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C. Modification of the Leverage Formula is Necessary 

Section 367.081(4)(f), F.S., authorizes us to establish a leverage formula to calculate a 
reasonable range of returns on common equity for WAW utilities. We must establish this 
leverage formula not less than once a year. For administrative efficiency, the leverage formula is 
used to determine the appropriate return for an average Florida WAW utility. However, use of 
the leverage formula by utilities is discretionary, and a utility can file cost of equity testimony in 
lieu of using the leverage formula. As is the case with other regulated companies under our 
jurisdiction, we have discretion in the determination of the appropriate ROE based on the 
evidentiary record in any proceeding. If one or more parties in a rate case or limited proceeding 
file testimony in lieu of the use of the leverage formula, we will determine the appropriate ROE 
based on the evidentiary record in that proceeding. 

The leverage formula depends on four basic assumptions: 

1) Business risk is similar for all WAW utilities; 

2) The cost of equity is an exponential function of the equity ratio but a linear 
function of the debt to equity ratio over the relevant range; 

3) The marginal weighted average cost of investor capital is constant over the 
equity ratio range of 40 percent to 100 percent; and 

4) The debt cost rate at an assumed Moody's Baa3 bond rating, plus a 50 
basis point private placement premium and a 50 basis point small-utility 
risk premium, represents the average marginal cost of debt to an average 
Florida WAW utility over an equity ratio range of 40 percent to 100 
percent. 

Since 2001, we have used the leverage formula methodology established in Order No. 
PSC-2001-2514-F0E-WS and reaffirmed in Order No. PSC-2008-0846-F0E-WS. This 
methodology used ROEs derived from financial models applied to an index of natural gas 
utilities. We determined in 2001 and 2008 that there were an insufficient number of publicly 
traded WAW utilities that met the requisite criteria to assemble an appropriate proxy group, and, 
therefore, natural gas utilities were used instead. However, due to mergers and acquisitions of 
natural gas utilities over the past two years, the number of acceptable natural gas utilities has 
been reduced from eight to five. Concurrently, the number of publicly-traded water companies 
followed by Value Line has risen from four to nine. 

Based on comments made at the workshop and the analysis conducted by our staff, which 
is presented in more detail in Attachment 1, we believe modification of the leverage formula 
methodology is warranted. We find that it is necessary to refine the leverage formula 
methodology to reflect newly available information and to reflect best practices. The leverage 
formula methodology shall be modified to include a combined proxy group of natural gas and 
WAW utilities with updated financial data based on market-capitalization based weighted 
averages. Also, the cost of debt used in determining the leverage formula shall be based on the 
projected cost of debt. 
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D. The Modifications to the Leverage Formula 

Proxy Group: The leverage formula methodology shall be modified to include a 
combined proxy group of natural gas and WAW utilities as proxy companies in calculating the 
leverage formula. We find that the selected natural gas utilities and WAW utilities that derive at 
least 50 percent of their revenue from regulated rates. These utilities have market power and are 
influenced significantly by economic regulation. In Attachment 1, the returns calculated using 
the proxy group are adjusted to reflect the risks faced by Florida WAW utilities. The updated 
index consists of five natural gas companies and seven WAW companies that derive at least 50 
percent of their total revenue from regulated operations. These companies have a median 
Standard and Poor's bond rating of "A". 

Weighted Average: In addition, the leverage formula shall be modified to use a weighted 
average, where appropriate, as opposed to using a simple average as was done in the previous 
leverage formula calculations. The weighted average was calculated using the market 
capitalization of the proxy companies. We find that it is reasonable to use the market-
capitalization based weighted average because of the size disparity among the companies 
comprising the new proxy group. There is a much greater size difference between companies in 
both assets and revenues when using both WAW and natural gas companies as opposed to using 
only natural gas companies. As pointed out in UIT's comments, "a market value weighted 
average is consistent with the manner in which returns for the Standard & Poor's 500 composite 
Index (S&P) are estimated."7  We used a market capitalization weighted average of: (1) 
Discounted Cash Flow (DCF) model results, (2) the Beta values in the Capital Asset Pricing 
Model (CAPM), and (3) the equity ratio of the proxy group. 

Projected Yield: The leverage formula shall be modified to use a projected yield on Baa3 
rated public utility bonds to estimate the bond yield of an average Florida WAW utility in the 
calculation of the weighted average cost of capital of the proxy group is reasonable and 
appropriate. We find that using a projected yield is appropriate because required returns are 
forward looking and based on projections. The previously approved methodology used the most 
current monthly average bond yield for a Baa2 rated utility and added the 120-month average 
spread between a Baa3 rated utility bond yield and the Baa2 rated bond yield as published by 
Value Line Investment Survey (Value Line). We believe the methodology should be updated to 
use the projected Baa2 rated utility bond yield for the upcoming four quarters as published by the 
most recent Blue Chip Financial Forecasts (Blue Chip). We find that modifying the formula to 
add the 120-month average spread to the projected Baa2 rated utility bond yield to estimate a 
projected Baa3 rated utilhy bond yield is also necessary. 

