
specifications for the Project may include as an owner cost any or all insurance coverages either
required by law or deemed necessary or advisable by the Corporation.

Section 2.05. Award of Construction Contracts. Upon obtaining the approval of the Board
of Directors of the Corporation of the Plans and Specifications and bid documents, the Corporation,
through its Project Engineer, will promptly advertise for sealed bids for the Project to the extent and
as requred by law. The Corporation may break the sealed bids into several contracts or phases as
it determines is best for the timely acquisition and construction of the Facilities. After the receipt
of bids, the Corporation shall identify the lowest responsible bidder(s) and award the contract(s).
If all bids are rejected, bids will again be solicited, following the procedure outlined above in this
Section, until such time as bids satisfactory to the Corporation have been received. The Corporation
shall not be obligated to award & construction contract unless the proceeds from the Bonds are
available to pay the contract(s).
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Section 2.06. Liens. Neither the Cities nor the Corporation will create or permit or suffer
to exist any lien, encumbrance, or charge upon the Project or any interest therein at any time, except
Permitted Liens.

Section 2.07. Revisions of Plans. The Plans and Specifications may be revised prior to the
Completion Date.

Section 2.08. Approvals. Uniess otherwise required by law, each consent, approval, or other
official action required of the Cities or the Corporation by any provision of this Contract shall be
deemed in compliance with this Contract when written evidence of such action, signed by the
respective Authorized Representative, is delivered to the party who is to receive evidence of such
action. All contracts to be entered into shall be authorized by the Corporation’s Board of Directors.
The Cities will cooperate with the Corporation in the design, financing, acquisition, and construction
of the Project and, following the adoption of the Bond Resolution by the Corporation’s Board of
Directors, will not take any action or fail to take any action (including, without limitation, any
exercise or denial of its consent or approval of any action proposed to be taken by the Corporation
or any of its agents hereunder), if taking or failing to take such action, respectively, would
unreasonably delay or obstruct the completion of the Project by the Corporation.

Section 2.09. Completion. (2) Except as otherwise provided in subsection (b) of this Section,
when the Facilities have been completed, the Corporation shall deliver to the Cities a certificate of
the Corporation and the Project Engineer stating that, as of a specified date, the Project has been
substantially completed and are ready to be placed in service (the date specified in such certificate
being herein called the “Completion Date™).

(b)  The Cities and the Corporation acknowiedge that the proceeds of the initial series of
Bonds will be insufficient o complete the acquisition and construction of the Project, and
accordingly agree to use their best efforts to issue Additional Bonds, or to secure financing pursuant
to the TWDB Program, in an amount sufficient to complete the Project.

Section 2.10. Title to Water. Title to the water shall be in the Corporation until it passes
through the meter or meters installed pursuant to this Contract at or near the Delivery Point,
following which it shall be in the respective Cities. Each of the parties hereto hereby agrees to save
and hold each other party hereto harmiess from all claims, demands and causes of action which may
be asserted by anyone on account of the transportation and delivery of said water while title remains
in such party.

Section 2.11. Access to Cities. Should any facilities, pipelines, or appurtenances owned by
the Corporation be installed in any street, alley, or public way within the boundaries of the Cities,
as same are now constituted or as may hereafter be extended, the Cities hereby grant, upon
complying with each of the Cities' franchise ordinances or other provisions, to the Corporation the
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right, privilege and franchise of using such streets, alleys and public ways for the purposes of
maintaining, operating, laying, repairing, or removing such facilities, pipelines, and appurtenances.

Section 2.12. Easements. The Cities hereby agree to grant to the Corporation such
easements as may be reasonably necessary for the purposes of placing, constructing, operating,
repairing, maintaining, rebuilding, replacing, relocated, and removing water facilities upon, over,
across and through the Cities’ property and giving to the Corporation, and its successors and assigns,
all of the rights and benefits necessary or appropriate for the full enjoyment and use of the easement,
including but without limiting the same to, the free right of ingress and egress to and from the Cities’
property.

Section 2.13. Cross-Utilization of Lines.

A Each City acknowledges that it may be necessary for certain of its transmission lines
10 be utilized in order for the Corporation to transmit treated water to another City or other entity and
such City hereby agrees to permit the Corporation to so utilize its transmission lines in accordance
with Section 2.11 and Section 2.12. In such case, the City involved agree to inform the Corporation
of any special requirements with respect to pressure or other matters relating to the wansmitting
City’s lines.

B. The Corporation will furnish, instell, operate, and maintain meters at the point of exit
from the City’s lines to maintain accurate measurements of the quantity of water being delivered by
the Corporation to a City or other entity through the lines of the other City or other entity. Such
meters shall be subject to inspection and examination by both the City and the Corporation in
accordance with the provisions of Section 4.02.

C. In the event that repairs are required to be made to any lines of a City which are
utilized for the transmission of treated water to another City or other entity, the receiving City shall
participate in the cost of such repairs as may be agreed from time to time.

Section 2.14. Points of Delivery. The Project will include the Facilities and Land Interests
required to deliver water to the Point of Delivery for each City at the location depicted in the
Engineering Report. After completion of the Project, each City shall have the sole responsibility,
at its own cost and expense, for providing additional pipelines and other facilities required for
transporting its share of the water from the Project to new or additional Points of Delivery, but
additiona) or altemnative points of delivery will be allowed only with the consent of the Cities.

Section 2.15. Quantity. The Cities’ proportionate share of the treated groundwater produced
by the Project is as follows:

Schertz 50%
Seguin 50%
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Section 2.16. Qther Contracts. The Corporation shall not enter into contracts with other
persons for the supply of water without the prior consent of Cities and either City may withhold its

consent. The Cities may not resell water to third party wholesalers {except to such customers that
exist on November 1, 1999 and not for resale by these customers) that they purchase from the
Corporation without obtaining the written consent of the Corporation and the other City.

Section 2.17. Quality. The water to be delivered by the Corporation and received by the
Cities shall be groundwater produced from wells constructed as part of the Project and treated using
the Facilities and equipment described in the Engineering Report. Each of the Cities has satisfied
itse}f that such water is suitable for its needs. The Corporation and each of the Cities shall cooperate,
each within its legal powers, in preventing possible pollution and contamination of the formation

from which the water is obtained.

Section 2.18. Operation. The Corporation covenants to operate the Project in accordance
with Prudent Utility Practices and in accordance with applicable regulatory requirements.

ARTICLE Il
FINANCING OF THE PROJECT

Section 3.01. Issuance of Bonds. (2) The Corporation’s acquisition and construction of the
Project and improvements to the Project will be financed by the Corporation through the issuance
of one or more series or issues of its Bonds payable from and secured, in part, by an assignment of
the Annual Payments made under this Contract. .In consideration of the covenants and agreements
set forth in this Contract, and to enable the Corporation to issue the Bonds to carry out the intents
and purposes hereof, this Contract is executed to assure the issuance of the Bonds and to provide for
and guarantee the due and punctual payment by the Cities to the Corporation, or to the Trustee under
the trust indenture (or paying agent/registrar agreement) securing the Bonds, of amounts not less than
the Annual Payments. Each of the Cities hereby agrees to make, or cause to be made, its
proportionate share of each Annuel Payment, as and when due, for the benefit of the owners of the
Bonds, as provided in the Bonds and the Bond Resolution. The proportionate share of each Annual
Payment shall be determined on a several and not a joint basis, as follows:

Schertz 50% and
Seguin 50%

(b)  The proceeds from the sale of the Bonds will be used for the payment of the Project
Costs. The Bonds will be issued by the Corporation in the amount anticipated to be required to
acquire and construct the Project, including payment of all Project Costs advanced by the Cities and
incurred by the Corporation prior to the date of issuance of the Bonds, and to fund, to the extent
deemed advisable by the Corporation, a debt service reserve fund and interest on the Bonds during
construction and for up to one year after the Completion Date.
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{c) (1) Each Bond Resolution of the Corporation shall specify the maximum principal
amount of the Bonds to be issued thereunder. The Bonds shall mature not more than
forty (40) years from the date of such Bonds and shall bear interest at not to exceed
the maximum legal rate then permitied by law, and the Bond Resolution may create
and provide for the maintenance of a revenue fund, an interest and sinking fund, a
debt service reserve fund, and any other funds deemed prudent by the Corporation,
all in the manner and amounts as provided in such Bond Resolution.

(2) Prior to the final adoption of a Bond Resojution or any amendment of a2 Bond
Resolution by the Corporation’s Board of Directors or the execution of an Approval
Certificate by the Corporation, a substantially final copy of the proposed Bond
Resolution, the Approval Certificate, if any, and the Sale and Offering Documents
shall be presented 1o the Cities for review and approval.

(3) Upon approval by each of the Cities of (i) each Bond Resolution hereafter’
adopted by the Corporation, (ii) any amendments to any Bond Resolation, (iii) an
Approval Certificate authorized by a Bond Resolution, and (iv) the Sale and Offering
Documents and the delivery to the Corporation of a certification signed by the
Authorized Representative of each of the Cities to the effect that the Bond
Resolution, including any Approval Certificate, and the Sale and Offering
Documents comply with this Contract, then upon the adoption and approval of the
Bond Resolution and the Approval Certificate, if any, in such final form by the
Corporation’s Board of Directors or Authorized Representative, as the case may be,
and the issuance and delivery of the Bonds to the purchaser thereof, the Bond
Resolution shall for all purposes be considered approved by the Cities and deemed
10 be in compliance with this Contract in all respects, and the Bonds issued
thereunder will constitute Bonds as defined in this Contract for all purposes. Any
owner of Bonds is entitled to rely fully and unconditionally on any such approval.

(4) All covenants and provisions in the Bond Resolution affecting, or purporting to
bind, the Cities, shall, vpon the delivery of the Bonds, become absolute,
unconditional, valid, and binding covenants and obligations of the Cities so long as
the Bonds and interest thereon are outstanding and unpaid, and may be enforced as
provided in this Contract and the Bond Resolution. Particularly, the obligation of
each of the Cities to make, promptly when due, all Annual Payments specified in this
Contract shall be absolute and unconditional, and said obligation may be enforced as
provided in this Contract. In addition, subject to the approval of the Cities, the
Corporation may enter into Credit Agreements for the purpose of achieving the
lowest fingncing costs for the Project.

Section 3.02. Proceeds of Bonds. Subject to the terms and provisions of this Contract, the
proceeds of the Bonds shall be nsed by the Corporation for the purpose of financing and funding the
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Corporation’s acquisition and construction of the Project as provided in Section 3.01 and
improvements to the Project. The Corporation shall use its best efforts to issue its Bonds, in one or
more series, in amounts which will be sufficient to accomplish such purpose. The proceeds of the
Bonds shall be deposited in a construction fund established pursuant o the terms of the Bond
Resolution. A trust indenture may be entered into between the Corporation and a corporate trustee
for the purpose of securing the payment of the Bonds. The trust indenture or the Bond Resolution,
as appropriate, will establish procedures for the payment of Project Costs out of the construction
fund. It is anticipated thal the Bonds will be issued pursuant to the Bond Resolution and that a
paying agent/registrar agreement will be executed between the Corporation and the Trustee
concerning the payment procedures with respect to the Bonds.

Section 3.03. Refunding of Bonds. The Corporation reserves the right to issue refunding
bonds in accordance with the laws of the State.

Section 3.04. Redemption of Bonds. The Corporation, in its sole discretion or upon the
written request of the Cities (and provided that the affected Bonds are subject to redemption or
prepayment prior to maturity at the option of the Corporation, and provided that such request is
received in sufficient time prior to the date upon which such redemption or prepayment is proposed),
forthwith shall take or cause to be taken all action that may be necessary under the applicable
redemption provisions of the Bonds to redeerm the Bonds or any part thereof, to the full extent of
funds that are either made available for such purpose by the Cities or already on deposit under the
Bond Resolution and available for such purpose. The redemption of any outstanding Bonds prior
to maturity at any time shall not relieve the Cities of their absolute and unconditional obligation to
pay each remaining Annual Payment with respect to any outstanding Bonds, as specified in the Bond

Resolution.

Section 3.05. Debt Service on_Bonds and Other Bond Funding Requirements. It is

acknowledged and agreed that payments 1o be made under this Contract will be the primary source
available to the Corporation to provide the money necessary for the Corporation to meet its
obligations with respect to the Bonds and any Credit Agreements. Each City therefore agrees to pay
its proportionate share of all Bond Payment, as outlined in subsections (a) through (c) below, in full
when due as provided in this Contract. Bond Payment shall be due by the close of business on the
business day prior to each date on which any of the following payments or deposits shall be due and
shall be in an amount equal to all such payments and deposits due on such date:

(a) debt service on the Bonds and related payments and deposits, as follows:

(1) principal of, redemption premium, if any, and interest on, the Bonds, less interest
to be paid out of Bond proceeds or from other sources if permitted by any Bond
Resolution, and the redemption price of any Bonds to be redeemed prior to maturity
when and as provided in any Bond Resolution plus the fees, expenses, and, to the
extent permitted by law, indemnities of the Trustee, if any, for the Bonds, and those
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of the paying ageni/registrar for paying the principal of and interest on the Bonds and
for authenticating, registering, and transferring Bonds on the registration books; and

(2) deposits required 1o be made to any special, contingency, or reserve fund by the
provisions of any Bond Resolution; and

(3) any deposit in addition thereto required to restore any deficiency in any of such
funds by the provisions of any Bond Resolution,

{(b) amounts payable by the Corporation under a Credit Agreement; and

(c) the fees, expenses, and indemnities (to the extent permitted by Jaw) of the remarketing
agent, rate setting agent, authentication agent, arbitrage rebate compliance firm, and tender agent,
il any, for the Bonds.

Section 3.06. Billing. The Corporation will render bills to the Cities not more than once
each month, commencing April 5, 2000, for the current payments required by this Contract. The
Corporation shall, unti} further notice, render such bills on or before the 5th day of each month and
such bills shall be due and payable on the 15th day of each month or ten (10) days after such bill is
deposited into the United States mail, properly stamped and addressed to the Cities whicheveris later
and thereafter, to the extent permitted by law, interest shall accrue thereon at the rate of ten per cent
(10%) per annum until paid in full. The Corporation may, however, from time to time by sixty (60)
days’ written notice change the date by which it shall render bills, and all bills shall thereafter be due
and payable ten (10) days after such dates as herein provided. The Cities shall make all payments
in such coin or currency of the United States of America as at the time of payment shall be legal
tender for the payment of public and private debts and shall make payment to the Corporation as its
office in Guadalupe County, Texas or at such other place as the Corporation may from fime to time
designate by sixty (60) days’ written notice.

Section 3.07. Delinquency in Payment. If either of the Cities fails to pay any bills when due
and payable, the Corporation may give written notice of such delinquency to the City and if all bills
due and unpaid, including interest thereon, are not paid within forty-five (45) days after delivery of
such notice, then the City agrees that the Corporation shall be authorized, as its option, to institute
suit for collection thereof and to collect any amounts due and unpaid, together with interest thereon
and reasonable attorneys’ fees, and the City further agrees that the Corporation may, as its option
discontinue providing water to the City unti] all amounts due and unpaid are paid in full with interest
as herein specified. Any such discontinuation of service shall not, however, relieve the City of its
unconditional obligations to make the payments required by this Contract. It is also hereby expressly
recognized that the nondefaulting City shall have no obligation to make any payments for the benefit
of the defaulting City.
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Section 3.08. Corporation’s Rights Agsigned to Trustee. The Cities are advised and
recognize that as security for the payment of the Bonds, the Corporation may assign to the Trustee,
pursuant to one or more trust indentures (or paying agent/registrar agreements) to be authorized by
the Bond Resolution, the Corporation’s rights under this Contract, including the right to receive the
Annual Payments hereunder (but not the right to receive payments, if any, under Section 8.13
hereof). The Cities herewith assent to such assignment and will make the Annual Payments directly
Lo the Trustee without defense or set-off by reason of any dispute between one or both of the Cities
and the Corporation or the Trustee. All rights against the Cities arising under this Contract or the
Bond Resolution and assigned to the Trustee may be enforced by the Trustee, or the owners of the
Bonds, to the extent provided in the Bond Resolution, and the Trustee, or the owners of the Bonds,
shall be entitled to bring any suit, action, or proceeding against the Cities, to the extent provided in
the Bond Resolution, for the enforcement of this Contract, and it shall not be necessary in any such
suit, action, or proceeding to make the Corporation a party thereto.

Section 3.09. Tax-Exempt Bonds. The parties hereto understand and agree that the
Corporation will use its best efforts to provide for, but will not be liable for a failure to produce, the
lowest overall debt service cost for the Bonds to be issued for the Project. In connection therewith,
the parties intend that the Corporation will issue Bonds the interest on which is excludable from the
gross income of the owners thereof for federsl income tax purposes. The parties hereto acknowledge
their understanding that the federal income tax laws impose certain restrictions on the use and
investment of proceeds of such tax-exempt bonds and on the use of the property financed therewith
and the output produced therefrom. Accordingly, the parties agree and covenant that if the Bonds
are offered to investors with the understanding that the interest will be exempt from federal income
taxation, then the parties, their assigns and agents, will take such action to assure, and refrain from
such action which will adversely affect the treatment of such Bonds as obligations described in
section 103 of the Code. Should any party fail to comply with such covenant, the effect of which
being that the Bonds no longer qualify as obligations described in the Code, such defaulting party
shall be liable for all costs resulting from the loss of the tax-exempt status of the Bonds. The partics
hereby agree and covenant to comply with all of the representations and covenants relating to such
exemption which are set out in any Bond Resolution. The parties further agree and covenant that
in the event the Bonds issued are to be tax-exempt, they will modify such agreements, make such
filings, restrict the yield on investments, and take such other action necessary to fulfill the applicable
provisions of the Code. For these purposes, the parties may rely on the respective opinion of any
firm of nationally-recognized bond attorneys selected by them. In the event that a conflict arises in
the opinions of the respective firms of each of the parties, the parties will identify a different firm,
that is mutually acceptable to all parties, in order to resolve the conflict of opinion.