ROE Models: The result of the ROE models shall be adjusted so that the leverage 
formula reflects the differences in risk and debt cost between the proxy group and the average 

'Comments on Florida leverage formula to establish the annual authorized range of returns for water & wastewater 
utilities of Pauline M. Ahern, CRRA, on behalf of Utilities, Inc. of Florida, P. 20. 
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Florida WAW utility. The ROE models shall also include a four percent adjustment for flotation 
costs. The ROE models are as follows: 

A multistage Discounted Cash Flow (DCF) model applied to an index of 
natural gas and WAW utilities that have publicly traded stock and are 
followed by the Value Line. This DCF model is an annually compounded 
model and uses prospective dividend growth rates. 

• A Capital Asset Pricing Model (CAPM) that relies on a market return for 
companies followed by Value Line, the average projected yield on the 
U.S. Treasury's 30-year bonds published by Blue Chip Financial 
Forecasts, and the weighted average beta for the index of natural gas and 
WAW utilities. The market return for the 2018 leverage formula was 
calculated using a quarterly DCF model with stock prices as of April 16, 
2018. 

The updated leverage formula will average the results of the DCF and CAPM models and 
the result will be as follows: 

• A bond yield differential of 64 basis points was added to reflect the 
difference in yields between an A/A2 rated bond, which is the median 
bond rating for the combined utility index, and a BBB-/Baa3 rated bond. 
Florida WAW utilities are assumed to be comparable to companies with 
the lowest investment grade bond rating, which is Baa3. This adjustment 
compensates for the difference between the credit quality of 'A' rated debt 
and the credit quality of the minimum investment grade rating. 

• A private placement premium of 50 basis points is added to reflect the 
difference in yields on publicly traded debt and privately placed debt, 
which is illiquid. Investors require a premium for the lack of liquidity of 
privately placed debt. 

A small-utility risk premium of 50 basis points is added because the 
average Florida WAW utility is too small to qualify for privately placed 
debt and smaller companies are considered by investors to be more risky 
than larger companies. 

After the above adjustments, the resulting cost of equity estimate will be included in the 
weighted average capital structure of the proxy group of utilities to derive the leverage formula. 

Using the updated financial data in the revised leverage formula decreases the lower end 
of the current allowed ROE range by 63 basis points and decreases the upper end of the range by 
23 basis points. Overall, the spread between the range of returns on equity based on the updated 
leverage formula is 282 basis points (8.11 percent to 10.93 percent). In comparison, the range of 
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returns on equity for the existing leverage formula from 2011 is 242 basis points (8.74 percent to 
11.16 percent). 

The projected assumed Baa3 bond rate of 6.24 percent used in the updated leverage 
formula calculation includes a 50 basis point adjustment for small-company risk and a 50 basis 
point adjustment for a private placement premium and remains low relative to historic levels. In 
comparison, the assumed Baa3 bond rate used in the existing leverage formula is 7.13 percent. 
The lower Baa3 bond rate of 6.24 percent is the cause of the decrease at the lower end of the 
range and the increased spread. 

Based on the aforementioned, we find that the revised leverage formula methodology 
applied to a proxy group of natural gas and WAW utilities with updated financial data based on 
market-capitalization weighted averages produces a reasonable range of ROEs for WAW utilities 
and reflects current financial markets. We find that the following leverage formula shall be used 
until a new leverage formula is determined in 2019: 

ROE = 6.24% + (1.88 + Equity Ratio) 

Where the Equity Ratio = Common Equity + (Common Equity + Preferred Equity + Long-Term 
and Short-Term Debt). 

Range: 8.11% at 100% equity to 10.93% at 40% equity 

Additionally, we will cap returns on common equity at 10.93 percent for all WAW 
utilities with equity ratios less than 40 percent. This is in an effort to discourage imprudent 
financial risk. This cap is consistent with the methodology in Order No. PSC-2008-0846-F0E-
WS. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the leverage formula is set 
forth in the body of this Order and in Attachment 1 of this Order. It is further 

ORDERED that the provisions of this Order, issued as proposed agency action, shall 
become final and effective upon the issuance of a Consummating Order unless an appropriate 
petition, in the form provided by Rule 28-106.201, Florida Administrative Code, is received by 
the Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the 
close of business on the date set forth in the "Notice of Further Proceedings" attached hereto. It 
is further 

ORDERED that this docket should remain open to allow staff to monitor changes in 
capital market conditions and to readdress the reasonableness of the leverage formula as 
conditions warrant. 
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By ORDER. of the Florida Public Service Cornmission this 26th day of June, 2018. 

ea d tta.,  
CAR1OI1A S. STAUFF0111 
Commission Clerk 
Florida Public Service Commission 
2540 Shumarcl Oak Boulevard 
Tallahassee, Florida 32399 
(850) 413-6770 
www.floridapsc.com 

Copies furnished: A copy of this document is 
provided to the parties of record at the time of 
issuance and, if applicable, interested persons. 