Section 3.10. Payment to Rebate Fund. In the event that tax-exempt Bonds are issued as
provided in Section 3.09, the Corporation hereby covenants and agrees to make the determinations
and to pay any deficiency into a rebate fund, at the times and as described in the Bond Resolution
to comply with the provisions of section 148(f)(2) of the Code. In any event, if the amount of cash
held in the rebate fund shall be insufficient to permit the Trustee to make payment to the United
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States of America of any amount due on any date under section 148(f)(2) of the Code, each of the
Cities forthwith shall pay the emount of such insufficiency on such date to the Trustee in
immediately available funds for such purpose. The obligations of the Cities under this Section 3.10
are direct obligations of each City, acting under the authorization of, and on behalf of, the
Corporation and the Corporation shall have no further obligation or duty with respect to the rebate
fund.

Section 3.11. Cities’ Obligations. In the event the Project is not completed for any of the
reasons contemplated herein or otherwise, or any proceeds from issuance of the Bonds are not used
for completion of the Project for any reason, any Bond proceeds and eamings thereon not used for
completion of the Project shall be utilized to satisfy amounts due and owing on the Bonds as
described in the Bond Resolution, and herein, so as to reduce the Annual Payments which would
otherwise be due hereunder, or be applied for the benefit of the Cities as provided in the Bond
Resolution. The Cities have covenanted absolutely and unconditionally, in accordance with all other
terms of this Contract, to make the Annual Payments, as provided herein, in consideration for such
application of the money as well as the other covenants and obligations of the Corporation and others
set forth or contemplated herein,

Section 3.12. Interest on Money. All legally available money respecting the Bonds shall be
invested in the manner set forth in the Bond Resolution. Any interest earnings on the Bond proceeds
may be used to pay principal of and interest on the Bonds or for the payment of any Project Costs
or other costs related to the Project approved by the Cities, subject to Section 3.09.

Section 3.13. Sale and Offering Documents. At the request of the Corporation, each of the
Cities shall provide to the Corporation current and historical information concemning the Cities’
System, the financial conditions results, and prospects of the City, and such other information
concerning the City as the Corporation shall deem advisable for inclusion in the Sale and Offering
Documents for the Bonds of each series and shall certify to the Corporation and the underwriters of
any offering of Bonds to be made by means of such Sale and Offering Documents when and if the
City deems such Sale and Offering Documents to be complete and final for purposes of the Rule.
Each of the Cities represents and warrants that all statements conceming it (including, without
Iimitation, its financial condition, results, and prospects, its portion of the Cities’ System, and any
demographic and economic information concerning the area served by its portion of the Cities’
Sysiem) that are contained in any Sale and Offering Document approved by the Cities pursuant to
Section 3.01 hereof shal] be true in all material respects and shall not omit to state any material fact
necessary to make the statements made in such Sale and Offering Document, in the light of the
circumstances in which they are made, not misleading.

Section 3.14. Right of Cities to Prepay. The Cities shall have the right at any time to prepay
all or any portion of the Annual Payments. Subject to the provisions of Section 3.09, such prepaid
Annual Payments shal} be used and invested by the Corporation as directed by the City which paid
(i) as a credit against future Annual Payment obligations of such City, (ii) to redeem Bonds pursuant
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to the provisions of Section 3.04, or (iii) to provide for the defeasance of the Bonds pursuant to the
provisions of the Bond Resolution. Any such prepayment will not cause a termination of this
Contract until all other amounts owed or to be incurred by the Corporation or any other person under
the provisions of the Bond Resolution (including the charge for water pursuant to Section 8.05
hereof) have been paid in full or waived by such person.

ARTICLEIV

METERING AND MEASUREMENT

Section 4.01. Unit of Measurement. The unit of measurement for water delivered hereunder
shal] be 1,000 gallons of water, U: S. Standard Liquid Measure.

Section 4.02. Measuring Equipment. The Corporation shall furnish, install, operate and
maintain at its own expense for each Delivery Point the necessary eiectronic or other equipment and
devices of standard type for measuring properly the quantity of water delivered under this Contract.
Such meter or meters and other equipment so installed shall remain the property of the Corporation.
The Cities shall have access to such metering equipment at all reasonable times, but the reading,
calibration, and adjustment thereof shall be done only by the employees or agents of the Corporation.
For the purpose of this Contract the original record or reading of the meter or meters shall be the
joumal or other record book of Corporation in its office in which the records of the employees or
agents of the Corporation who take readings are or may be transcribed. Upon written request of
Cities, the Corporation will give the Cities a copy of such journal or record book, or permit the Cities
to have access to the same in the office of the Corporation during reasonable business hours.

The Corporation shall calibrate its meters periodically, but at least every three (3) years, if
requested in writing by Cities to do so, in the presence of a representative of the Cities, and the
parties shall jointly observe any adjustments which are made to the meters in case any adjustments
shall be necessary, and if the check meters hereinafter provided for have been installed, the same
shall also be calibrated by the Cities in the presence of a representative of Corporation and the parties
shall jointly observe any adjustment in case any adjustment is necessary. If the Cities shall in writing
request Corporation to calibrate its meters and Corporation shall give the Cities notice of the time
when any such calibration is to be made and a representative of the Cities is not present at the time
set, the Corporation may proceed with calibration and adjustment in the absence of any
representative of the Cities,

If either party at any time observes a variation between the delivery meter or meters and the
check meter or meters, if any such check meter or meters shall be installed, such party will promptly
notify the other party, and the parties hereto shall then cooperate to procure an immediate calibration
test and joint observation of any adjustment and the said meter or meters shall then be adjusted to
accuracy. Each party shall give the other parties forty-eight (48) hours’notice of the time of all tests
of meters so that the other parties may conveniently have a representative present.
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If upon any test, the percentage of maccuracy of any metering equipment is found to be in
excess of two percent (2%), registration thereof shall be corrected for a period extending back to the
time when such inaccuracy began, if such time is ascertainable, and if such time is not ascertainable,
then for a period extending back one-half (14) of the time elapsed since the last date of calibration,
but in no event further back than a period of six (6) months. If for any reason any meters are out of
service or out of repair so that the amount of water delivered cannot be ascertained or computed from
the reading thereof, the water delivered during the period such meters are out of service or out of
repair shall be estimated and agreed upon by the parties hereto upon the basis of the best data
available. For such purpose, the best data available shall be deemed to be the registration of any
check meter or meters if the same have been installed and are accurately registering. Otherwise the
amount of water delivered during such period may be estimated (i) by correcting the error if the
percentage of the error is ascertainable by calibration tests or mathematical calculation, or (ii) by
estimating the quantity of delivery by deliveries during the preceding periods under similar
conditions when the meter or meters were registering accurately.

The Cities may, at their option and their own expense, install and operate a check meter to
check each meter installed by Corporation, but the measurement of water for the purpose of this
Contract shall be solely by the Corporation’s meters, except in the cases hereinabove specifically
provided to the contrary. All such check meters shall be of standard make and shall be subject at all
reasonable times to inspection and examination by any employee or agent of the Corporation, but
the reading, calibration and adjustment thereof shall be made only by the Cities, except during any
period when a check meter may be used under the provisions hereof for measuring the amount of
water delivered, in which case the reading, calibration and adjustment thereof shall be made by
Corporation with like effect as if such check meter or meters had been furnished or installed by
Corporation.

ICLEV
ANNUAL PAYMENTS, CITY COVENANTS
Section 5.01. Annual Estimate of Anpual Payments. Not less than ninety (90) days prior to

each Fiscal Year, the Corporation shall furnish to the Cities an estimate and schedule of the Annual
Payments required to be paid by the Cities in such Fiscal Year.

Section 5.02. Annual Payments by the Cities. {a) Each of the Cities hereby agrees that it will
make payments of its proportionate share of the Annual Payments to the Corporation, or to the
Trustee on behall of the Corporation, as provided in the Bond Resolution in accordance with the
procedures established in Section 3.06 hereof. If a City at any time disputes the amount to be paid
by it to the Corporation, such City shall nevertheless promptly make such payment or payments, but
if it is subsequently determined by agreement or court decision that such disputed payments made
by the such City should have been less, or more, the Corporation shall promptly revise the charges
for such City in such manner that a City will recover its overpayment or the Corporation will recover
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the amount due it. The Corporation shall pursue all legal remedies against the Cities to enforce and
protect the rights of the Corporation and the owners of the Bonds, and the Cities shall not be relieved
of the liability to the Corporation for the payment of al} amounts which are due by them hereunder.

(b)  Except to the extent otherwisc provided by the Bond Resolution, all amounts due
under this Contract shall be paid and are due in Guadalupe County, Texas, which is the County in
which the principal administrative offices of the Corporation are located.

(¢)  TheCorporation shall redetermine the estimate and schedule of Annual Payments due
in any Fiscal Year at any time during such Fiscal Year, as and to the extent deemed necessary or
advisable by the Corporation to accurately forecast the amount and date of Annual Payments to be
made by the Cities, if (i) the Corporation issues Bonds to complete the Project or to refund any
Bonds or enters into, amends, or terminates a Credit Agreement, (ii) actual interest rates on any
variable interest rate Bonds differ from those projected by the Corporation, or (iii) any other event
occurs which results in an increase or decrease in the Annual Payments required to be made by the
Cities in such Fiscal Year.

(d) If, during any Fiscal Year, the Annual Payment is redetermined in any manner as
provided or required in this Section, the Corporation will promptly furnish the Cities with an updated
schedule of payments reflecting such redetermination.

(¢) Notwithstanding anything herein to the contrary, no failure of the Corporation to
estimate, and no mistake by the Corporation in any estimate of, the amount of or schedule for Annual
Payments due from the Cities in any Fiscal Year shall relieve the Cities from (or defer) their absolute
and unconditional obligation to make all Annual Payments in full when due.

Section 5.03. Source of Payment. (a) Each of the Cities represents and covenants that all
payments to be made by them under this Contract shall constitute reasonable and necessary
“operating expenses”, as defined in Chapter 1502, as amended, Texas Government Code (formerly
Texas Revised Civil Statutes Annotated Article 1113, as amended) of the Cities' System, but only
to the extent of the Anpual Payment, and the Cities shall not be obligated to make the payments
under this Contract from any source other than the gross revenues of the Cities’ System. Each of the
Cities further represents that the Governing Bodies of the Cities have determined that the services
tobe provided by the Project are absolutely necessary and essential 1o provide the water to the Cities.

(b)  Each of the Cities agrees throughout the term of this Contract to fix and collect such
rates and charges for services to be supplied by the Cities’ System as will produce gross revenues at
all times during the term of this Contract in an amount at least equal to (i) all of the expenses of
operation and maintenance of the Cities' System, including specifically its payments under this
Contract and (ii) al] other amounts as required by law and the provisions of the ordinances or
resolutions authorizing the Cities Utility Bonds or other obligations now or hereafier outstanding
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payable, in whole or in part, from the net revenues of the Cities’ System, including the amounts
required to pay all principal of and interest on such Cities Utility Bonds and other obligations.

{¢)  No ad valorem tax revenues of either of the Cities shall be pledged to the payment
of any amounts to be paid by the Cities to the Corporation under this Contract, nor shall the
Corporation have the right to demand payment of any amounts to be paid by the Cities under this
Contract be paid from funds raised or to be raised from ad valorem taxation from the Cities and the
obligations under this Contract shall never be construed to be a debt or pecuniary obligation of the
Cittes of such kind as to require the Cities to levy and collect an ad valorem tax to discharge their
obligations.

Section 5.04. Corporation’sOperation and Maintenance Expenses and Overhead Expenses.
To the extent not paid out of the proceeds of the Bonds, or otherwise, the Cities shall pay and
reimburse the Corporation for al] of its proportionate share of Operation and Maintenance Expenses
and Overhead Expenses incurmred by it throughout the term of this Contract within thirty (30) days
of receipt of documentation therefor from the Corporation. The Cities also agree, with the consent
of the Corporation, to enter info an interlocal agreement to provide for, among other matters, an
annual adjustment of the Operation and Maintenance Expenses and Overhead Expenses paid by each
City based upon certain formulas and taking into account the quantity of water actually utilized by
each City.

Section 5.05. Annual Budgeting by the Cities. The Cities shall make provision in each of
their annual budgets and shall appropriate an amount sufficient, at 2 minimum, for the payment of
all amounts required to be paid by the Cities under this Contract.

Section 5.06. Revenue Sources Pledged Each of the Cities hereby pledges the gross
revenues of the Cities’ System to the payment of their obligations under this Contract and recognize
that the Corporation will, and authorize the Corporation to, pledge the Annual Paymenis owing to
it by the Cities under this Contract to the payment of the Bonds and Credit Agreements. The
Corporation agrees to make the payments for the Bonds and Credit Agreements when and as required
by the Bond Resolution, the Credit Agreements, and this Contract, from and to the extent of proceeds
of the Bonds not expended for the Project and Annual Payments made by the Cities.

Section 5.07. General Covenants. Each City further each represents, covenants and agrees
that in accordance with and to the extent permitied by law:

(8)  Performance. It will faithfully perform at all times any and all covenants,
undertakings, stipulations, and provisions contained in each ordinance or resolution authorizing the
issuance of its Cities Utility Bonds; and it will, at the time and in the manner prescribed, deposit or
cause to be deposited the amounts required to be deposited into the fund and accounts created by said
ordinances, but only from and to the extent of the sources of funds and after satisfaction of all prior
obligations described therein.
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(b)  Cities’Legal Corporation. It is a duly created and existing home rule city of the State
and is duly authorized under the laws of the State to enter into this Contract that al} action on its part
for the execution and delivery of this Contract has been duly and effectively taken; and that this
Contract is a valid and enforceable special obligation of the Cities in accordance with its terms.

© Acquisition and Construction; Operation and Maintenance. (1) It shal] use its best
efforts in accordance with Prudent Utility Practice to acquire and construct, or cause to be acquired
and constructed, any capital improvements to the Cities’ System, which shall mean and include any
capital extensions, improvements, and betterments, in accordance with the plans and specifications
therefor, as modified from time to time with due diligence and in 2 sound and economical manner;
and (2) it shall at al] times use its best efforts to operate or cause to be operated the Cities’ System
properly and in an efficient manner, consistent with Prudent Utility Practice, and shall use its best
efforts to maintain, preserve, reconstruct and keep the same or cause the same to be so maintained,
preserved, reconstructed and kept, with the appurtenances and every part and parcel thereof, in good
repair, working order and condition, and shal] from time to time make, or useits best efforts to cause
to be made, all necessary and proper repairs, replacement, and renewals so that at all times the
operation of the Cities’ Systern may be properly and advantageously conducted.

(@)  Title. It has or will obtain lawful title, whether such title is in fee or lesser interest,
to the lands, buildings, structures, and facilities constituting its portion of the Cities’ System; it will
defend the title to all the aforesaid lands, buildings, structures, and facilities, and every peart thereof,
for the benefit of the Corporation and the owners of the Bonds, against the claims and demands of
all persons whomsoever; and it is lawfully qualified to pledge the gross revenues of its portion of the
Cities” System to the payment of the payments required by this Contract in the manner prescribed
herein, and has lawfully exercised such rights.

(e)  Liens. It will from time to time and before the same become delinquent pay and
discharge all taxes, assessments, and governmental charges, if any, which shall be lawfully imposed
upon its portion of the Cities’ System; it will paj/ all lawful clairns for rents, royalties, labor,
materials, and supplies which if unpaid might by law become a lien or charge thereon, the lien of
which would be prior to or interfere with the liens hereof, so that the priority of the lien granted
hereunder shall be fully preserved in the manner provided herein; and it will not create or suffer to
be created any mechanic’s, laborer’s, materialman’s, or other lien or charge which might or could be
prior to the liens hereof, or do or suffer any matter or thing whereby the lien hereof might or could
be impaired; provided however, that no such tax, assessment, or charge, and that no such claims
which migh( be used as the basis of a mechanic’s, laborer’s, materialman’s, or other lien or charge,
shal} be required 1o be paid so long as the validity of the same shall be contested in good faith by the

Cities.

(¢3] Books, Records, and Accounts. It shall keep proper books, records, and accounts
separate and apari from all other records and accounts, in which complete and cortect entries shall
be made of all transactions relating to its portion of the Cities’ System, the Bonds, and the Cities, and
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shall cause said books and accounts to be audited annually as of the close of each Fiscal Year by the
Accountant. At the request of the Corporation, the Cities shall allow the Corporation to audit such
books, records, and accounts at any reasonable time and from time to time.