AEFI 

NOTICE OF FURTIIER PROCEEDINGS OR JUDICIAL REVIEW  

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes. to notify parties of any administrative hearing that is available under Section 120.57, 
Florida Statutes. as well as the procedures and time limits that apply. This notice should not be 
construed to mean all requests for an administrative bearing will be granted or result in the relief 
sought. 

Mediation may be available on a case-by-case basis. If mediation is conducted, it does 
not affect a substantially interested person's right to a hearing. 

The action proposed herein is preliminary in nature. Any person whose substantial 
interests are affected by the action proposed by this order may file a petition for a formal 
proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code. This 
petition must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard, 
Tallahassee, Florida 32399-0850, by the close of business on July 17, 2018. 

In the absence of such a petition, this order shall become final and effective upon the 
issuance of a Consummating Order. 

Any objection or protest filed in this/these docket(s) before the issuance date of this order 
is considered abandoned unless it satisfies the foregoing conditions and is renewed within the 
specified protest period. 

204 



ORDER NO. PSC-2018-0327-PAA-WS 
DOCKET NO. 20180006-WS 
PAGE 12 

Attachment C to OPUC 1-14 
Page 12 of 17 

ATTACHMENT 1 

SUMMARY OF RESULTS 
2018 Water and Wastewater Leverage Formula 

Updated 
Results 

Attachment 1 
Page 1 of 6 

Currently 
In Effect 

(A) DCF ROE 7.63% 8.25% 
(B) CAPM ROE 9.46% 9.40% 
AVERAGE 8.55% 8.83% 
Bond Yield Differential 0.64% 0.57% 
Private Placement Premium 0.50% 0.50% 
Small-Utility Risk Premium 0.50% 0.50% 
Adjustment to Reflect Required Equity 

Return at a 40% Equity Ratio 0.74% 0.76% 

Cost of Equity for Average Florida 
WAW Utility at 40% Equity Ratio 10.93%  11.16% 

2017 Leverage Formula (Currently in Effect) 
Return on Common Equity = 7.13% + (1.61 + Equity Ratio) 
Range of Returns on Equity = 8.74% to 11.16% 

2018 Leverage Formula 
Return on Common Equity = 6.24% + (188 + Equity Ratio) 
Range of Returns on Equity = 8.11% to 10.93% 
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Attachment 1 
Page 2 of 6 

Marginal Cost of Investor Capital 

   

Average Water and Wastewater Utility 

      

Weighted 

  

Marginal Marginal 
Capital Component Ratio Cost Rate Cost Rate 
Common Equity 47.48% 10.19% 4.84% 
Total Debt 52.52% 6.24%* 3.27% 

 

100.00% 

 

8.11% 

A 40% equity ratio is the floor for calculating the required return on common equity. 
The return on equity at a 40% equity ratio: 6.24% + (1.88 + 0.40) = 10.93% 

Marginal Cost of Investor Capital 
Average Water and Wastewater Utility at 40% Equity Ratio 

   

Weighted 

  

Marginal Marginal 
Capital Component Ratio Cost Rate Cost Rate 
Common Equity 40.00% 10.93% 4.37% 
Total Debt 60.00% 6.24%* 3.74% 

 

100.00% 

 

8.11% 

Where: Equity Ratio = CE / ( CE + Pref. Equity + LTD + STD) 
*Assumed Baa3 rate for April 2018 plus a 50 basis point private placement premium and 

A 50 basis point small utility risk premium. 

Sources: 
Value Line Selection and Opinion 
Companies' 10-K Filings 
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Discounted Cash Flows Results 

          