(&)  Insurance. (1) Except as otherwise permitied in clause (2) below, it shall cause to be
insured such parts of its portion of the Cities’ Sysiem as wouid usually be insured by corporations
operating like properties, with a responsible insurance company or companies, against risks,
accidents, or casualiies against which and to the extent insurance is usually carried by corporations
operating like properties, including, to the extent reasonably obtainable, fire and extended coverage
insurance, insurance against damage by floods, and use and occupancy insurance. Public liability
and property damage insurance shall also be carried unless the City Attorney gives a written opinion
to the effect that the City is not liable for claims which would be protected by such insurance. At
any time whije any contractor engaged in construction work shall be fully responsible therefor, the
Cities shall not be required to carry insurance on the work being constructed if the contractor is
required to carry appropriate insurance. All such policies shall be open to the inspection of the
Corporation at all reasonable times.

(2)  Inliev of obtaining policies for insurance as provided above, the Cities may self-
insure against risks, accidents, claims, or casualties described in clause (1) above.

(3)  Theannual audit hereinafter required shall contain a section commenting on whether
ornot the City has complied with the requirements of this Section with respect to the maintenance
of insurance, and Jisting the areas of insurance for which the City is self-insuring, al} policies carried,
and whether or not all insurance premiums upon the insurance policies to which reference is
hereinbefore made have been paid,

h) Audits. After the close of each Fiscal Year while this Contract is in effect, an audit
will be made by each City of the books and accounts relating to its portion of the Cities’ System and
its portion of the revenues of the Cities’ System by the Accountant. As soon as practicable after the
close of each such Fiscal Year, and when said audit has been completed and made available to the
Cities, a copy of such audit for the preceding Fiscal Year shall be mailed to the Corporation. Such
annual audit reports shall be open to the inspection of the Corporation, its agents and representatives,
the Trustee, and the owners of the Bonds at all reasonable times at the Corporation’s office.

Q) Governmental Agencies. It will comply with all of the terms and conditions of any
and all franchises, permits, and authorizations applicable to or necessary with respect to the Cities’
Systemn, and which have been obtained from any governmental agency; and the Cities have or will
obtain and keep in fall force and effect all franchises, permits, authorizations, and other requirements
applicable to or necessary with respect to the acquisition, construction, equipment, operation, and
maintenance of the Cities’ System.
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4) No Competition. Tothe extent it legally may, it will not grant any franchise or permit
for the acquisition, construction, or operation of any competing facilities which might be used as a
substitute for the Cities’ System’s facilities, and, to the extent that it legally may, each City wili

prohibit any such competing facilities.

(k)  Rights of Inspection. The Corporation, the Trustee, and the owners of 10% or more
in principal amount of the Bonds of any series shall have the right at all reasonable times to inspect
the Cities’ System and al] records, accounts, and data of the Cities relating thereto, and upon request
the Cities shall furnish to the Corporation, the Trustee, and such owners of Bonds such financial
statements, reports, and other information relating to the Cities and the Cities’ System as any such
person may from time 1o time reasonably request.

) Salc, Lease, or Disposal of Property by the Cities. No part of the Cities’ Systemn shall
be sold, leased, mortgaged, demolished, removed, or otherwise disposed of, except as follows:

(1)  To the extent permitted by law, a City may sell or exchange at any time and
from ime to time any property or facilities constituting its part of the Cities’ System only if (i) it shall
determine such property or facilities are not usefu] in the operation of the Cities’ System, or (ii) the
proceeds of such sale are $250,000 or less, or it shall have received a certificate executed by the City
Engineer of Record and the City Manager stating, in their opinion, that the fair market value of the
property or facilities exchanged is $250,000 or less, or (iii) if such proceeds or fair market value
exceeds $250,000 it shall have received a certificate executed by the City Engineer of Record and
the City Manager stating (A) that system within the Cities’ System of which the property or facilities
comprises a part thereof and (B) in their opinion, that the sale or exchange of such property or
facilities will not impair the ability of the Cities to comply during the current or any future year with
the provisions of Section 5.03(b) of this Contract. The proceeds of any such sale or exchange not
used to acquire other property necessary ar desirable for the safe or efficient operation of the Cities’
Systern shall forthwith, at the option of the Cities be used as provided in the ordinances of the Cities
authorizing its Cities Utility Bonds.

@) To the extent permitted by law, a City may lease or make contracts or grant
licenses for the operation of, or make arrangements for the use of, or grant easements or other rights
with respect o, any part of its portion of the Cities’ System, provided that any such lease, contract,
license, arrangement, easement or right (i) does not impede the operation by the Cities of the Cities’
System and (ii) does not in any manner impair or adversely affect the rights or security of the
Corporation under this Contract; and provided, further, that if the depreciated cost of the property
to be covered by any such lease, contract, license, arrangement, easement, or other right is in excess
of $500,000, the Cities shall have received a certificate execnted by the City Engineer of Record and
the City Manager that the action of the Cities with respect thereto does not result in a breach of the
conditions under this subsection (Z). Any payments received by the Cities under or in connection
with any such Jease, contract, license, arrangement, easement or right in respect of the Cities’System
or any part thereof shall constitute gross revenues of the Cities’ System.
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ARTICLE VI

CONTINUING DISCLOSURE

Section 6.01. Annual Reports. Following the issuance of Bonds of any series, the offer or
sale of which is not exempt from the Rule and, until the Cities are no longer obligated, contingently
or otherwise, to make Annual Payments in respect of the Bonds of such series, the Cities undertake
to and shall provide annually to each NRMSIR and any SID, within six months after the end of each
Fiscal Year, (1) financial information and operating data of the general type included in the Sale and
Offering Documents for the Bonds of such series, as specified in the Cities’ approval of such Sale
and Offering Documents pursuant to Section 3.01 hereof and (2) audited general purpose financial
statements of the Cities, if then available. Any financial statements so to be provided shall be (1)
prepared in accordance with generally accepted accounting principles for governmental agencies or
such other accounting principles as the Cities may be required to employ from time to time pursuant
to state Jaw or regulation, and (2) audited, if the Cities commission an audit of such statements and
the audit is completed within the period during which it must be provided. If the audit of such
financial statements is not complete within such period, then the Cities shall provide unaudited
financial statements within the required period, and shall provide audited financial statements for
the applicable Fiscal Year to each NRMSIR and any SID, when and if the audit report on such
statements become available.

If the Cities change their Fiscal Year, they will notify the Trustee, each NRMSIR, and any
SID in writing of the change (and of the date of the new Fiscal Year end) prior to the next date by
which the Cities otherwise would be required to provide financial information and operating data
pursuant to this Section.

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 incorporated by specific reference to any
document or specific part thereby (including an official statement or other offering document, if it
is available from the MSRB) that theretofore has been provided to each NRMSIR and any SID or
filed with the SEC. Copies of such information and operating data shall be furnished to the
Corporation at the same time the information and data are fumnished to any NRMSIR or SID.

Section 6.02. Material Evant Notices. (a) The following are the events with respect to the
Bonds which the Corporation must agree to disclose in a timely manner pursuant to the Rule, if
“material” under applicable federa) securities laws and regulations promulgated thereunder.

(1)  Principal and interest payment delinquencies;

2) Non-payment related defaults;

(3)  Unscheduled draws on debt service reserves reflecting financial difficulties;
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4) Unscheduled draws on credit enhancements reflecting financial difficulties;
(5)  Substitution of credit or liquidity providers, or their failure to perform;,

6) Adverse tax opinions or events affecting the tax-exemp! status of the Bonds;
(7)  Modifications to rights of holders of the Bonds;

(8)  Bond calls;,
(9)  Defeasances;

(10)  Release, substitution, or sale of property securing repayment of the Bonds; and

(11) Rating changes.

(b)  The Cities shall, promptly after obtaining actual knowledge of the occurrence of any
of the events enumerated in (a) above, notify the Corporation of such event and provide all
information in the format required to satisfy the requirements of the Rule. Further, the Cities shall
provide, in a timely manner, notice of any failure by the Cities to provide audited financial
statements, financial information, and operating data in accordance with Section 6.01 hereof to each

NRMSIR and each SID.

Section 6.03. Limitations. Disclaimers, and Amendments. The Cities shall be obligated to
observe and perform the covenants specified in this Article in respect of the Bonds of any series for
50 long as, but only for o long as, the Cities remains an “obligated person” with respect to the Bonds
of such series within the meaning of the Rule, except that the Cities in any event will give notice of
any deposit made in accordance with the Bond Resolution that causes Bonds of such series no Jonger

to be outstanding.

The provisions of this Article are for the sole benefit of (and may be enforced by) the owners
and beneficial owners of the Bonds, and nothing in this Article, express or implied, shall give any
benefit or any legal or equitable right, remedy, or claim hereunder to any other person. The Cities
undertake to provide only the financial information, operating data, financial statements, and notices
which they have expressly agreed to provide pursuant to this Article and do not hereby undertake to
provide any other information that may be relevant or material to a compiete presentation of the
Cities' financial results, condition, or prospects or hereby undertake to update any information
provided in accordance with this Article or otherwise, except as expressly provided herein. The
Cities makes no 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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UNDER NO CIRCUMSTANCES SHALL THE CITIES BELIABLE TO THE OWNER 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
CITIES WHETHER NEGLIGENT OR WITHOUTFAULT ONITS PART, OF ANY COVENANT
SPECIFIED IN THIS ARTICLE, BUT EVERY RIGHT ANDREMEDY 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.

No default by the Cities in observing or performing its obligations under this Article shall
comprise a breach of or default under this Contract for purposes of any other provision of this
Contract.

Nothing in this Article is intended or shall act to disclaim, waive, or otherwise limit the
duties of the Corporation or the Cities under federal and state securities laws.

The provisions of this Article may be amended by the Corporation and the Cities 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 Corporation or the
Cities, but only if (1) the provisions of this Article, as so amended, would have permitted an
underwriter to purchase or sell Bonds of the applicable series in the primary offering of the Bonds
of such series in compliance with the Rule, taking into account any amendments or interpretations
of the Rule since such offering as well as such changed circumstances, and (2) either (a) the owners
of 2 majority in aggregate principal amount {or any greater amount reguired by any other provision
of this Contract that authorizes such an amendment) of the outstanding Bonds of each such series
affected consent to such amendment or (b) an entity that is unaffiliated with the Corporation or the
Cities (such as nationally recognized bond counsel) determines that such amendment will not
materially impair the interest of the owners and beneficial owners of the Bonds of such series and
is permitted by the terms of the Asticle. If the Corporation and the Cities so amend the provisions
of this Article in connection with the financial or operating data which the Cities are required to
disclose under Section 6.01 hereof, the Cities shall provide a notice of such amendment to be filed
in accordance with Section 6.02(b) hereof, together with an explanation, in narrative form, of the
reason for the amendment and the impact of any change in the type of financial information or
operating data to be so provided. The Corporation and the Cities may also amend or repeal the
provisions of this Article if the SEC amends or repeals the applicable provision of the Rule or a court
of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to
the extent that the provisions of this sentence would not prevent an underwriter from lawfully
purchasing or selling Bonds in the primary offering of the Bonds.
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ARTICLE VII
COMPLIANCE WITH FEDERAL STATE AND LOCAL LAWS

Section 7.01. Compliance with Federal. State and Local Laws. In addition to the provisions
of Section 8.08 hereof, this Contract is subject to all applicable federal and State laws and any
applicable permits, ordinances, rules, orders and regulations of any local, state or federal government
authority having or asserting jurisdiction. The Contract is specifically subject to the rules of the
TNRCC and the Corporation shall have the right to terminatc this Contract upon the Cities' non-
compliance with the rules promulgated by the TNRCC. Pursuant to those rules the parties will

comply with the following requirements:

Section 7.02. Recordkeeping and Reporting. The Cities and the Corporation shall maintain
records on site for a period of five (5) years.

1. Records to be maintained by the Corporation include:

A. copies of notifications made to the TNRCC conceming water projects;

B. as applicable, copies of contracts made with each water user.
C. records of volume of water delivered to each water user per delivery.

D. water quality analyses.

2. The Corporation shall report to the TNRCC on a monthly basis the following
information on forms furnished by the Executive Director of the TNRCC.

A. volume of water delivered to the Cities.

B. quality of water delivered to the Cities reported as a monthly average
for cach quality criteria except those listed as “not to exceed” which
shali be reported as individual analyses.

Such reports are due to the TNRCC by the 20th day of the month following the reporting
period.

The foregoing requirements of this Article VII shall be amended as necessary to comply with
the rules of the TNRCC.

All costs of compliance with the rules of the TNRCC shall be paid by the Corporation, but
such costs shall be considered an Operation and Maintenance Expense.
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ARTICLE Vi1

GENERAL PROVISIONS

Section 8.01. Participation by the Parties. The Corporation and each of the Cities each
represents to the others that it is empowered by law to participate in the acquisition, construction,
and financing of the Project, and to execute this Contract and other agreements and documents as
are or may hereafter be required to accomplish the same; and that its participation in the Project and
execution of this Contract have been duly authorized by action of its governing body at 8 meeting
conducted in accordance with the Texas Open Meetings Act, as amended, Chapter 551, Texas
Government Code. The Corporation and each of the Cities agree to furnish to the other such
documentation or evidence of its authority to so participate and execute the contracts and other
agreements as the other party may reasonably request, and to take and perform such other and further
actions and execute such other agreements and documents as may be reasonably required to carry
out the provisions of this Contract.

Section 8.02. Insurance. (a) The Corporation agrees to carry public liability insurance on the
Project for purposes and in amounts which ordinarily would be carried by a privately owned utility
company owning and operating such facilities, except that the Corporation shall not be required to
carry liability insurance except to insure itself against risk of loss due to claims for which it can, in
the opinion of the Corporation’s legal counsel, be potentially liable considering relevant
governmental immunities of the Cities and the Corporation. The Corporation shall also carry
property casualty insurance in the amount of the replacement value of all improvements and personal
property connected with the Project (less a deductible comparable to the deductible on the Cities’
property insurance for Cities property generalily).

All premiums for such insurance shall constitule an expense of the Project but may be paid
out of the proceeds of the Bonds to the extent that such proceeds are available. In the event the
Corporation is required to pay a deductible with respect 1o a claim under any such policy, the amount
of such deductible shall constitute an expense and shall be paid by the Cities.

(b)  The Corporation shall require the contractor or contractors employed for construction
of the Project to carry insurance coverages throughout the construction period in at least the
following amounts: (1) workers’ compensation: State law limits; (2) general liability (including
contractual Jiability) and antomobile liability: one hundred thousand dollars ($100,000) per person
and per occurrence for bodily injury and one hundred thousand dollars ($100,000) for property
damage; (3) builder’s risk: full replacement value of improvements; (4) performance and payment
bond: full value of contract; (5) cost overrun insurance; and (6) timely completion insurance. The
Cities shall be fumished with a certified copy of such effective policy of insurance prior to
comumencement of construction. Such insurance policies shall name the Corporation and the Cities
as additional insureds, and the Corporation shall be provided with a certificate of insurance showing
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the required coverages and providing that the policies may not be canceled, changed, or not renewed
unti] the Corporation has been given thirty (30) days prior written notice of such event.

{c)  The insurance required by this section may be modified by written agreement of the
Cities and the Corporation, in accordance with good business practice. Any questions about the
scope of coverage required hereunder shall be resolved by written agreement between the Cities and
the Corporation. The parties can agree to substitute an owner controlled insurance program for any
of the above specified insurance reguirements.

Section 8.03. Force Majeure. If by reason of Force Majeure any party hereto shail be
rendered unable wholly or in part to carry out its obligations under this Contract, other than the
obligation of the Cities to make the payments required under Sections 3.05, and 5.02 of this
Contract, then if such party shall give notice and full particulars of such Force Majeure in writing
to the other party within a reasonable time after the occurrence of the event or cause relied on, the
obligation of the party giving such notice, so far as it is affected by such Force Majeure, shall be
suspended during the continuance of the inability then claimed, but for no longer period, and any
such party shall endeavor to remove or overcome such inability with all reasonable dispatch. The
term “Force Majeure” as employed herein shall mean acts of God, strikes, lockouts or other
industrial disturbances, acts of public enemy, orders of any kind of the Government of the United
States or the State of Texas, or any civil or military authority, insumrection, riots, epidemics,
landslides, lightning, earthquake, fires, hurricanes, blue northers, storms, floods, washouts, droughits,
arrests, restraint of government and people, civil disturbances, explosions, breakage or accidents to
machinery, pipelines or canals, partial or entire failure of water supply, inability on the part of the
Corporation 1o deliver water for any reason, or on account of any other causes not reasonably within
the control of the party claiming such inability.

Section 8.04. Unconditional Obligation to Make Payment. Recognizing the fact that the

Cities urgently require the facilities and services of the Project, and that such facilities and services
are essential and necessary for actual use and for standby purposes, and recognizing the fact that the
Annual Payments to be received from each of the Cities will be the primary source of funds
available to the Corporation and the Trustee to pay the Bonds, and recognizing the fact that
purchasers of Bonds will rely on the obligation of the Cities to make Annual Payments in accordance
with the provisions of this Contract, each of the Cities hereby waives all rights of set-off,
recoupment, counterclaim, suspension, deferment, reduction, and amendment, with respect to
making the Annual Payments against the Corporation, the Trustee, and any other direct or indirect
recipients of Annual Payments, and the Cities agree that, if the Bonds are issued, they shall be
unconditionally obligated to pay the Annual Payments as provided and determined by this Contract,
regardless of whether or not the Corporation actually acquires, constructs, or completes the Project
or breaches any obligation on its part herennder, and whether or not the Cities actually uses the
Project, whether due to Force Majeure or any other reason whatsoever, regardless of any other
provisions of this Contract, any other contract or agreement between any of the parties hereto. This
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covenant by each of the Cities shall be for the benefit of and enforceable by the owners of the Bonds
and/or by the Corporation.