Attachment 1 
Page 3 of 6 

Weighted 
DCF 

Company Weightril Divo Di v1 1-_;f2 jy Div4 EPS4 ROE4 GR1 _4 GR4+ AVG-Plel Resu1ts 31 
Atmos Energy 19.40% 1.94 2.08 2.21 2.35 2.50 5.15 0.11 1.06 1.06 81.78 1.58% 
Northwest Natural Gas Company 3.41% 1.89 2.00 2.06 2.13 2.20 3.50 0.11 1.03 1.04 57.17 0.25% 
ONE Gas, Inc. 7.46% 1.84 2.00 2.15 2.32 2.50 4.00 0.09 1.08 1.03 65.22 0.50% 
Southwest Gas Holdings 6.82% 2.08 2.18 2.31 2.45 2.60 5.10 0.09 1.06 1.04 68.10 0.51% 
Spire Inc. 6.82% 2.25 2.40 2.43 2.47 2.50 5.50 0.10 1.01 1.05 69.14 0.56% 
American States Water 4.05% 1.07 1.15 1.24 1.34 1.45 2.45 0.14 1.08 1.06 52.42 0.32% 
American Water Works 30.92% 1.78 1.95 2.15 2.36 2.60 4.50 0.11 1.10 1.04 80.35 2.22% 
Aqua America 12.79% 0.85 0.91 1.01 1.12 1.25 1.95 0.13 1.11 1.04 32.91 0.98% 
California Water Service Group 3.84% 0.75 0.78 0.85 0.93 1.02 1.90 0.12 1.09 1.05 36.43 0.29% 
Middlesex Water 1.28% 0.91 0.96 1.01 1.06 1.11 2.10 0.13 1.05 1.06 38.37 0.11% 
SJW Group 2.35% 1.12 1.20 1.28 1.36 1.45 3.45 0.14 1.07 1.08 56.04 0.24% 
York Water 0.85% 0.70 0.75 0.83 0.91 1.00 1.60 0.14 1.10 1.05 30.24 0.07% 

        

Annual Weighted DCF Results: 7.63%  

The ROE of 7.63 percent represents the expected cost of equity required to match the average stock price with 
preseht value of expected ash flows. 

Sources: 
Stock prices obtained from Yahoo Finance for the 30-day period April 1, 2018 through April 30, 2018 
Natural Gas company dividends, earnings, and ROE obtained from Value Line Reports issued March 2, 2018 
Water and Waistewater company dividends, earnings and ROE obtained from Value Line Reports issued April 13, 2018 

Notes: 
InCompany's weight is based off of the Company's Market-Capitalization 
[2]  Average Stock Prices include four percent flotation cost 
[31  Company's DCF results are weighed against their Market Capitalization Weight 
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Capital Asset Pricing Model Cost of Equity for 
Water and Wastewater Industry 

CAPM analysis formula 

K = RF + Beta ( MR — RF) + Flotation Cost 
K = Investor's required rate of return 
Beta = Measure of industry-specific risk (average for natural gas and water utilities 

followed by Value Line 
MR = Market Return (Value Line Investment Analyzer Web Browser) 
RF = Risk-free rate (Blue Chip forecast for Long-Term Treasury Bond 

9.46% = 3.58% + 0.69 (11.83% - 3.58%) + 0.20% 

Note: 
We calculated the market return using a quarterly DCF model for a large number of dividend 
paying stocks followed by Value Line. As of April 16, 2018, the result was 11.83 percent. 
We added 20 basis points to the CAPM result to account for a flotation cost of four percent. 
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Public Utility Long-Term Bond Yield Averages 

Month, Year A2 Spread A3 Spread Baal Spread Baa2 Spread Baa3 
April, 2018 4.15 0.11 4.26 0.11 4.37 0.11 4.48 0.11 4.59 

120 — Month Average Spread 4.480 0.161 0.0464 

Consensus Forecasts — Corporate Baa Bond Rate 

2Q 2018 3Q 2018 4Q 2018 1Q 2019 
4.8 5.0 5.2 5.3 
Average Forecasted Corporate Baa Bond Rate: 5.075 

Assumed Bond Yield for Baa3 Utilities: 0.161 + 5.075 = 5.236 

Private Placement Premium 
Small-Utility Risk Premium 
Assumed Bond Yield for Baa3 Utilities 
Assumed Bond Yield for Florida WAW Utilities: 

Sources: 
Value Line Selection and Opinion 
Blue Chip Financial Forecast — May 2018 

Updated Currently 
Results In Effect 
0.50% 0.50% 
0.50% 0.50% 
5.24% 6.13% 
6.24% 7.13% 
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2018 Leverage Formula 

Company 

Proxy Group 

S&P Percent 
Bond Regulated 
Rating Revenue 

V/L Market 
Capital 
(Millions) 

Equity 
Ratio 

Weighted 
Equity 
Ratio 

Attachment 1 
Page 6 of 6 

Value Weighted 
Line Value 
Beta Line Beta 

Atmos Energy A 95.99% $9,100 52.59% 10.20% 0.70 0.14 
NW Natural Gas A+ 96.16% $1,600 47.10% 1.61% 0.65 0.02 
One Gas, Inc. A 100.00% $3,500 55.71% 4.16% 0.70 0.05 
SW Gas BBB+ 51.09% $3,200 47.07% 3.21% 0.75 0.05 
Spire, Inc. A- 95.36% $3,200 43.63% 2.98% 0.65 0.04 
American States Water A+ 77.24% $1,900 58.22% 2.36% 0.75 0.03 
American Water Works A 88.11% $14,500 41.08% 12.70% 0.65 0.20 
Aqua America A+ 99.43% $6,000 47.70% 6.10% 0.70 0.09 
Cal. Water Service A+ 93.93% $1,800 46.22% 1.77% 0.75 0.03 
Middlesex Water A 88.28% $600 56.86% 0.73% 0.80 0.01 
SJW Group A 96.63% $1,100 50.39% 1.18% 0.70 0.02 
York Water A- 100.00% $400 56.71% 0.48% 0.80 0.01 