By entering into this Contract and performing its obligations under any Section of this
Contract, the Cities do not release any persons from or waive any claims against such persons that
the Cities may have resulting from actions by such persons contrary to that person’s legal obligations.

Section 8.05. Term of Contract. This Contract shall be effective from and after its date, and
this Contract shall continue in force and effect until the principal of and interest on all Bonds shall
have been paid or provision for the payment of all of the Bonds has been made in accordance with
the terms of the Bond Resolution and thereafter continue in force and effect during the entire useful
life of the Project. When the principal of and interest on all Bonds shall have been paid or provision
for the payment of all of the Bonds has been made in accordance with the terms of the Bond
Resolution and all amounts owed to the Corporation, the Trustee, or any other person hereunder have
been paid, all money held by the Trustee or the Corporation pursuant to the terms of the Bond
Resolution shall be paid to the Corporation. Upon the termination of this Contract, the Corporation
will charge each of the Cities a per gallonage charge (or other published rate) for water delivered to
the Cities in accordance with the Corporation’s then existing rate schedule.

Section 8.06. Modification. No change, amendment, or modification of this Contract shall
be made or be effective which will affect adversely the prompt payment when due of all money
required to be paid by the Cities under the terms of this Contract and no such change, amendment,
or modification shall be made or be effective which would cause a violation of any provisions of any
Bond Resolution.

Section 8.07. Addresses and Notice. Unless otherwise provided herein, any notice,
communication, request, reply, or advice (herein severally and collectively, for convenience, called
“Notice™) herein provided or permitted to be given, made, or accepted by any party to the other
parties must be in writing and may be given or be served by depositing the same in the United States
mail postpaid and registered or certified and addressed to the party to be notified, with return receipt
requested, or by delivering the same to an officer of such party, or by prepaid telegram when
appropriate, addressed to the party to be notified. Notice deposited in the mail in the manner
hereinabove described shall be conclusively deemed to be effective, unless otherwise stated herein,
from and after the expiration of three days after it is so deposited. Notice given in any other manner
shall be effective only if and when received by the party to be notified. For the purposes of notice,
the addresses of the parties shall, until changed as hereinafter provided, be as follows:
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If to the Corporation;

President, Board of Directors

Schertz/Seguin Local Government Corporation
c/o City Manager

City of Schestz, Texas

1400 Schertz Parkway

Schertz, Texas 78154

If to the Cities:

City Manager

City of Schertz, Texas
1400 Schertz Parkway
Schertz, Texas 78154

City Manager

City of Seguin, Texas
210 East Gonzales
Seguin, Texas 78155

The Corporation and the Cities hereto shall have the right from time to time and at any time to
change their respective addresses and each shall have the right to specify as its address any other
address by at least fifteen (15) days’ written notice o the other parties.

Section 8.08. State or Federal Laws, Rules, Orders, or Regulations. This Contract is subject
1o all applicable federal and State laws and any applicable permits, ordinances, rules, orders, and
regulations of any local, state, or federal governmental authority having or asserting jurisdiction but
nothing contained herein shall be construed as a waiver of any right to question or contest any such
law, ordinance, order, rule, or regulation in any forum having jurisdiction and the Cities and the
Corporation represent that, to the best of their knowledge, no provisions of any applicable federal
or State law, including the City Charters of the Cities, nor any permit, ordinance, rule, order, or
regulation of either party will limit or restrict the ability of either party to carry out their respective
obligations under or contemplated by this Contract.

Section 8.09. Severability. The parties hereto specifically agree that in case any one or more
of the sections, subsections, provisions, clauses, or words of this Contract or the application of such
sections, subsections, provisions, clauses, or words to any situation or circurnstance should be, or
should be held to be, for any reason, invalid or unconstitutional, under the laws or constitutions of
the State or the United States of America, orin contravention of any such laws or constitutions, such
invalidity, unconstitutionality, or contravention shall not affect any other sections, subsections,
provisions, clauses, or words of this Contract or the application of such actions, subsections,
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provisions, clauses, or words 10 any other situation or circumstance, and it is intended that this
Contract shall be severable and shall be construed and apphed as if any such mvalid or
unconstitutional section, subsection, provision, clause, or word had not been included herein, and
the rights and obligations of the parties hereto shall be construed and remain in force accordingly.

Section 8.10. Remedies Upon Default. It is not intended hereby to specify (and this Contract
shall not be considered as specifying) an exclusive remedy for any default, but all such other
remedies (other than termination) existing at law or in equity may be availed of by either party hereto
and shall be cumulative. Recognizing that failure in the performance of the Cities’ obligations
hereunder could not be adequately compensated in money damages alone, each of the Cities agrees
in the event of any default on its part that the Corporation and the owners of the Bonds as third-party
beneficiaries shall have available to them the remedies of mandamus and specific performance in
addition to any other legal or equitable remedies (other than termination) which may also be
available to them. Notwithstanding anything to the contrary contained in this Contract, any right or
remedy or any defauit hereunder, except the right of the Corporation to receive the Annual Payments
and the provision of Section 3.09 hereof, which shall never be determined to be waived, shall be
deemed to be conclusively waived uniess asserted by a proper proceeding at law or in equity within
two (2) years plus one (1) day after the occurrence of such default. No waiver or waivers of any
breach or default (or any breaches or defaults) by any party hereto or of the performance by any other
party of any duty or obligation hereunder shall be deemed a waiver thereof in the future, nor shall
any such waiver or waivers be deemed or construed to be a waiver of subsequent breaches or defaults
of any kind, character or description, under any circumstances.

Section 8.11 Venue. All amounts due under this Contract, including, but not limited to,
payments due under this Contract or damages for the breach of this Contract, shall be paid and be
due in Guadalupe County, Texas, which is the County in which the principal administrative offices
of the Corporation are Jocated. It is specifically agreed among the parties to this Contract that
Guadalupe County, Texas, is the place of performance of this Contract; and in the event that any
legal proceeding is brought to enforce this Contract or any provision hereof, the same shall be
brought in Guadalupe County, Texas.

Section 8.12. Statntory Authority. In entering into this Contract and performing all duties
and obligations hereunder, the Cities and the Corporation exercise their authority under and in
accordance with the State Constitution and Jaws including, but not limited to, the Act, Chapter 402,
as amended, Texas Local Government Code; Chapter 1502, as amended, Texas Government Code
(formerly Texas Revised Civil Statutes Annotated Articles 1111 through 1118), the Cities’ Home
Rule Charter; Chapter 1371, as amended, Texas Government Code (formerly Texas Revised Civil
Statutes Annotated Article 717q,) and all other Jaws which may authorize this Contract, all of which
provisions and laws, cited or not cited herein, shall cumulatively provide the authority for this
Contract.
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Section8.13. Indemnification. FOR SO LONG AS THE BONDS ARE OUTSTANDING
AND UNPAID, AND ALSO WITH RESPECT TO ANY CLAIM THAT MAY ARISE OUT
OF THE OFFER AND SALE OF THE BONDS OF ANY SERIES OR THE ALLEGED
MISSTATEMENT OR OMISSION OF A MATERIAL FACT IN OR FROM ANY SALE
AND OFFERING DOCUMENT RELATING TO EITHER OF THE CITIES USED IN
CONNECTION THEREWITH, TO THE EXTENT PERMITTED BY LAW,EACH OF THE
CITIES AGREES TO INDEMNIFY AND SAVE AND HOLD HARMLESS THE
CORFPORATION, AND THE OTHER CITY, ITS OFFICERS, DIRECTORS, AGENTS,
FINANCIAL ADVISORS, ATTORNEYS, AND EMPLOYEES, AND THE
UNDERWRITERS OF ANY SUCH OFFERING AND THEIR DIRECTORS, OFFICERS,
EMPLOYEES, AND AGENTS, AND ALL PERSONS WHO CONTROL THE SAME
WITHIN THE MEANING OF THE FEDERAL SECURITIES LAWS, FROM AND
AGAINST ALL CLAIMS THAT MAY ARISE AS A RESULT OF ANY UNDERTAKING,
ACT, OR OMISSION, WHETHER NEGLIGENT OR NOT, WHICH IS DONE OR
OMITTED TO BE DONE BY THE CITIES OR ANY OF THEIR OFFICERS,
COUNCILMEN, AGENTS, ATTORNEYS, AND EMPLOYEES, RELATING TO THE
PROJECT OR PROVIDING INFORMATION FOR INCLUSION IN THE SALE AND
OFFERING DOCUMENTS. IF ANY SUCH CLAIM IS BROUGHT AGAINST ANY SUCH
INDEMNIFIED PERSON, THE CITIES SHALL PAY ALL COSTS INCURRED BY SUCH
PERSON IN DEFENDING AND (SUBJECT TO APPLICABLE RULES OF ATTORNEY
CONDUCT) MAY CONTROL THRE DEFENSE OF SUCH: CLAIM.

Section 8.14. Contract not for Benefit of Third Parties. This Contract is made for the
exclusive benefit of the Cities, the Corporation, the Trustee, the owners of the Bonds, the parties to
any Credit Agreements, the underwriters of any offering of and remarketing agent and tender agent,
if any, for any Bonds, and their respective successors and assigns herein permitted, and not for any
third party or parties other than the Corporation (including its officers, directors, employees, agents,
and attorneys), the Trustee, the owners of the Bonds, the Cities, and the parties to any Credit
Agreements, the underwriters of any offering of and remarketing agent and tender agent, if any, for
anyBonds, the other persons indemnified by Section 8.13 hereof, and their respective successors and
assigns herein permitted, any rights or remedies under or by reason of this Contract,

Section 8.15. Succession and Assignment. This Contract is binding on and inures to the

benefit of the parties hereto and their respective successors, representatives, and assigns. This
Contract may not be assigned by either party hereto without (i) complying with any provisions
relating to the right of the parties to assign this Contract contained in the Bond Resolution and
(ii) prior written notice to and approval by the other party, which consent may be withheld without
cause. The provisions of this Section do not affect the assignment of the Corporation’ rights under
this Contract to the Trustee pursuant to Section 3.08.
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Section 8.16. Incorporation of Preamble Recitals. Therecitals contained in the preamble
hereof are hereby found to be true, and such recitals are hereby made a part of this Contract for all
purposes and are adopted as a part of the judgment and findings of the Corporation and the Cities.

Section 8.17. Independent Contractor. As among the parties, the Corporation shall be
solely responsible for the operation of the Project to produce and treat groundwater and to transport
water to the Cities pursuant to this Contract (except to the extent the Corporation and the Cities enter
into agreements for the Cities to operate parts of the Project); and the Corporation shall be an
independent contractor in the operation of the Project.

Section 8.18. Financing Statement. Each of the Cities agrees at the request of the
Corporation they shall execute a financing statement in a form satisfactory to the Corporation and
meeting the requirements of the Texas Uniform Commercial Code to perfect any security interest
created hereby. The Cities further agree to execute such continuation statements or other documents
as may be necessary to maintain any such security interest.

Section 8.19. Entire Agreement.

This Contract constitutes the entire agreement among the parties with respect to the matters
described herein.

Section 8.20. Applicable Law.

This Contract shall be governed by and construed in accordance with the laws of the State,
and the obligations, rights, and remedies of the parties hereunder shall be determined in accordance
with such laws without reference to the laws of any other state or jurisdiction, except for applicable
federa) Jaws, rules, and regulations.

Section 8.21. Counterparts.

This Contract may be executed in counierparts, each of which shall be an original and all of
which together shall constitute but one and the same instrument.

Section 8.22. Reservation of Rights to Utilize the Texas Water Development Board’s State

Participation Account Program. The Cities and the Corporation hereby agree that the Corporation
mnay file an application with the Texas Water Development Board (the “TWDB™) to seek financial
assistance pursuant to the TWDB’s State Participation Account (the “TWDB Program™) as
avthorized pursuant to Article ITI, Sections 49-d, 49-d-2, and 49-d-8 of the Texas Constitution and
Chapter 16, Subchapters E and F, as amended, Texas Water Code. To the extent the Corporation
utilizes the TWDB Program to access funds to complete the Project, the TWDB Program’s rules and
regulations require that the TWDB take an undivided ownership interest in up to 50% of the
infrastructure improvements comprising the Project. This undivided ownership interest is
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represented by a master agreement and other documents to be executed between the Corporation and
the TWDB to effectuate the Corporation’s financial participation in the TWDB Program. Under the
TWDB Program, the Corporation will be obligated (and the Cities will be obligated to make Annual
Payments to reflect this financia) obligation) to make lease or other rental payments to the TWDB
to repay its financial assistance which enabled the Corporation to construct the Project in a manner
in which excess capacity in the Project was implemented on a regional basis.

[The remainder of this page intentionally left blank.]

5940336 -37-



IN WITNESS WHEREOF, the parties hereto acting under authority of their respective
governing bodies have caused this Contract to be duly executed as of the day and year first above
written.

SCHERTZ/SEGUIN LOCAL GOVERNMENT
CORPORATION

Attest. % \/ @WW
P)Yemdent Board of D ectors

ccretary, Board of Directors

CITY OF SCHERTZ, TEXAS

By:
Mayor
Attest:
City Secretary
CITY OF SEGUIN, TEXAS
By:
Mayor

Attest:

City Secretary
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IN WITNESS WHEREOF, the parties hereto acting under authonity of their respective
governing bodies have caused this Contract {0 be duly executed as of the day and year first above

written.

Attest:

SCHERTZ/SEGUIN LOCAL GOVERNMENT
CORPORATION

By:

President, Board of Directors

Secretary, Board of Directors

Attest:

CITY OF SCHERTZ, TEXAS

By:

Mayor

City Secretary

Attest:

A/ﬁﬂﬂu %WW/&

Cny Secretary
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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 as of the day and year first above
written.

SCHERTZ/SEGUIN LOCAL GOVERNMENT
CORPORATION

Attest: By:

President, Board of Directors

Secretary, Board of Directors

Ceen

Attest:

City Secrelary

CITY OF SEGUIN, TEXAS

By:

Mayor

Attest:

City Secretary
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Table 2-8
SSLGC
Existing Contract Commitments
(From Gonzales Well Field)

Schertz 8,351 5,801
Seguin 8,351 5,801
Springs Hill 560 521

Converse 500 500

Universal City 800 1,000
Selma 800 1,000
SAWS! - 9,500
TOTAL 19,362 24,123

1. SAWS provides water from its Buckhorn Well Field and is therefore not included in the SSLGC quantity.



AGREEMENT FOR MANAGEMENT SERVICES
BETWEEN THE CITY OF SCHERTZ AND
THE SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION

THE STATE OF TEXAS

KNOWN ALL MEN BY THESE PRESENTS:
COUNTY OF GUADALUPE

THIS AGREEMENT, executed the 16® day of JULY, 2015, by and between the City of
Schertz, a municipal corporation, acting by and through its City Manager, situated in Guadalupe
County, Texas (hereinafter referred to as “Schertz”), and the Schertz/Seguin Local Govemment
Corporation (hereinafter referred to as “SSLGC”) acting by and through its Genetal Manager is as

follows:

WITNESSETH:
I

Schettz agrees to provide certain management, administrative, operational, customet relations,
and financial setrvices to SSLGC according to the terms of this Agreement. The Gencral Manager of
SSLGC shall be an employee of Schertz but shall be assigned to SSLGC and shall be charged with the
responsibility of carrying out SSLGC’s operations and progtams as adopted by the SSLGC Board.
SSLGC agtees that the General Manager may be tertninated as an employee only by Schertz, but as
long as this Agreement remains in effect, Schertz shall consult with SSLGC ptior to terminating the
General Managet. Direct services Schettz shall perform for SSLGC pursuant to this Agreement shall
include, but not limited to the following:

1. Preparing all reports and keeping records requited by the SSLGC Boatd,;
2. Administering and monitoring all contracts authorized by the SSLGC Boatd;

3. Preparing the budget for the upcoming year for review and approval by the SSLGC
Board and City Councils of Schertz and the City of Seguin;

4. Monitoting the progtress of and report to the SSLGC Board and SSLGC General
Manager concerning operations of SSLGC water systems;

5. Preparing all reports, records, etc. required by TCEQ, EPA and other applicable
agencies; and

6. (Subject to Article IX of this Agreement) providing risk management setvice in
accordance with the requirement of the SSLGC’s bond resolutions, the water
supply agreement with Schertz and the City of Seguin, the terms of this
Agreement, and directives of the SSLGC Board.

Schertz’s services under this agreement are subject to ovetsight and direction by the SSLGC Board
and the SSLGC General Manager. Schertz will procure SSLGC Board approval for all contracts and
management deasions affecting SSLGC and governed by the terms of this Agreement. In petforming



The SSLGC Administrative Building at 108 W. Mountain Street, Seguin, Texas 78155, will be
known as the Jocation of the SSLGC Administrative Office and SSLGC Meeting site.
VL.

Subject to eatly tetmination as provided in Article VII below, this Agreement shall be in effect
for a petiod of one year commencing OCTOBER 1, 2015 and ending SEPTEMBER 30, 2016,
unless otherwise renewed or extended at the discretion of both parties.

VIL
TERMINATION:

1. This Agteement may be terminated by Schertz or SSLGC, in whole, ot from time to time in
part, upon ninety (90) day written notice from the terminating patty to the other party. The
effective date of termination shall be ninety (90) days after delivery of Notice of Termination
specifying to what extent petformance or wotk under the Agreement shall be terminated
ninety (90) days after receipt by the notified party.

2. After receipt of a Notice of Termination Schertz shall:
2. Stop work on the date as specified in the Notice of Termination to extent possible.

b. Place no further orders or subcontracts except as may be necessaty for completion of
the work not terminated.

c. Terminate all order a0d subcontracts to the extent that they relate to the performance
of work terminated by the Notice of Termination in so far as possible.

d. SSLGC shall pay expenses incurred through the date of termination.
VIIL

It is expressly understood that Schertz and SSLGC each retain the right to putsue other
avenues for development and operation of public water systems, when it is determined to be in the
best interest of Schertz or SSLGC to do so, and this Agteement shall not limit either Schertz’s right
or SSLGC’s right to pursue such interests.

IX.

It is the intent of the parties for SSLGC to acquite, after consultation with Schertz, insurance
and othet risk management programs to protect SSLGC, its property, and its participants.

To the extent permitted by law and to the extent SSLGC is protected by insurance ot other
risk management program, SSLGC shall defend, indemnify and hold harmless Schertz from and
against claims, demands, actions, judgments, and liabilities asserted by any person other than SSLGC
arising out of the petformance by Schertz of its services on behalf of, and as agent of, SSLGC under
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THE STATE OF TEXAS X

COUNTIES OF BEXAR, X ' CONTRACT FOR SEWERAGE SERVICE

COMAL, AND GUADALUPE |

THIS CONTRACT is made and entered into as of the _ /5%
day of .{ééa£iﬁi§‘£ 1985, by and between the Cibolo Cree
Municipal Authordty, (hereinafter called "Authority") and the

city of Schertz, Texas, (hereinafter called "City"). This Contract

supersedes and replaces the contract of March 21, 1973 between the
Authority and the City.

WITNESSETH:

WHEREAS, the Authority was created and established as a
governmental agency, body politic and corporate, and a conservation
and reclamation district under Articel XVI, Section 59 of the
Constitution of the State of Texas, by Chapter 347, Acts of the
62nd Legislature, Regular Session, 1971, and amended in 1977
by Senate Bill 137; and,

WHEREAS, the Texas Water Quality Board has designated the
Authority as the governmental entity to develop a regional sewerage
system in that area of the Cibolo Creek watershed heretofore
designated (by Board Order No. 70-0327-2) as a regional area;
and has charged the Authority with the responsibility of the design,
construction, and operation of such regional sewerage system; and

WHEREAS, such regional sewerage system of the Authority is
to consist of sewage treatment plants and outfall and interceptor
lines; and the Authority shall be, and is, responsible for the
design, construction, and maintenance of all portions of the sewer
system within the aforesaid area that are eligible for grants under
Public Law 95-217, while other portiocns of the system (collectors)
are to be maintained and constructed by various political subdivisions
within such area, and others; and,

WHEREAS, the said sewage collection system of the City,
when constructed, is to be incorporated as an integral part of
the regional sewerage system and the execution hereof by the
parties is considered proper and expedient in order to provide
the regional or area-wide waste collection, treatment and disposal
system which is necessary to prevent pollution and maintain and
enhance the quality of water in the area; and

WHEREAS, the parties hereto, by their respective governing bodies
DO HEREBY FIND and DETERMINE:

(1) That a regional or area-wide system is necessary
and desirable to prevent pollution and maintain
and enhance the quality of water in the area;

{(2) That the regional system of the Authority is capable
of servicing the wastewater collection, treatment,
and disposal needs of all of said area;

(3) That the Authority as owner or operator of said
system is agreeable to providing such services
in full conformity with the aforesaid order or
the Texas Water Quality Board; and

{4) That the operation of the sewage treatment system
by the Authority will be more economical (by reason
of scale) than the operation of the sewage treatment
system by the City; and



(5) That it is the desire of the parties signatory
that costs for performing sewage transportation

and treatment should be distributed to the users
to assure:

(a) Uniform charges;

{b) economic efficiency and administrative
simplicity; and

{c} revenue adequacy;

so that the region as a whole will benefit from
the improved quality of the treatment of sewage
and the consequent improvement of the quality

of water and the environment of the region; and

WHEREAS, this contract is intended to assist in implementing
State and Federal policy to establish and control the gquality
of water in the State, and control, prevent, and abate the pollu-
tion thereof, and encourage and promote the development and use
of regional and area-wide waste collection, treatment, and disposal
systems to serve the waste disposal needs of the citizens of
the State; NOW, THEREFORE, the parties hereto, in consideration
of the mutual agreements and undertakings hereinafter set forth,
hereby contract and agree as follows:

ARTICLE I
Definitions:

SECTION 1.01: Unless the context shall indicate a contrary
meaning or intent, the terms below defined, for all purposes
of this contract amendatory or supplemental hereto, shall be
construed or used, and are intended to have meanings, as follows:

(a) *“additional contracting party or parties" means
any city or other person, as defined in Chapter
25 of the Texas Water Code, other than the parties
hereto, who shall enter or have entered into a
contract with the Authority under which the Authority
is to furnish service to such city or other person
through the system.

{b) "debt of the system" means:

{i) the amount required by the proceedings autho-
rizing the issuance of bonds of the Authority
to be set aside and provided for the payment
and security of each series of bonds delivered
by the Authority to provide for the construc-
tion of all or part of the system or for
the improvement, repair or extension thereof;
and

(ii) the cost of the treatment plant of any addi-
tional contracting party which (a) is located
in whole or in part in the service area of
the Authority and {b) which party (as the
owner thereof) executes a contract with the
Authority whereby the Authority operates
the same. Costs of any such treatment plant
shall be determined as provided in Section
4.11,

{c) "engineer" means an independent consulting engineer
of national repute as may be selected by the Autho-
rity for services in connection with the system.
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(d) "fiscal year"” means the twelve-month period begin-
ning October 1 of each year.

(e) *"industrial waste order” means any order, resolution,
or ordinance adopted by the parties or additional
contracting parties to control or regulate the
discharge into the system of:

(i) ligquid and water-carried wastes from industrial
processes, as distinguished from sanitary
sewage, Or

(ii) garbage (solid wastes from the preparation,
cooking, and dispensing of food and from
handling, storage, and sale of produce)} or

(iii) grease (fats, waxes, oils and other similar
materials in waste water, as determined
by procedures specified in the then latest
edition of "Standard Method for Examination
of Water and Waste Water" published by
the American Public Health Association, Inc.)

{f) "local sewerage facilities™ shall mean all facilities
owned or operated by the City or one or more of
the additional contracting parties for the local
collection of sewage to be delivered to the system.

{(g) "maintenance and operation expense" means all
costs of repairs and replacements of the system,
all costs of maintenance and operation of the
system, including (for greater certainty but without
limiting the generality of the foregoing) supervi-
sion, general administration, engineering, account-
ing, auditing, annual reports, payments made by
the Authority in satisfaction of judgments resulting
from claims not covered by the system's insurance,
any costs arising in connection with the operation
of the system, legal expense, and any other supplies,
insurance, services and equipment necessary for
proper operation and maintenance of the system.
Such term shall not include depreciation.

(h) "meter" means any device used to measure sewage
flow {or, where applicable, the flow of potable
water).

{i) "metered discharge" means the volume of sewage
flow, expressed in millions or thousands of gallons,
introduced into the system.

(j) "point of entry" is a designated location in the
system at which a particular contracting party
may discharge sewage into the system.

(k) "sanitary sewage" means liquid and water-carried
waste discharged from the sanitary conveniences
of dwellings and other buildings,

{1) *"system" means

(i) the sewage treatment plant or plants owned
or operated by the Authority together with
all future extensions, betterments, replace-
ments, or additions thereto constructed
or otherwise acquired with the proceeds
of financing accomplished by the Authority;
and



{ii) the other facilities (including interceptors)
to provide for the receiving, transporting,
treating, and disposing of sewage which
the Authority is obligated to receive under
the terms of this or a similar contract;
said term shall include only those facilities
which are constructed or acquired, or the
use of which is arranged for, by the Authority
to afford service in the Service Area of
the Authority which can economically and
efficiently be served by the system, irrespec-
tive of whether the facilities of said system
are physically interconnected. Specifically,
the term includes any facilities leased
by the Authority or operated for or on behalf
of the City or an additional contracting
party.

ARTICLE 11X

Representations and Agreements:

SECTION 2.01: The City's Representations and Agreements -
In connection with ifs undertakings hereunder, the City represents

as follows:

{a)

{(b)

{c)

(d)

{e)

(£)

{g)

In its capacity as a duly incorporated city of

Texas, it is empowered under applicable laws of
Texas, particularly under the Interlocal Cooperation
Act and the Texas Water Code, to enter into the
engagements prescribed for it under this agreement
and to perform all obligations which may result
therefrom, and its governing body has duly authorized
execution of this agreement.

It will exclusively use the waste collection,
treatment, and disposal system or systems to be
provided under the terms of this agreement and

in accordance with the terms and conditions herein
set forth.

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
system.

During the time this contract is in force and
effect, it will not expend any funds for the con-
struction of its own local wastewater treatment capacity

That it will (i) plan, construct, maintain, and
finance local sewage facilities, (ii) set retail
rates to individual customers for utility service
adequate to meet its obligations including those
hereunder, (iii) bill and collect for local sewer
services, (iv) set and enforce construction standards
(plumbing codes and building ordinances) for local
lines based on regional standards, and {v) issue

tap permits on local lines forming a part of the
system,

That it will cooperate with the Authority in the
performance of the duties and respopsibilities
assigned to the Authority by this contract.

Any sewer lateral, main, or sub-main serving two
or more residential or commercial units of the
City which is connected in the future directly



or indirectly to the system shall be designed

by, and the construction shall be supervised by,
compet.nt engineers. Such engineers shall, in

the preparation of plans and specifications for
such construction, incorporate therein requirements
and methods of construction approved by the City
and the Authority.

SECTION 2.02: Representations and Agreements by the Authority -
The Authority represents to the City and agrees with such party
as follows:

(a) That it will use its best efforts to obtain maximum
State and Federal grant assistance in expanding
the Authority's system, when such expansion becomes
necessary, to the end that capital costs shall
be kept at a minimum,

(b} That the Authority will:

(i) prepare comprehensive regional plans for
water quality management, pollution control,
and abatement in its service area which

(1) are consistent with any applicable
water quality standards established pursuant
to current law;

{2) endeavor to maintain disposal systems

as will provide the most effective and econom-
ical means of collection, storage, treatment,
and purification of waste, and recommend

means to encourage rural, municipal, and
industrial use of such works and systems;

and

(3) récommend maintenance and improvement

of water quality standards within said area
and recommend methods of adequately financing
those facilities as may be necessary to
implement the plan.

{ii) join in the performance of planning functions
with any public agency and enter into planning
agreements for such term and upon such condi-
tions as may be deemed desirable so as to
provide coordinated planning on an area-wide
scale;

{iii) evaluate the planning as facilities are
completed; and

(iv) encourage the development and enforcement
of wastewater standards within its service area.

The planning by the Authority shall be comprehensive in
nature, shall consider the sources of water, recycling, pollution
sources, pollution abatement techniques, and devices as well
as the use of water within the region. Local influence and input
shall be obtained for the planning of interceptors.

ARTICLE III

Procedures to Insure Quality:

S5ECTION 3.01: Points of Entry - The system shall accept
sewage only from the City and additional contracting parties.

Sewage will be accepted into the system at those points where the

City's collection system joins the Authority's interceptor lines.
All such points will be considered points of entry.

5



~— ~

SECTION 3.02: Quality - The City agrees to limit its discharge
into the system to those that are defined as admissible discharges
in the industrial waste order and curtail the discharge of any wastes
that have the characteristics of prohibitive discharges, and revisions
to the industrial waste orders of the parties hereto will periodically
become necessary so as to comply with these latest standards. It is
the intention of this contract that the respective industrial waste
orders be reviewed periodically by the parties; and each hereby co-
venants to revise its order in accordance with the latest standards
of any Federal or State agency having requlatory powers within ninety
(90) days of receipt of notice from one party to the other of such
change. '

SECTION 3.03: Testing Quality - At regular intervals to be de-
termined by the Authority, the Authority will collect twenty-four
hour composite samples of all sewage at each point of entry and
cause same to be analyzed by American Public Health Association
standard methods.

Should the analysis disclose concentrations higher than
those permitted by the industrial waste order, the Authority will
at once inform the City of such disqualification. It shall be
the obligation of the City to reguire the offending originator
of said highly concentrated materials to undertake remedial pre-
treatment before discharge into the City's local sewage facilities.
The engineers will cooperate with City engineers in reaching a
satisfactory solution, but will not undertake to specify the pre-
treatment process to be employed. In some borderline cases of
excessive strength of industrial waste, the originating industry
and the City may be desirous of, and the Authority may be agreeable
to, negotiating terms under which the Authority will accept and
treat the over-strength waste, but the Authority makes no commit-
ment to perform such service.

SECTION 3.04: Responsibility for Wastes - The City (i) shall
have full responsibility in connection with all wastes handled by
its local sewage facilities and (ii) agrees to save and hold the
Authority harmless from all claims, demands, and causes of action,
attributable solely to factors under the City’s control, which may
be asserted by anyone on account of the transportation, delivery,
and disposal of said wastes while they are in the process of being
handled by such local sewage facilities.

SECTION 3.05: Unit of Measurement - The unit of measurement
for sewage hereunder shall be gallons, U. S. Standard Liquid Measure.

ARTICLE IV

Fiscal Matters:

SECTION 4.0l: Types of Payments for Service - For and in con-
sideration of the undertakings of the Authority hereunder, the
City agrees that it will tender to the Authority a single monthly
payment based upon the following charges:

(a) Base monthly charge - a pro rata cost of maintenance
and operation expense of the system (including power,
chemicals, and supplies required in the treatment of
sewage) .

(b) Sewer Charge - an amount adeguate to disclose its
pro rata part of the amount reguired for the amorti-
zation of the debt of the system. Such payment shall,
with respect to the debt of the system, be not less
than one-twelfth (1/12) of the regquirements to become
due within the fiscal year to which the budget relates;
provided the Authority may adjust such payments as re~
quired to provide for the accumulation of the full
amount of the sewer payments on the first day of the



month preceding the time debt service requirements
become due. In making a determination of the amount
of the sewer payments, consideration shall be given
to the amount on hand, investment income, provisions
for interest during construction from bond proceeds,
or other sources.

(c) Additional monthly charge - any amount established
as the charge to the City for the treatment of each
1,000 gallons of sewage delivered into the system
which does not meet the requirements for admissible
discharge.

(d) Nothing in this Section 4.01 or in this Article IV
shall be construed so as to prevent the Authority
from exercising its right to make such lawful charges
and assessments, including user charges, connection
fees, or any other means of obtaining revenues from
the disposal system of the Authority that it might
otherwise be authorized to make byvirture of being a
conservation and reclamation district and a designated
regional and area-wide waste treatment and disposal
authority. 1In fixing and establishing such charges and
assessments, however, the Authority shall take into
account:

(1) the volume, type, character, and quality of the
waste of each user or class of users;

(2) the technigues of the treatment required;

(3) any capital costs and debt retirement expenses
of the disposal system required to be paid
for from the charges and assessments;

(4) the costs of operating and maintaining the
system to comply with Chapter 21 of the Texas
Water Code and the permits, rules, and orders
of the Texas Department of Water Resources;

(5) any other costs directly attributable to pro-
viding the waste disposal service under standard,
accepted cost-accounting practices.

SECTION 4.02: Proration of Base Monthly Charge and Sewer Charge -
The pro rata portion of expense the City is to bear under the pro-
visions of subparagraphs (a) and (b) of Section 4.01 shall be the
proportion of such expense for the treatment of admissible discharge
which the amount of admissible discharge delivered through its local
sewage facilities to the system bears to the total amount of such
admissible discharge so delivered through all local sewage facilities.
The pro rata portion of the expenses that the City and other contract-
ing parties are to bear are determined on a gallonage system or any
other user charge system that results in each contracting party
paying its pro rata portion of the base monthly charge and the sewer
charge.

SECTION 4.03: Time of Making Payments ~ On or before the 20th
business day of each month, the City shall pay in a single payment
the charges incurred in the previous month, as listed in Section
4.01 (a), (b), and {c) above. The charges to the City in Section 4.01
(a) and (b) will be determined by application of the rate established
by the Board of Directors of the Authority for each 1,000 gallons
of sewage delivered by it to the Authority at a point of entry.
During such period (so long as the debt of the system is not increased)
such payment shall constitute the £full amount required to meet the
base monthly charge and the sewer charge for which provision is made
in paragraphs (a) and (b) of Section 4.01. The amount due as an
additional monthly charge in Section 4.01 (¢) for sewage which is
not an admissible discharge, shall not be reduced or affected by
the payments hereunder.