AVERAGE A 90.19% $3,908 50.27% 47.48% 0.72 0.69 

Sources: 
Value Line Ratings and Reports 
S.E.C. Form 10K for Companies 
Standard and Poor's 
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BEFORE 

THE PUBLIC SERVICE COMMISSION OF 

SOUTH CAROLINA 

DOCKET NO. 20I8-82-S 

IN RE: Application of Palmetto Wastewater 
Reclamation, LLC for Adjustment of Rates SETTLEMENT 
and Charges for, and the Modification of AGREEMENT 
Certain Terms and Conditions Related to, 
the Provision of Sewer Service 

This Settlement Agreement is made by and among the South Carolina Office of Regulatory 

Staff ("ORS") and Palmetto Wastewater Reclamation, LLC ("PWR" or the "Company") 

(collectively referred to as the "Parties" or sometimes individually as "Party"). 

WHEREAS, On Novernber 6, 2018, the Company filed an Application for Adjustment in 

Rates and Charges (the "Application") with the Public Service Cornrnission of South Carolina 

("Commission"); 

WHEREAS, the above-captioned proceeding has been established by the Commission 

pursuant to the procedure established in S.C. Code Ann. § 58-5-240 (2015) and 10 S.C. Code Regs. 

103-512.4.A and 103-503 (2012), and the Parties to this Settlement Agreement are the only parties 

of record in the above-captioned docket; 

WHEREAS, ORS is charged by law with the duty to represent the public interest of South 

Carolina pursuant to S.C. Code § 58-4-10(B) (Supp. 2018); 

WHEREAS, as calculated by ORS, the Company provides wastewater collection and 

treatment services to 1,433 residential, rnobile home, commercial and rnulti-family customers 

totaling approximately 7,934 total equivalent residential connections in Lexington and Richland 

Counties, South Carolina; 
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WHEREAS, ORS examined the books and records of the Company relative to the issues 

raised in the Application and conducted financial, business, and site inspections of PWR; 

WHEREAS, ORS also examined all accounting and pro forma adjustments proposed by 

the Company, the Company's cost of service study and rate design, the Company's capital 

structure and cost of capital, and information related to the Company's operations; 

WHEREAS, the Parties have varying positions regarding the issues in this case; 

WHEREAS, the Parties engaged in discussions to determine if a settlement of some or all 

of the issues would be in their best interests and, in the case of ORS, in the public interest; and, 

WHEREAS, following those discussions, the Parties deterinined that their interests, and 

ORS determined that the public interest, would be best served by entering into the following 

agreement resolving all issues pending in the above-captioned case under the terms and conditions 

set forth herein; 

NOW, THEREFORE, the Parties hereby stipulate and agree to the following terms, which, 

if adopted by the Commission in its Order addressing the merits of this proceeding, will result in 

rates and charges for wastewater service which are adequate, just, reasonable, nondiscriminatory, , 

and which will allow the Company the opportunity to earn a reasonable return. 

A. STIPULATION OF AGREEMENT, TESTIMONY AND WAIVER OF CROSS-

 

EXAMINATION 

1. The Parties agree to stipulate into the record before the Commission the pre-filed 

testimony and exhibits (collectively, the "Stipulated Testimony") of the following witnesses-

without objection, change, amendment or cross-examination with the exception of changes 

comparable to those that would be presented via an errata sheet or through a witness noting a 

correction consistent with this Settlement Agreement. The Parties also reserve the right to engage 

Page 2 of 10 
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in redirect examination of witnesses as necessary to respond to issues raised by the examination 

of their witnesses by the Commission or by testimony by non-Parties. 

PWR witnesses: 
1 . Andrena Power-Baker 
2. Bryan D. Stone 
3. Donald J. Clayton 
4. Harold Walker, III 
5. Mark S. Daday 

ORS witnesses: 
1. Christina L. Seale 
2. David C. Parcell 
3. Anthony Sandonato 
4. Matthew P. Schellinger, II 

The Parties further agree to present their witnesses to the Cornmission in support of this Settlement 

Agreement in panels if acceptable to the Cornmission. 