The amount set forth in the preceding paragraph shall be
subject to adjustment as provided in Section 4.07 (b) and 4.07 (c).
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SECTION 4.04: Covenant of Timely Payment - The City covenants
that it will timely pay (i) the sewer charges in accordance with
the provisions hereof, irrespective of whether service of the
system is available to it, or used if so available to it, or
service has been discontinued; (ii) the base monthly charges;
and (iii) the additional monthly charges, if any as the same
shall become due and payable.

SECTION 4.05: Late Payment Penalty - Should the City fail
to make any payment at the times herein specified, interest on
such amounts shall accrue at the rate of one and one-half per
cent (1-1/2%) per month from the date such payment becomes due
until paid in full, with interest as herein spec¢ified. 1In 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 mandatory injunction requiring payment of the
amount due and interest thereon, such action to be instituted
in a court of competent jurisdiction. 1In such event, the City
agrees to pay reasonable attorneys fees incurred by the Authority.

SECTION 4.06: Priority of Charges; City to Fix Adequate Rates -

{a) The City represents and covenants that all payments
to be made by it hereunder shall constitute "operating
expenses"” of its sanitary sewer system with the effect
that the obligation to make such payments from its
utility system revenues under this contract shall be
an operating expense as defined by Article 1113, Revised
Civil Statutes of Texas, 1925, as amended.

(b) The City further agrees to fix and collect such rates
and charges for utility services to its customers as
will, in combination with any other funds legally avail-
able and reasonably assured for the purpose, make possi-
ble the prompt payment of all expenses of operating and

maintaining its utility system and all payments contracted
hereunder.

SECTION 4.07: The Budget - All parties executing this instru-
ment recognize that a portion of the cost to be paid for service
supplied by the system will be calculated on the basis of estimated
quantities of sewage treated and estimated expenses; that the
Authority will be required to accumulate funds with which to
pay its debt service requirements; and that the maintenance and
the following procedures will be employed:

(a) On or before the 15th day of July prior to the close
of the fiscal year of the Authroity, the Authority
shall estimate the amount of charges payable to the
Authority by each user for the ensuing year.

(b) When the debt of the system is increased, the Authority
shall forthwith, within thirty (30) days of the deliv-
ery of its obligations, compute the additional amount
required, if any, as a sewer charge to become due prior to
the time such debt will be included in the regqular budget
process; and shall notify the City and additional con-
tracting parties of the additional amount to be paid
monthly in order to fully provide for such additional debt.

(c) By the 15th day of August each year, the governing
officials of the Authority shall transmit a copy of
the annual budget for the fiscal year commencing the
following October 1, to the City and to each additional
contracting party. By the following September 15



the City and each additional contracting party may
indicate any exceptions or suggestions and transmit
the same to the Authority. Due consideration shall

be given by the Authority to any exceptions or sugges-
tions by any such contracting party and the same shall
be incorporated insofar as consistent with the Author-
ity's rights and obligations.

SECTION 4.08: Records of Authority — The authority shall keep
detailed records and accounts of the expenses mentioned so the
same may be divided or prorated as hereinabove provided. In no
event shall any of the expense charged to the City include depre-
ciation or nonallocable expenses.

The Authority covenants that the expenses it is to assume
and pay by reason of the provisions of this contract will be paid
out of funds available to it.

SECTION 4.09: Adjustment to Charges - It is agreed the follow-
ing adjustment shall be made:

Sale or Reuse of Wastewater - Any income derived by the Authority
from the sale or reuse of effluent shall be credited to the City
and additional contracting parties in the same proportion contri-
buted by the City and the additional contracting party to the system.
The adjustment shall be made annually immediately after the close
of each fiscal year and shall be a credit on maintenance and operat-
ing expenses owed by the particular user.

SECTION 4.10: Nature of Obligation of City - The payments re-
gquired to be made by the City under the terms of this contract shall
be due and payable as herein specified in any and all events, re-
gardless of whether the system shall have been wholly or partially
destroyed or damaged. The agreements of the City and each additional
contracting party to make the payments required shall be and are
separate and independent covenants and no City shall have a right
of setoff, recoupment, or counterclaim. As to the base monthly
charges and additional base monthly charges, however, the City may
discontinue payment of same during any period in which such City
shall not be tendered any service by the system by wrongful affirma-
tive act of the Authority. The Authority shall never have the right
to demand payment of any obligation assumed by the City out of funds
raised, or to be raised, by taxation. Any obligations assumed or
imposed on a party hereto shall never be construed as a debt of such
party of such kind as to regquire it under the Constitution and laws
of this State to levy and collect taxes to discharge such obligation,
it being expressly understood by the parties hereto that the funds
required for all payments due by the City are to be derived from
revenue for sewer service from the City's sewage collection facilities.
The City agrees to operate and maintain its local sewage facilities in
such manner and to make such charges for the services supplied thereby
to all customers so that the revenues derived therefrom will always
be adequate to enable such City to promptly make all payments due
Authority under the provisions of this agreement, and all payments so
made shall be deemed expenses of maintaining and operating the local
sewage facilities of such City.

SECTION 4.11l: Cost of the City's Treatment Facility - The
Authority shall make payments to the City to compensate the City
for its continuing debt service payment requirements on sewage treat-
ment facilities that were deeded to the Authority for its use (as
described in Exhibit A) after the City's original contract with the
Authority was executed on March 21, 1973. Such payments will be
made monthly by the Authority to the City as set forth in Exhibit B.




ARTICLE V

Miscellaneous Provisions:

SECTION 5.01: Contract Term and City's Rights and End of Term -~
The obligation of the City to promptly make all prescribed monthly
payments shall commence upon the execution of this agreemeht, and
continue for a term (i) of fifty (50) years or (il) until all debt
of the system has been retired, whichever shall last occur. At
the end of such term, the Authority ‘agrees all contracting parties,
including the City, shall have the right to an extension of the
term of this contract beyond such initial period for an additional
term of sixty (60) years under identical terms and conditions pro-
vided the City and all additional contracting parties are agreeable.

SECTION 5.02: Modification of Provisions - This contract may
be changed and modified only with the consent of the governing
bodies of all parties signatory. 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 representatives
shall be held not less that thirty {(30) days after the giving of
such notice. At such joint meeting, the suggested changes or modi-
fications shall be considered, discussed, and settled. No such
change or modification may be made which will affect adversely the
payment when due of all monies required to be paid by the City
under the terms of this contract and no such change will be effec-
tive which affects adversely or causes a violation of any covenants
contained in the resolution or order authorizing the issuance of
the Authority's bonds.

If for any reason the City may desire the construction of
any additional facilities over and above those now contemplated,
and provided same are within the legal and economic capabilities
of the Authority, provision therefor shall be made by means of
such City and the Authority. Should the Authority desire to con-
struct any such additional facilities for the purpose of meeting
the Authority shall not proceed with any work on such facilities
other than preliminary planning without following the procedures
described in this Section. Nothing herein contained shall restrict
the power of the Authority to enter into additional contracts with
additional contracting parties provided the revenues of this contract
are not pledged or hypothecated in any manner thereunder.

SECTION 5.03: 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 5.04: Taxes -

{a) Sales or Use Taxes - In the event any sales or use
taxes, or taxes of any nature, are hereafter imposed
upon the sale or use of sewage water received by the
system under this contract or against the Authority
or the system, the amount of such taxes shall be
treated as operating expenses of the system.

(b) Ad Valorem Taxes - In the event that the Authority
initiates an ad valorem tax within its boundaries
as a means of generating revenues for operation
and/or debt retirement of its system, the City
agrees to do the following:

For those areas within the corporate limits of the
City of Schertz, but not within the boundaries of the
Authority, which receive wastewater treatment ser-
vice from the Authority, either directly or indi-
rectly, the City will collect a fee in lieu of taxes
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from each user. Such fees will be at least sufficient
so that the amount forwarded to the Authority by the
City will be egual to the taxes paid to the Authority
for properties of equal value inside the Authority's
boundaries, as determined by Guadalupe County Central
Appraisal District valuations. Such fees will be
forwarded to the Authority by the City on an annual
basis in conformance with the tax payment schedule for
properties taxed within the Authority's boundaries.
Such fees may be required by the Authority as either
whole or partial compensation for wastewater service
rendered to the City of Schertz.

SECTION 5.05: Title to Water and Sewage - Title to all water

and sewage put into the system under this agreement shall pass to
the Authority at the point of entry.

SECTION 5.06: Easements - The City agrees that the Authority

may have such easements over any easements, rights-of-way, or prop-
erty held by such City so that the facilities and required equipment
may be appropriately provided.

SECTION 5.07: Force Majeure -

(a)

(b)

(c)

If for any reason of "force majeure" any of the parties
hereto shall be rendered unable wholly or in part

to carry out its obligations under this agreement, other
than the obligation of the City to make the payments
required under the terms of Article IV 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 on, the obligation of the party giving
such notice, so far as it is affected by such "force
majeure”, shall be suspended during the continuance of
the inability then claimed, but for no longer period;
and any such parties shall endeavor to remove or over-
come such inability with all reascnable dispatch.

The term "force majeure” as employed herein shall

mean acts of God, strikes, lock-outs or other indus-
trial disturbances, acts of public enemy, orders or
actions of any kind of the Government of the United
States or of the State of Texas or any civil or
military authority, insurrections, riots, epidemics,
landslides, lightning, earthquakes, fires, hurricans,
storms, floods, washouts, droughts, arrests, restraints
of government and people, civil disturbances, explo-
sions, breakage or accident to dams, machinery, pipe-
lines, or canals or other structures, on account of

any other cause not reasonably within the control of
the party claiming such inability. It is understood
and agreed that the settlement of strikes and lock-outs
shall be entirely within the discretion of the party
having the dificulty, and that the above requirement
that any "force majeure” shall be remedied with all
reasonable dispatch shall not require the settlement of
strikes and lock-outs by acceding to the demands of the
opposing parties when such settlement is unfavorable

to it in the judgment of the party having the difficulty.
No failure of the Authority to meet any obligation by
reason of "force majeure" shall relieve the City from
its obligations to make the payments reguired under the
terms of Article IV hereof.

No damages shall be recoverable for the Authority by
reason of the causes above mentioned.

It is expressly recognized by the City that the Authority
may be compelled to make necessary alternations, repairs,
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or extensions of new or additional facilities from
time to time during the life of this contract and any
suspension of service to the City due to such operation
shall not be cause for claim of damage on part of the
Authority, provided all reasonable effort is used by
the Authority to provide the City with service in
accordance with this contract. In such case, the
Authority shall give the City as much advance notice as
may be practicable of the suspension or curtailment of
service and of the estimated duration thereof.

SECTION 5.08: Notices - Any notice, request, demand, statement,
or bill provided for in this agreement shall be in writing and
shall be considered to have been duly delivered when sent by
registered mail, addressed as follows:

CITY OF SCHERTZ CIBOLO CREEK MUNICIPAL AUTHORITY
DRAWER 1 P. 0. BOX 930
SCHERTZ, TEXAS 78154 SCHERTZ, TEXAS 78154

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 others, may specify some other
individual to whom communications thereafter are to be addressed.

SECTION 5.09: Covenant to Enforce Contractual Obligations -
The Authority covenants that 1t will enforce the obligation of
the City hereunder (as well as any obligations contained in similar
contracts with additional contracting parties) as may be required to
accomplish the purpose of this contract. Either party may enforce
any obligations hereunder owpded to it by the other party.

SECTION 5.10: Right to Provide Service to Others - The parties
hereto recognize that the system is to serve the entire region;
that the Anthority is obligated to cause the facilities to be de-
signed accordingly, and as additional treatment facilities may be
required to so provide them; that the Authority shall have the
right to enter into such contracts as may be in the best interest
of the Authority and additional contracting parties and all cities
hereunder, but in no event shall any such contract be on terms
more favorable to any additional contracting party than is available
to the City hereunder unless the governing body of the City shall
also approve such other contract.

SECTION 5.11: Consequences of City Default -~ The Authority
and City agree that in the event of default or threatened default
in the payment of principal cof or interest on the debt of the sys-
tem, any court of competent jurisdiction, upon petition of the holders
of twenty-five per cent (25%) of the principal amount of the then
outstanding bonds of the Authority, shall appoint a receiver with
authority to collect and receive resources pledged to the debt
of the system, enforce all rights arising from default, if any,
by any City, or additional contracting party, in making payment
under the agreement, employ and discharge agents and employees
of the Authority, take charge of the pledged funds on hand and
manage the proprietary affairs of the Authority without consent or
hindrance by the Authority. The court may further vest the receiver
with such powers and duties as the court may find necessary for the
protection of the holders of the bonds.

SECTION 5.12: Severability - The parties hereto agree that if
any of the provisions of this contract contravene, or are held
invalid under, the laws of this State, same shall not invalidate
the whole agreement, but it shall be construed as though not con-
taining that particular provision and the rights and obligations
of the parties shall be construed and in force accordingly.
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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.

CITY OF SCHERTZ, TEXAS CIBOLO

By ) - W—(V‘@ By

ty Managdr

MUNICIPAL AUTHORITY

ATTEST: ATTE

tary, Board of Directors

(CITY SEAL) (AUTHORITY SEAL)

The State of Texas
County of Bexar 1

Before me, the undersigned authority, in and for Bexar County, Texas,
on this day personally appeared Rufus E. Barmes, Jr., President of
the Board of Directors of the CIBOLO CREEK MUNICIPAL AUTHORITY, known
to me to be the person whose name is subscribed to the foregoing
instrument and known to me to be the President of the Board of Directors
of CIBOLO CREEK MUNICIPAL AUTHORITY, and acknowledged to me that
he executed the same for the purposes and consideration therein expressed
and in the capacity therein stated as the act and deed of said CIBOLO
CREEK MUNICIPAL AUTHORITY.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the )

day of Z¢A4Q‘¢3§E , 1985,
- 3

) K ?
Notary Public, Bexar County, Texas
(Notary Seal) My Commission Expires 3 February 1986
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EXHIBIT A

Description of Tland upon which the City of Schertz sewage
treatment plant (now deactivated) is located.

Being 3.369 acres of land lying adjacent the Cibolo Creek in Guadalupe
County, Texas and is more particularly described by metes and bounds
as follows:

Beginning at an iron pin which is the boundary line between the Helma
Dietz property and the Otto Dietz property and which 1ies south 30° O'
each a distance of 2,540.5 feet from an iron pin in the south right-
of-way line of FM Highway 78;

Thence, south 300 00' east along a fence 1ine for the eastern boundary
of this tract a distance of 665.0 feet to an iron pin set for the
southeast corner of this tract;

Thence, 629 53' west along a fence a distanct of 296.0 feet to an iron
pin set for the most southern corner of this tract;

Thence, north 30° 00' west a distance of 245.0 feet to a corner;

Thence, north 00° 02' 41" east a distance of 461.17 feet to a peint
in a fence line;

Thence, north 540 47' east along a fence line a distance of 65.0 feet
to the place of beginning containing 3.369 acres of land.

Contained upon the said 3.369 acres of land are the complete sewage
treatment works of the City of Schertz, Texas (now deactivated), consist-
ing of the following:

Headworks, Imhoff tank, single stage trickling filter, final clarifier,

chlorinator and chlorination chamber, pump house, sludge drying beds,
piping and valves, and final effluent discharge pipe.
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EXHIBIT B

Credit to be allowed the City of Schertz
of Section 4.11:

Date of
Issue Original Amount Applicable %
6-1-62 $301,000 42.21

outstanding debt as of 1-1-73:

Date of Issue Principal
6-1-62 $260,000

42.21% of issue equals

under the provisions

Sewer Treatment
Cost

$127,050

Interest to Maturity
$157,408

$176,188

For the fiscal year (budget year) shown below, 1/12 of the total annual

credit shall be given monthly:

Year Ending (42.21%) Annual Requirement
9-30 for Sewer Purposes
1973 $6,049.96
1974 6,388.06
1975 6,296.47
1976 6,204.45
1977 6,112.43
1978 6,020.83
1979 6,343.74
1980 6,236.53
1981 6,129.31
1982 6,022.10
1983 6,329.39
1984 6,206.98
1985 6,084.57
1986 5,962.16
1987 6,254.26
1988 6,116.65
1989 5,979.05
1990 6,255.94
1991 6,102.72
1992 5,949.50
1993 6,211.20
1994 6,042.78
1995 6,288.87
1996 6,105.35
1997 5,921.64
1998 6,152.53
1999 5,953,72
2000 6,169.41
2001 4,297.40

$176,188.00

15



REGIONAL WASTEWATER TREATMENT CONTRACT

Auﬁuﬂ'_ﬂou

between
CIBOLO CREEK MUNICIPAL AUTHORITY

and

CITY OF SCHERTZ, TEXAS

SOUTHERN WASTEWATER TREATMENT PLANT PROJECT

53652510.2




TABLE OF CONTENTS

(continued)

Page
ARTICLEVIII  Continuing DiSCIOSUIE ......coiverurestersrsasnesmareanmsassssnsesesnssssissesssessssessssesesenens 16
Section 8.01 ADDUAL REPOIES .1uvenivisnnsesssensianmsssessmesssirasmssessisisssscsmasmssssss seasseses 16
Section 8.02 Material BVent NOHICES ..uicvcreninreresnienicsssasssnnessesnesiessssssasnssaessisanse 17
Section 8.03 Limitations, Disclaimers, and Amendments........cccvcereceveererverinnnens 18
Section 8.04 Information Format — Incorporation by Reference........coccnvusireniiann 19
Section 8.05 Term Of COMUIACE......corrreriirrreneaesenreesinnnrisnsaninrensrcatesiessaassassssnsansses 19
Section 8.06 Approval and COnSeNt......ccerrseisiveesmmisinesisininssssiamsssssesssssses 19
Section 8.07 Modification and AMENAMENT ......cccovvemrrenrrcreemrririerecessnes s rereeesies 20
Section 8.08 Addresses and Notice reervasareenessaraiyentreaarena s ar e s ns enansrsanarenas 20
Section 8.09 State or Federal Laws, Rulcs, Orders, or Regulations........uvveveeniee 21
Section 8.10 Remedies Upon Default...........ccivirenrcsemecmsnensernssnmnsononesens 21
Section 8.11 Severability ..... et e bbb e e et 21
Section 8.12 VEIUEC ..iveecrvirensnestsnmmsressarsenssossanssnsasirssssisrassssesasrsnsaseatssssereassnsatanens 21
Section 8.13 ASSIZOMENL ........coevrrecerieveerersneasmsssensnsesessossnssessssesessnssasnsssnsnssesssssras 21
Section 8.14 Entire AGreemeNt .....covuueemsuicersvenrsomscrsmmssonssrsssaressosarssssassassassessrssens 22
Section 8.15 Applicable LaW ....ccucimmmmmmienmimiiesasneanansisesssssisnsns 22

Section 8.16 No Sale, Lease, or Other Transfer of Participating Members’
ULty SYSEEIMN ..virveisernsncsisisnsssssssssnsismsnsssonsssnsssssne essssessesnsssasensess 22
Section 8.17 COUNLBIPATES ..ovirerssrarsessesssnensssarasnisstoseansessonssssasssesssssasssasmonsssassossass 22

Section 8.18 Goods and Services; Waiver of Sovereign Immunity;
Limitation on DAmMAgeS....u..eesverrersssissssesianserasssasssassensesrsasssssssessssns 22
536525102 i




WHEREAS, the Authority agrees that the Participating Members shall continue to own their
respective Certificates of Convenience and Necessity issued by the Commission, shall continue to own
and operate their sespective utility systems, and any respective wastewater treatment facilities currently
owncd by each of the Participating Members; and

‘WHEREAS, cach of the Participating Members under this Contract proposes to pay its share of
costs of the Project and the Bonds based upon a rate methodology to be developed by the Authority or
in proportion to the respective amounts of wastewater each has agreed to deliver under this Contract;
and

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained and subject to the terms and conditions hereinafier set forth, the Authority and each of the
Participating Members agree and contract as follows:

ARTICLEI
Definitiops

Section 1.01  Definitions.

The following terms and expressions as used in this Contract, unless the context clearly shows
otherwise, shall have the following meanings: .

(1)  “Act” means Chapter 8166, Texas Special District Laws and Codes, as amended.

(2) “Additional Participating Member(s)” means any entity or entities hereafter agreeing
pursuant to Section 6.01 of this Contract to be bound by the terms of this Contract, as it may be
amended from time to time.

(3) “Adjusted Annual Payment” means the Annual Payment as adjusted by the Board
during or after an Annual Payment Period, as provided by this Contract,

(4)  “Annual Payment” means the amount of money to be paid to the Authority by each
Participating Member during each Annual Payment Period as its share of the Annual Requiremqnt.

(5)  “Amual Payment Period” means the Authority’s Fiscal Year, which currently begins on
October 1 of each calendar year and ends on September 30 of the next following calendar year, but
which may be any twelve consecutive month period fixed by the Authority.

(6) “Annual Requircment” means, during an Annual Payment Period, the total amount
required to pay all Operation and Maintenance Expenses of the Authority and the Project and all costs
and payments due and payable for the amortization of the Bonds.

(1)  “Authority” means the Cibolo Creek Municipal Authority, a regional conservation and
reclamation district created under and essential to accomplish the purposes of Article XVI, Section 59 of
the Constitution of the State of Texas and created in accordance with the Act. Except as otherwise
noted herein, actions required or permitted to be taken by the Authority under this Contract may be
taken by the General Manager on behalf of the Authority.

(8) “Board” or “Board of Directors” means the governing body of the Authority. -
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or payment in lieu of taxes or any fee or charge by any government autthority relating to the Authority’s
treatment of wastewater hereunder, the costs of utilities, supervision, engineering, accounting, auditing,
legal services, insurance premiums, supplies, services, and administration of the Project, Overhead
Expenses, and costs of operating, repairing, maintaining, and replacing equipment for proper operation
and maintenance of the Project. The term “Operation and Maintenance Expenses” does not include
depreciation charges or such portion of the above-described cosis fo the extent such costs are paid
pursuant to an agreement other than this Contract.

(23) “Original Participating Members” means the City of Schertz, Texas.

(24) “Overbead Bxpenses” means the Authority’s reasonable and necessary costs and
expenses incurred and directly related to the issuance and servicing of the Bonds, the acquisition of
Land Interests required for the Project, if any, the design, permitting, financing, acquisition,
construction, and ownership of the Project and any other activities required of or involving the
Authority in connection with or attributable to the Project or the Bonds, including, but not limited to:

(@)  per diem and reimbursable expenses incurred by the Board for special meetings
of the Board related to the Project,

(b)  services of the professional, technical skilled and unskilled pexsons and firms
engaged by or associated with the Authority, other than Authority staff personnel, together with
their reimbursable expenses paid or required to be paid by the Authority;

(©) salaries of the Authority’s staff attributable to the Project or the Bonds based on
time expended, as documented or reasonably estimated by the General Manager of the
Authority, times an overhead factor of two (2), which factor shall be subject to adjustment by
the Authority from time to time in response to actual or reasonably projected overhead expenses
of the Authority; .

(d) the costs of preparing applications for and obtaining all approvals and
authorizations required for the Project or the Bonds from the regulatory authorities having
jurisdiction;

(¢)  the cost of property casualty and public liability insurance; including any
insurance deductible charged to or required to be paid by the Authority;

@ all costs incorred in litigation involving or relating to the Project; and

() any and all other costs and expenses, including out-of-pocket expenses,
incurred by the Authority atiributable to the Project or the Bonds, whether enumerated above or
not and whether or not included in the definition or as a part of Project Costs.

(25) ‘“Participating Member(s)” means certain of the Original Participating Members and all
Additional Participating Members from time to time subject to this Contract.
(26) “Permitted Liens” means:

(8)  Minor irregularities, charges, liens, encombrances, defects, easements, licenses,
rights-of-way, servitudes, restrictions, mineral rights, and clouds on title which, in the opinion
of counsel fo the Authority, do not materially impair the use of the Project for the purposes for
which it is designed.
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d. the cost of a trustee’s or paying agent's initial or acceptance fee and
subsequent fees.

)] all costs, fees and expenses of litigation of all kinds;

)] the cost of property casualty and public liability insurance;

(k)  the Authority’s Overhead Expenses; and

) other costs generally recognized as a part of project construction costs.
(30) “Rule” means SEC Rule 15¢2-12, as amended from time to time.

(31) “SEC” means the United States Securities and Exchange Commission and any
successor to its duties,

(32) “Sale and Offering Documents” means any official notice of sale, official bid form,
preliminary official statement, official statement, application to the Texas Water Development Board, or
other offering document for the Bonds,

(33) “State” means the State of Texas.

(34) “System” means all properties, facilities and plants (including the Project) currently
owned, operafed, and maintained by the Authority for the treatment of wastewater, together will all
future extensions, improvements, replacements and additions thereto, whether situated within or without
the Timits of the Authority; provided, however, that notwithstanding the foregoing, and to the extent now
or hereafter suthorized or permitted by law, the term System shall not mean to include facilities of any
kind which are declared not to be a part of the System and which are acquired or constructed by or on
behalf of the Authority with the proceeds from the issuance of Special Facilities Bonds, which are
hereby defined as being special revenue obligations of the Authority which are not payable from
revenues of the System but which are payable from and equally and ratably secured by other liens on
and pledges of any revenues, sources or payments, not pledged to the payment of the Bonds including,
but not limited to, special contract revenues or payments received from any other legal entity in
connection with such facilities. [Do we have to limit to just Southern Wastewater Treatment Plant
Project as a separate enterprise fund?]

Section 1.02  Construction, Unless the context requires otherwise, words of the masculine
gender shall be construed to include corrclative words of the feminine and neuter genders and vice
versa, and words of the singular number shall be construed to include correlative words of the plural
number and vice versa. This Contract and all the terms and provisions hereof shall be constructed to
effectuaic the purposes set forth herein and to sustain the validity of this Contract.

ARTICLE Il
Representations and Warranties

Section 2.01  Representations and Warranties of Authority, The Authority hereby represents
and warrants that it has full power and authority to treat wastewater delivered by the Participating

Members in accordance with the terms of this Contract and the execution and delivery of this Contract
by the Authority and the performance by the Authority of the provisions hereof do not and will not
conflict with or constitute on the part of the Authority a breach or a default of any provision of any other
contract or agreement of the Authority.
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E. All covenants and provisions in the Bond Resolution affecting, or purporting to bind,
the Participating Member, shall, upon the delivery of the Bonds, become absolute, unconditional, valid,
and binding covenants and obligations of the Participating Member so long as said Bonds and interest
thereon are outstanding and unpaid, and may be enforced as provided in this Contract and the Bond
Resclution. Particularly, the obligation of the Participating Member to make, promptly when dus, all
Annual Payments specified in this Contract and all payments described in Section 5.03 hereof shall be
absolute and upconditional, and said obligation may be enforced as provided in this Contract, In
addition, subject to the approval of the Participating Member, the Authority may enter into Credit
Agreements, to the extent permitted by law, for the purpose of achieving the lowest financing costs for
the Project.

Section3.03  Liens. Neither the Participating Members nor the Aunthority will create or
permit or suffer to exist any lien, encumbrance, or charge upon the Project or any interest therein at any
time, except Permitted Liens.

Section3.04  Tex-Exempt Bonds. The parties hereto understand and agree that the Awthority
will use its best efforts to provide for, but will not be liable for a failure to produce, the lowest overall
debt service cost for the Bonds to be issued for the Project. In connection therewith, the parties infend
that the Authority will issue Bonds the interest on which is excludable from the gross income of the
owners thereof for federal income tax purposes. The parties hereto acknowledge their understanding
that the federal income tax laws impose certain restrictions on the use and investment of proceeds of
such tax-exempt bonds and on the use of the property financed therewith and the output produced
therefrom. Accordingly, the parties agree and covenant that if the Bonds are offered to investors with
the understanding that the interest will be exempt from federal income taxation, then the parties, their
assigns and agents, will take such action to assure, and refrain from such action which will adversely
affect the treatment of such Bonds as obligations described in section 103 of the Code. Should either
party fail to comply with such covenant, the effect of which being that the Bonds no longer qualify as
obligations described in the Code, such defanlting party shall be liable for all costs resulting from the
foss of the tax-cxempt status of the Bonds. The parties hereby agree and covenant to comply with all of
the representations and covenants relating to such exemption which are set out in any Bond Resofution.
The parties further agree and covenant thet in the event the Bonds issued are to be tax-exempt, they will
modify such agreements, make such filings, restrict the yield on investments, and take such other action
necessary to fulfill the applicable provisions of the Code. For these purposes, the parties may rely on
the respective opinion of amy firm of nationally-recognized bond attorneys selected by them. In the
event that a conflict arises in the opinions of the respective firms of each of the parties, the parties will
identify a different firm, that is mutually acceptable to both parties, in order to resolve the conflict of
opinion.

Section 3.05  Payment to Rebate Fund. In the event that tax-exempt Bonds are issued as
provided in Section 3.04, the Authority hereby covenants and agrees to make the determinations and to
pay any deficiency into a rebate fund, at the times and as described in the Bond Resolution to comply
with the provisions of section 148(f)(2) of the Code. In any event, if the amount of cash held in the
rebate fund shall be insufficient to permit the trustee or paying agent to make payment to the United
States of America of any amount due on any date under section 148(f)(2) of the Code, the Authority
forthwith shall pay the amount of such insufficiency on such date to the trustee or paying agent in
immediately available funds for such purpose.

Section 3.06  Sale and Offering Documents. At the request of the Authority, the Participating

Members shall provide to the Authority current and historical information concerning their respective
utllity systems, general fund information, the financial conditions resuits, and prospects of the
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witness such reading, calibration, and adjustment of meters. Any measuring device which fails to
function or which functions incarrectly shall promptly be adjusted, repaired or replaced by a like device
having the required accuracy. A meter registering not more than five percent (5%) above or below the
test results shall be deemed to be accurate. The previous readings of any meter disclosed by tests to be
inaccurate shall be corrected for one-half (1/2) the period elapsed since the next preceding meter test but
in no event to exceed six (6) months in accordance with the percentage of inaccuracy found by such
tests, If any meter fails to register for any period, the amount of wastewater furnished during such
period shall be deemed to be the amount of wastewater delivered in the corresponding period
immediately prior to the failure, unless the Authority and the Participating Member shall agree upon a
different amount. All readings of meters will be entered upon proper books of record maintained by the
Authority. Any Participating Member may have access to said record books during normal business
hours.

ARTICLE V
Fiscal Provisions
Section 5.01  Annual Requirement. Subject to the ferms and pravisions of this Contract, the

Authority will provide and pay for the cost of the Project through the issuance of the Bonds. It is
acknowledged and agreed that payments by the Participating Members to the Authority under this
Contract will be the sole or primary source of funds available to the Authority to provide the Annual
Requirement. Each Participating Member shall be obligated to pay the full amount of its Annual
Requirement notwithstanding that it may elect not to deliver wastewater under this Contract. In
compliance with the Authority’s duty to fix and from time to time to revise the rates and charges for
services rendered under this Contract, the Annual Requirement may change from time to time. Each
such Annual Requirement shall be allocated among the Participating Members and the Authority based
upon a rate methodology to be developed by the Authority or according to their respective amount of
wastewater delivered pursuant to the terms of this Contract, and the Annual Requirement for each
Annual Payment Period shall be identified in each annual budget and shall at all times be not less than
an amount sufficient to pay or provide for the payment of the following:

A all Operation and Maintenance Expenses; and

B. an amomt to fund a special reserve for the Operation and Maintenance Expenses or for
additiona] capital improvements to the Project; the total amount to be accumulated for
such operating and additional capital improvements reserve shall not exceed 25% of the
annual Operation and Maintenance Expenses (estimated to be approximately three (3)
months’ expenses); and

C. when the Authority and the Participating Members agree to issue Bonds to finance the
costs of the Project, & capital component, including principal, interest, premium, reserve
funds, and other funds established or required by any Bond Resolution and to pay the
principal of and interest on the Bonds.

Section 5.02  Annual Budget. Each annual budget for the acquisition and/or operation and
maintenance of the Project shall always provide for amounts sufficient to pay the Annual Requirement.
Each Participating Member will be furnished a copy of such annual budget, and each Participating
Member hereby acknowledges its ability to pay its share of the Annual Requirement from available
funds budgeted therefor. On or before July 15 of each year thereafter commencing July 15, 2015, the
Authority shall furnish to each Participating Member a preliminary estimate of the Annual Paymenti
required from each Participating Member for the next following Annual Payment Period.
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E. Notwithstanding the foregoing, the Annual Requirement, and each Participating
Member's share thereof, shall be redetermined, after consultation with each of the Participating
Members, at any time during any Annual Payment Period, to the extent deemed necessary or advisable
by the Authority, if:

(1)  unusual, extraordinary, or unexpected Operation and Maintenance Expenses are
required which are not provided for in the Authority's annual budget or reserves for the Project;

{2)  Operation and Maintenance Expenses of the Project are substantially less than
estimated;

(3)  aParticipating Member’s interest under this Contract is terminated as provided
herein or Additional Participating Members become subject to this Contract;

(4)  the Authority issues Bonds for the Project; or

(5) the Authority receives either significantly more or significantly less revenues or
other amounts than those anticipated.

F. Each Participating Member hereby agrees that it will make payments to the Authority
required by this Contract at the Authority’s offices within 15 days of the date a bill for service is
deposited in the United States mail. If any Participating Member at any time disputes the amount to be
paid by it to the Authority, such complaining party shatl nevertheless promptly make such payment or
payments; but if it is subsequenily determined by agreement or by appropriate administrative, board,
agency, or court decision that such disputed payments should heve been less, or more, the Authority
shall promptly revise and reallocate the charges in such manner that the Participating Member will
recover its overpayment or the Authority will recover the amount due it. All amounts due and owing to
the Authority by each Participating Member or due and owing to any Participating Member by the
Authority shall, if not paid when due, bear interest at the maximum lawful nonusurious rate of inferest
per annum from the date when due until paid.