2. The Parties agree to offer no other evidence in the proceeding other than the 

stipulated testimony and exhibits and this Settlement Agreement unless the additional evidence is 

to support the Settlement Agreement, consists of changes comparable to that which would be 

presented via an errata sheet or through a witness-noting a correction or clarification, consists of a 

witness adopting the testimony of another if permitted by the Commission; or is responsive to 

issues raised by examination of the Parties' witnesses by Commissioners, or by testimony by non-

parties. The Parties agree that, provided the Comrnission approves, Company witness Stone may 

adopt the testimony of Company witness Daday. The _Parties agree that, unless required by the 

Commission, Company witnesses Clayton and Walker and ORS witness Parcell shall not be 

required to be present for the hearing in this matter. The Parties agree that nothing herein will 

preclude each party from advancing its respective positions in the event that the Commission does 

not approve the Settlernent Ageement. 

Page 3 of 1 0 
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B. SETTLEMENT AGREEMENT TERMS  

3. As a compromise to positions advanced by the Parties, the Parties agree to the 

proposal set out immediately below, and this proposal is hereby adopted, accepted, and 

acknowledged as the Settlement Agreement by the Parties. 

4. Without prejudice to the position of any Party in future proceedings (except as 

provided in paragraph 14 below), the Parties agree to accept all recornrnendations and adjustments 

in the testimony and exhibits of ORS witnesses unless changed by this Settlement Agreement. 

Return on Common Equity, Revenue, Cost of Debt and Capital Structure 

5. For purposes of this Settlernent Agreement and in recognition of the mutual 

compromises contained herein, the Parties further agree that the Application, Stipulated 

Testimony, and this Settlement Agreement conclusively demonstrate the following: (i) the 

proposed accounting and pro forrna adjustments appended to the Settlement Agreement as 

Attachment A are fair and reasonable and should be adopted by the Cornnlission for raternaking 

and reporting purposes; (ii) base rates generating a revenue increase of $327,548 on an adjusted 

test-year basis are lawful, just, and reasonable when considered as a part of this Settlement 

Agreernent in its entirety; (iii) rates in this proceeding shall be established based on a 9.93% return 

on common equity ("ROE") and a capital structure that includes 45% debt and-55% equity;i  (iv) 

the Company's cost of debt is 5.23% (v) the Company's services are adequate and are being 

provided in accordance with the requirements set out in the Commission's rules and regulations 

pertaining to the provision of wastewater service; and, (vi) the Company's rates resulting from the 

Settlement Agreement are just and reasonable, and should be adopted by the Commission for 

service rendered by the Company. 

ORS's recommended ROE range was 9.2% to 10.0% with a midpoint of 9.60%. Absent a settlement agreement, 
ORS would not support an ROE as high as 9.93%. 
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Page 5 of 22 

6. Through the testimony of its cost of capital witness, the Company sought approval 

of an ROE of 10.75% and its Application requested a revenue increase of $615,797. This 

Settlement Agreement provides for an ROE of 9.93% and a revenue increase of $327,548. 

7. The Parties agree to accept, for purposes of this Settlement Agreement, all 

proposals and recommendations put forth in the Settlement Agreement and Attachments A and B. 

8. The Parties agree that the $327,548 revenue increase, as shown in Attachment A to 

this Settlement Agreement, is appropriate, just and reasonable. Attachment B sets forth the 

proposed rate increases by rate schedule. 

C. OTHER TERMS  

9. The Tax Cuts and Jobs Act was enacted in December 2017 which changed the 

federal income tax rate from 34% to 21%. ORS has asserted that this act created benefits to 

customers that began accruing as of January 1, 2018, and as a result the Company has received 

excess revenues totaling $97,771. The Company has agreed, solely for purposes of this settlement, 

to recognize the effect of this change by an adjustment to its pro forma net income for the period 

ftom and after January 1, 2018. In calculating the amount of this adjustment, the Parties will use 

the ORS audited finanicial information based on the twelve months beginning September 1, 2017 

and ending August 31, 201-8- ("Test Year"), which is the Test Year proposed by the Company in 

-its Application. This adjustment will be implemented via a temporary reduction in the Company's 

monthly service charges reflected in Attachment B hereto in_the amount of $0.34 for residential, 

mobile home and commercial custorners (per single family equivalent), same to be reflected on 

customer bills as a separate line item reduction for a three (3) year period beginning with the first 

monthly bill issued after approval of this Settlement Agreernent. Thereafter, no such reduction is 

Page 5 of 10 215 4,4446 
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required and Company shall be entitled to bill all customers at the full rate approved by the 

Comrnission. 

10. The rate case expenses in this proceeding are agreed to be $160,000 and shall be 

amortized over two years. 

D. REMAINING SETTLEMENT AGREEMENT TERMS AND CONDITIONS 

11. ORS is charged with the duty to represent the public interest of South Carolina 

pursuant to S.C. Code § 58-4-10(B) (Supp. 2018). S.C. Code § 58-4-10(B) reads in part as follows: 

For purposes of this chapter, "public interest" means the concerns of the using and 
consuming public with respect to public utility services, regardless of the class of 
customer and preservation of continued investment in and maintenance of utility 
facilities so as to provide reliable and high quality utility services. 