G. The Authority shall, to the extent permitted by law, suspend the delivery of services or
the acceptance of wastewater to the Project by any Participating Member which remains delinquent in
any payments due under the preceding paragraph for a period of thirty (30) days, and shall not resume
delivery of services or the acceptance of wastewater 10 the Project while such Participating Member is
so delinquent. The Authority also retains the right to charge a reconnection fee or other appropriate
charges prior to commencing utility service to the delinquent Participating Member. The Authority
shall pursue all legal remedies against any such delinquent Participating Member to enforce and protect
the rights of the Authority, the other Participating Members, and the holders of the Bonds, if Bonds have
been issued or incurred. The delinguent Pasticipating Member shall not be relieved of the liability to the
Authority for the payment of all amounts which would have been due hereunder had no default occurred
or the percentage had not been redetermined as provided in this Section. It is understood that the
foregoing provisions are for the benefit of the Authority and holders of the Authority’s Bonds, if Bonds
have been issued or incurred, so as to insure that all of the Annual Requirement will be paid by the
non-delinquent Participating Members and the Authority during each Anmual Payment Period regardless
of the delinquency of a particular Participating Member. If any amount due and owing the Authority by
any Participating Member is placed with an attorney for collection, such Participating Member shall pay
to the Authority all aftorneys’ fees, in addition to all other paymeats provided for herein, including
interest.
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ARTICLE VI
Additionsl icipati bers

Section 6.01  Additional Participating Members. If capacity at the Plant is available, the
Authority and the Original Participating Members agree that additional entitics may become subject to
the provisions of this Contract as Additional Participating Members by providing the following to the
Authority and the then Participating Members:

A an executed signature page to this Contract in form satisfactory to the Authority;

B. to the extent any representation contained in this Contract relating to Participating
Members does not correctly describe such entity, a revision of such representations satisfactory in form
and content to the Authority in the Authority’s sole discretion to be included on Bxhibit C to this
Contract;

C. a revised Exhibit A to this Contract satisfactory to the Authority and all then
Participating Members;

D. a revised Exhibit B to this Contract setting forth the Point(s) of Delivery for such entity
which shall be satisfactary to the Authority;

E. a completed Exhibit C to this Contract to the extent applicable to such entity and in
form satisfactory o the Authority; and -

E. such other certifications and information as may be reasonably requested by the
Authority and the then Participating Members.

ARTICLE VII
Special Conditi
Section 7.01  Operation and Maintenance of the Project. The Authority will continuously

operate and maintain the Project in an efficient manner and in accordance with good business and
engineering practices, and at reasonable cost and expense. The Authority recognizes its right and duty
to operate the Project in the most prudent and economical manner for the benefit of all Participating
Members.

Section 7.02  Project Schedule. It is the intent of the parties that the Project be placed in
operation as soon as practicable, and the Authority agrees to proceed diligently with the evaluation of
feasibility, the securing of regulatory permits, and the design and construction of the Project to meet
such scheduls, subject to the other terms and conditions in this Contract.

Section 7.03  Permits. Financing, and Applicable Laws. Any obligations on the part of the
Authority to acquire, construct, and complete the Project and related facilities and to treat wastewater at

the Project from the Participating Members shall be (i) conditioned upon the Authority’s ability to
obtain all necessary permits, material, labor, and equipment; (ii) subject to the Authority’s final
determination of feasibility of transportation of the wastewater to the Project; (iif) conditioned upon the
ability of the Authority to finance the cost of the Project through the sale of the Bonds; and (jv) subject
to all present and future valid laws, orders, rules, and regulations of the United States of America, the
State of Texas, the Commission, and any regulatory body having jurisdiction.
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Section 7.09  Rights-of-Way.

A, Each Participating Member hereby grants to the Authority without additional cost to the
Authority, the use of the streets, easements, rights-of-way, and pipelines under its control for the
construction, emergency repairs, operation, and maintenance of the Project and the provision and
transmission of wastewater hereunder; provided, however, such grant of the use of streets, easements,
rights-of-way, and pipelines to the Authority is subject to and conditioned on the Authority (i)
complying with all applicable policies, practices, and regulations of the Participating Members
governing and regulating such use of the streets, casements, rights-of-way, and pipelines and (ii) paying
all costs, if any, of restoring such streels, casements, rights-of-way, and pipelines to substantially the
same state of condition that existed prior to the Authority’s use.

B. To the extent they have such ownership authority, each Participating Member agrees
that, with prior written approval, the Authority may use streets, alleys, and public rights-of-way within
the Participating Member’s boundaries for pipeline purposes.

Section 7.10  Ipsurance. The Authority agrees to carry and arrange for fire, casualty, public
liability, and/or other insurance, including self-insurance, on the Project for purposes and in amounts
which, as determined by the Authority, ordinarily would be carried by a privately owned utility
company owning and operating such facilities, except that the Authority shall not be required to provide
liability insurance except to insure itself against risk of loss due to claims for which it can, in the
opinion of the Authority’s legal counsel, be liable under the Texas Tort Claims Act or any similar law or
judicial decision. Such insurance will provide, to the extent feasible and practicable, for the restoration
of damaged or destroyed properties and equipment, to minimize the interruption of the services of such
facilities. Premiums for such insurance that relate divectly to the Project or, under generally accepted
cost accounting practices, is allocable to the Project, shall constitute an Operation and Maintenance
Expense.

Section 7.11  Additional Special Provisions. The partics hereto acknowledge and agree to the
Special Provisions, if any, which are set forth in Exhibit C hereto. The Special Provisions for this
Contract reflect circumstances or issues for specific Participating Members which may be different from
those of other Participating Members and therefore constitute a meodification of or requirement in
addition to the standard provisions otherwise contained in this Contract. To the extent of any conflict
between any Special Provision and any other provision of this Coniract, the Special Provision shall
control.

ARTICLE VIl
Continuing Disclosure

Section 8.01  Annual Reporfs. The Authority (and each Participating Member if required by
the Rule in its Approval Certificate for any series of Bonds) shall file annually with the MSRB, (1)
within six months after the end of each Fiscal Year of the Authority ending in or after 2014, financial
information and operating data with respect to the Authority of the general type included in the Sale and
Offering Documents authorized by Section __ of the Bond Resofution, being the information described
in Exhibit D to the Bond Resolution, and (2) if not provided &s part of such financial information and
operating data, audited financial statements of the Authority, when and if available. Any financial
statements so to be provided shall be (i) prepared in accordance with the accounting principles described
in Exhibit D to the Bond Resolution, or such other accounting principles as the Authority may be
required to employ from time to time pursuant to state Jaw or regulation, and (ii) audited, if the
Authority commissions an audit of such financial statements and the audit is completed within the
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termination of a definitive agreement relating to any such actions, other than pursuant to
its terms, if material; and

(14) Appointment of a successor or additional paying agent/registrar or the change of name
of a paying agent/registrar, if material,

For these purposes, any event described in the immediately preceding paragraph (12) is
considered to occur when any of the following occur: the appointment of a receiver, fiscal agent, or
similar officer for the Authority in 8 proceeding under the United States Bankruptcy Code or in any
other proceeding under state or federal law in which a court or governmental anthority hes assumed
jurisdiction over substantially all of the assets or business of the Authority, or if such jurisdiction has
been assumed by leaving the existing governing body and officials or officers in possession but subject
to the supervision and orders of a court or governmental authority, or the entry of an order confirming a
plan of reorganization, arangement, or liquidation by a court or governmental authority having
supervision ar jurisdiction over substantially all of the assets or business of the Authority.

The Authority shall file notice with the MSRB, in a timely manner, of any failure by the
Authority to provide financial information or operating data in accordance with this Section by the time
required by this Section.

Section 8.03  Limitations, Disclaimers, and Amendments. The Authority shall be obligated
to observe and perform the covenants specified in this Section for so lang as, but only for so long as, the
Authority remains an “obligated person” with respect to the Bonds within the meaning of the Rule,
except that the Authority in any event will give notice of any deposit that causes the Bonds to be no

longer Outstanding,

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 undertakes to provide only the
financial information, operating data, financial statements, and notices which it has expressly agreed to
provide pursuant to this Section and does not hereby undertake to provide any other information that
may be relevant or material to a complete presentation of the Authority’s financial results, condition, or
prospects or hereby understake to update any information provided in accordance with this Section or
otherwise, except as expressly provided herein. The Authority does not make any representation or
warranty concerning such information or its usefulness to a decision to invest in or sell Bonds at sny
future date.

UNDER NO CIRCUMSTANCES SHALL THE AUTHORITY 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 AUTHORITY, WHETHER NEGLIGENT OR WITH OR WITHOUT FAULT ON ITS PART, OF
ANY COVENANT 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.

No default by the Authority in observing or performing its obligations under this Section shall
constitute a breach of or default under this Contract for purposes of any other provision of this Contract.

Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the duties
of the Authority under federal and state securities laws.
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wiritten resolution duly certified by the appropriate party, the Authority or the Patticipating Member can
conclusively act on the matter requiring such approval.

Section 8.07  Modification and Amendment.

A. No change, amendment, or modification of this Contract shall be made or be effective
which will affect adversely the prompt payment when due of all money required to be paid by any
Participating Member under this Contract or any similar contract, and no such change, amendment, or
modification shall be made or be effective which would cause a violation of any provisions of any Bond
Resolution.

B. This Contract may be amended upon the written consent of the Authority and all then
Participating Members; provided, however, no amendment to this Contract shail impair the rights of any
holder of any of the Authority’s Bonds.

Section 8.08  Addresses and Notice. Unless otherwise provided herein, any notice,
communication, request, reply, or advice (herein severally and collectively, for convenience, called
“Notice™) herein provided or permitted to be given, made or accepted by any party to any other party
must be in writing and may be given or be served by depositing the same in the United States mail
postpaid and registered or certified and addressed to the party to be notified, with return receipt
requested, or by delivering the same to an officer of such party, or by prepaid telegram when
appropriate, addressed to the party to be nofified. Notice deposited in the mail in the maoner
hereinabove described shall be conclusively deemed to be effective, unless otherwise stated herein, from
and afier the expiration of three days after it is so deposited. Notice given in any other manuer shall be
effective only if and when received by the party to bo notified. For the purposes of notice, the addresses
of the parties hereto shall, until changed as hereinafter provided, be as follows:

A If to the Authority, to:
Cibolo Creek Municipal Authority
100 Dietz Road
Schertz, Texas 78154

B. If to the City of Schertz, Texas to:
City of Schertz, Texas
1400 Schertz Parkway
Schertz, Texas 78154

The parties hereto shell have the right from time to time and at any time to change their
respective addresses and each shall have the right to specify as its address any other address by at least
fifteen (15) days® written notice to the other parties hereto.
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provided, however, the foregoing restriction shall not prevent the Authority from taking any action in
connection with the issuance of the Bonds to secure the payment of the Bonds with amounts to be
received by the Authority under this Contract.

Section 8.14  Entire Agreement. This Contract constitutes the entire agreement among the
parties with respect to the delivery of wastewater to the Plant for treatment by the Authority for the
benefit of the Participating Meinbers.

Section 8,15  Applicable Taw. This Contract shall be governed by and construed in
accordance with the laws of the State, and the obligations, rights, and remedies of the parties hereunder
shall be determined in accordance with such laws without reference to the laws of any other state or
jurisdiction, except for applicable federal laws, rules, and regulations,

Section 8.16  No Sale, Lease, or Other Transfer of Participating Members® Utility System,

Pursuant to the terms of this Contract, a Participating Member, to the extent permitted by law, shall not
sale, lease, or otherwise transfer any substantial interest in such Participating Member’s utility system
without the written cansent of the Authority.

Section 8.17  Counterparts. This Contract may be executed in several countexparts, each of
which shall be an original and all of which shall constitute but one and the same instrument.

Section 8.18 iy i imitati
The Participating Members under the Contract agree that the mutual commitment stated in the Contract
to provide wastewater treatment services and funding for utility system improvements constitute an
agreement by each party for providing goods and sexrvices fo the other parties, and that the Contract, as
amended, is subject to Chapter 271, Subchapter I, of the Texas Local Government Code.

[The remainder of this page intentionally left blank.]

536525102 -22-



CITY OF SCHER

ayétf

ATTEST:

W e &
ity-S€oretary
{CITY SEAL)

536525102 S-2



53652510.2

Exhibit B

eliv



CERTIFICATE OF CITY SECRETARY
THE STATE OF TEXAS

COUNTIES OF BEXAR, COMAL AND
GUADALUPE

O OB WO O LON

CITY OF SCHERTZ

THE UNDERSIGNED HEREBY CERTIFIES that:

1. On the 26™ day of August, 2014, the City Council (the Council) of the City of
Schertz, Texas (the City) convened in regular session at its regular meeting place in the City Hall
(the Meeting), the duly constituted members of the Council being as follows:

Michael Carpenter Mayor

Daryl John Mayor Pro Tem
Matthew Duke Councilmember
Cedric Edwards, Sr. Councilmember
Jim Fowler Councilmember
David Scagliola Councilmember

and all of such persons were present at the Meeting, except the following: /
thus constituting a quorum, Among other business considered at the Meeting, the attached
resolution (the Resolution) entitled:

A RESOLUTION APPROVING A BOND RESOLUTION TO BE ADOPTED
BY THE BOARD OF DIRECTORS OF THE CIBOLO CREEK MUNICIPAL
AUTHORITY AUTHORIZING THE ISSUANCE OF OBLIGATIONS
DESIGNATED AS “CIBOLO CREEK MUNICIPAL AUTHORITY
CONTRACT REVENUE BONDS, SERIES 20i4 (SOUTHERN
WASTEWATER TREATMENT PLANT PROJECT)”; ACKNOWLEDGING
THAT THESE OBLIGATIONS WILL BE SOLD TO RAYMOND JAMES &
ASSOCIATES, INC, DALLAS, TEXAS, AS THE AUTHORIZED
REPRESENTATIVE OF A GROUP OF UNDERWRITERS PURSUANT TO
THE PROVISIONS OF A PURCHASE CONTRACT; APPROVING,
RATIFYING, CONFIRMING, AND ADOPTING THE PROVISIONS OF A
REGIONAL WASTEWATER TREATMENT CONTRACT; AUTHORIZING
THE MAYOR, MAYOR PRO TEM, CITY MANAGER, AND CITY
SECRETARY OF THE CITY OF SCHERTZ, TEXAS TO EXECUTE ON
BEHALF OF THE CITY OF SCHERTZ, TEXAS ALL DOCUMENTS IN
CONNECTION WITH THIS TRANSACTION; AND OTHER MATTERS IN
CONNECTION THEREWITH

was introduced and submitted to the Council for passage and adoption, After presentation and
discussion of the Resolution, a motion was made by Councilmember EA u £ 2
that the Resolution be finally passed and adopted in accordance with the City’s Home Rule
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FINAL
RESOLUTION NO. 14-R-70

APPROVING A BOND RESOLUTION TO BE ADOPTED BY THE
BOARD OF DIRECTORS OF THE CIBOLO CREEK MUNICIPAL
AUTHORITY AUTHORIZING THE ISSUANCE OF OBLIGATIONS
DESIGNATED AS “CIBOLO CREEK MUNICIPAL AUTHORITY
CONTRACT REVENUE BONDS, SERIES 2014 (SOUTHERN
WASTEWATER . TREATMENT PLANT PROJECT)";
ACKNOWLEDGING THAT THESE OBLIGATIONS WILL BE SOLD TO
RAYMOND JAMES & ASSOCIATES, INC., DALLAS, TEXAS, AS THE
AUTHORIZED REPRESENTATIVE OF A GROUP OF UNDERWRITERS
PURSUANT TO THE FROVISIONS OF A PURCHASE CONTRACT;
APPROVING, RATIFYING, CONFIRMING, AND ADOPTING THE
PROVISIONS OF A REGIONAL WASTEWATER TREATMENT
CONTRACT; AUTHORIZING THE MAYOR, MAYOR PRO TEM, CITY
MANAGER, AND CITY SECRETARY OF THE CITY OF SCHERTZ,
TEXAS TO EXECUTE ON BEHALF OF THE CITY OF SCHERTZ,
TEXAS ALL DOCUMENTS IN CONNECTION WITH THIS
TRANSACTION; AND OTHER MATTERS IN CONNECTION
THEREWITH

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF SCHERTZ, TEXAS THAT: '

) Section 1. The City Council (the “City Council®) of the City of Schertz, Texas (the
“City”) has reviewed and hereby approves (i) the Bond Resolution as to form and content, including
the factual findings contained therein and all documents referenced therein, to be adopted by the
Bodrd of Directors of the Cibolo Creek Mumicipal Authority (the “Authority”) on September 11,
2014 relating to the issuance of obligations designated as “Cibolo Creek Municipal Authority
Contract Rovenue Bonds, Series 2014 (Southern Wastewater Treatment Plamt Project)” (the
“Bonds™), (ii) the Bonds to be sold to Raymond James & Associates, Iuc., Dallas, Texas, as the
authorized representative of a group of underwriters (the “Underwriters”), (iii)the Regional
Wastewater Treatment Contract, including the factual findings contained therein, to be executed
between the City and the Authority (the “Contract™) which provides certain security for the payment
of the Bonds, (iv) the bond purchase contract (the “Purchase Contract”) authorizing the sale of the
Bonds to the Underwriters, (v) the Sale and Offering Documents (as defined in the Contract),
including, but not limited to, the City’s annual continuing disclosure requirements in accordance with
the Rule (as defined in the Contract), and (vi) the City’s obligations under the Contract and
acknowledges that the payment of principal of and interest on such Bonds is payable solely from the
Annual Payment (as defined in the Contract) to bs made by the City to the Authority onder and
pursuant to the Contract. The Mayor, Mayor Pro Tem, City Manager, and City Secretary (the
“Authorized Officials”) of the City are hereby authorized to execute on behalf of the City, the
Purchase Contract and any and all documents in connection with this transaction. This resolution
may be relied upon by the appropriate representatives of the parties to this transaction and the Texas
Attorney General in his review and approval of this transaction.
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