12. The Parties agree that this Settlement Agreement is reasonable, is in the public 

interest, and is in accordance with law and regulatory policy. This Settlement Agreement in no 

way constitutes a waiver or acceptance of the position of any Settling Party in any future 

proceeding. This Settlement Agreement does not establish any precedent with respect to the issues 

resolved herein and in. no way precludes any Party herein from advocating an alternative position 

in any future or concurrent proceeding. 

13. The Parties agree to cooperate in good faith with one another in recommending and 

advocating -to the Cornmission that this Settlement Agreement be accepted and approved by the 

Commission in its entirety as a fair and reasonable resolution of certain issues currently pending 

in the above-captioned proceeding and detailed here-in, and to take no action inconsistent with its 

adoption by the Commission. The Parties agree to use their best efforts to defend and support any 

Commission order issued approving this Settlement Agreement and the terms and conditions 

contained herein. 

Page 6 of 10 
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14. The Parties agree that signing this Settlement Agreement (a) will not constrain, 

inhibit, impair, or prejudice their arguments or positions held in future or collateral proceedings; 

(b) will not constitute a precedent or evidence of acceptable practice in future proceedings; and (c) 

will not limit the relief, rates, recovery, or rates of return that any Party may seek or advocate in 

any future proceeding. Notwithstanding the foregoing, the Parties agree that this Settlement 

Agreement resolves all issues pending between them in Docket No. 2017-381-A. The Parties 

agree that this Settlement Agreement is in public interest when considered as a whole. If the 

Commission declines to approve this Settlement Agreement in its entirety, then any Party rnay 

withdraw frorn the Settlement Agreement without penalty or obligation. 

15. This Settlement Agreement shall be interpreted according to South Carolina law. 

16. The Parties represent that the terms of this Settlement Agreement are based upon 

full and accurate information known as of the date this Settlement Agreement is executed. If, after 

execution, either Party is made aware of information that conflicts, nullifies, or is otherwise 

materially different than that information upon which this Settlernent Agreement is based, either 

Party may withdraw from the Settlement Agreement with written notice to the other Party. 

17. The above terms and conditions fully represent the agreement of the Parties hereto. 

Therefore, each Party acknowledges -its consent and agreement to this Settlement Agreernent, by 

affixing its signature or by authorizing its counsel to affix his or her signature to this_ document 

where indicated below. Counsel's signature represents his or her representation that his or her 

client has authorized the execution of the agreement. Facsimile signatures and e-mail signatures 

shall be as effective as original signatures to bind any Party. This document may be signed in 

counterparts, with the various signature pages combined with the body of the document 

constituting an original and provable copy of this Settlement Agreement. 

Page 7 of 10 217 

444 



Attachment D to OPUC 1-14 
Page 8 of 22 
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Representing the South Carolina Office of Regulatory Staff 

(1/  
April  2-  , 2019 

Andrew M. Bateman, Esquire 
Jenny R. Pittrnan, Esquire 
1401 Main Street, Suite 900 
Columbia, SC 29201 
Phone: 803-737-8440 

803-737-0895 
E-Mail: abaternana.ors.sc.gov 

ipittman@ors.se.gov  
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April 2  . 2019 

  

John M.S. Hoefer, Esquire 
Benjamin P. Mustian, Esquire 
Willoughby & Hoefer, P.A. 
Post Office Box 8416 
Columbia, South Carolina 29202 
Phone: 803-252-3300 
Fax: 803-256-8062 
E-Mail: jhoeferrri?Avilloughbyhoefer.com 

brnustian@wil loughbyhoe fer.com 
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Settlement Attachment A 

Pahnetto Wastewater Reclamation, LLC 
Page 1 of 7 

Docket No. 2018-82-S 
Operating Experience, Rate Base and Rate of Return Reflecting ORS's Proposed Increase 

For the Test Year Ended August 31, 2018 

Description 

(1) 

Per 
Application 

(2) 
Accounting 

Pro Forma 
Adjustments 

 

(3) 
After 

Accounting & 
Pro Forma 

Adjustments 

(4) 

ORS's 
Proposed 
Increase 

 

(5) 

After 
Proposed 
Increase 

Utility OperatinE Revenues: 

      

Operating Revenues 3,257.650 81,454 (1) 3.339,104 327,548 (16) 3,666,652 

Total Utility OperatinE Revenues 3,257,650 81,454 

 

3,339,104 327,548 

 

3,666,652 

Utility Operating Expenses: 

       

Operating Expenses 946,889 569,952 (2) 1,516,841 3,275 (17) 1,520,116 
Depreciation and Amortization 521,507 54,669 (3) 576,176 0 

 

576,176 
Taxes Other Than Income Taxes 580,530 64,739 (4) 645,269 1,545 (18) 646,814 
Income Taxes 53,887 38,584 (5) 92,471 80,521 (19) 172,992 

Total Utility Operating Expenses 2,102,813 727,944 

 

2,830,757 85,341 

 

2,916,098 

Net Utility OperatinE Income (Loss) 1,154,837 (646,490) 

 

508,347 242,207 

 

750,554 

Add: Other Income - AFUDC 16,578 (16,578) (6) 

 

0 

  

Less: Amortization of Debt Expense 35,437 (35,437) (7) 

 

0 

 

0 
Add: Amortization of EDIT 

   

O 13,662 (20) 13,662 

Net Income (Loss) for Return 1,135,978 (627,631) 

 

508,347 255,869 

 

764,216 

Original Cost Rate Base: 

       

Plant in Service 14,464,745 599,616 (8) 15,064,361 0 

 

15,064,361 
Accumulated Depreciation (3,607,582) (209,644) (9) (3,817,226) 0 

 

(3,817,226) 
Contributions in Aid of Construction (CIAC) (692,107) (4,251) (10) (696,358) 0 

 

(696,358) 
Accumulated Amortization of CIAC 403,288 4,421 (11) 407,709 0 

 

407,709 
Net Plant 10,568,344 390,142 

 

10,958,486 0 

 

10,958,486 
Accumulated Deferred Income Taxes (974,895) (1,564) (12) (976,459) 0 

 

(976,459) 
Excess Deferred Income Taxes (EDIT) 0 (456,531) (13) (456,531) 0 

 

(456,531) 
Materials and Supplies 8,138 0 

 

8,138 0 

 

8,138 
Prepayments 57,529 0 

 

57,529 0 

 

57,529 
Cash Working Capital 286,541 (96,936) (14) 189,605 0 

 

189,605 

Total Rate Base 9,945,657 (164,889) 

 

9,780,768 0 

 

9,780,768 

Return on Rate Base 11.42% 

  

5.20% 

  

7.81% 

Operating Ma rEin 6.62% 

  

8.33% 

  

14.56% 

Interest Expense  920,369 (690,179) (15) 230,190 0 

 

230,190 
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Settlement Attachment A 
Page 2 of 7 

Palmetto Wastewater Reclamation, LLC 
Docket No. 2018-82-S 

Explanation of Accounting and Pro Forma Adjustments 
For the Test Year Ended August 31, 2018 

ORS PWR 
Adj. # Adj. # Description ORS PWR 

Accounting and Pro forma Adjustments 

(1) Operating Revenues 

(1A) (1) To adjust residential revenues to reflect the most recent equivalent 
residential connections as calculated by the ORS Utility Rates 
Department. (26,407) $ (1,153) 

(1B) (2) To adjust residential-mobile home park revenues to reflect the 
most recent equivalent residential connections as calculated by the 
ORS Utility Rates Department. 15,759 15,759 0 

TJ 
(/) 

(1C) (1), (2) To adjust commercial revenues to reflect the most recent 0 
equivalent residential connections as calculated by the ORS 
Utility Rates Department. (26,511) (28,175) 

(1D) (1), To adjust multiple family dwelling revenues to reflect the most 
(2), recent equivalent residential connections as calculated by the ORS 

& (3) Utility Rates Department. 113,244 (9,300) 

(1E) To reflect adjustments to other revenues at the end of the test year. 
This adjustment was provided by the ORS Utility Rates 
Department. 5,369 

(1) Total Operating Revenues 81,454  $ (22,869) 

(2) Operating Expenses  

(2A) (4) To include legal and accounting costs in test year expenses. 7,275 $ 7,275 

(2B) (5) To annualize nlanagement fees for the ESG Operations Contract. 11,428 8,814 

(2C) (6) To include cost related to software and support for camera truck. 725 938 

(2D) (7) To annualize insurance for the test year. (7,455) 762 

(2E) (8) To amortize current rate case expenses over three years. 80,000 66,575 

(2F) (9) To reflect bad debt expense at 1% of total revenue at present 
rates. (48,485) (49,528) 
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Settlement Attachment A 
Page 3 of 7 

Palmetto Wastewater Reclamation, LLC 
Docket No. 2018-82-S 

Explanation of Accounting and Pro Forma Adjustments 
For the Test Year Ended August 31, 2018 

ORS PWR 
Adj. # Adj. # Description ORS PWR 

(2G) (10) To allocate allowable Ni America overhead costs to PWR. 544,402 549,703 

(2H) 

 

To remove expenses incurred outside of the test year. (15,871) 0 

(21) 

 

To remove nonallowable expenditures. (2,067) 0 

(2) 

 

Total OperatinE Expenses $ 569,952 $ 584,539 

(3) 

 

Depreciation and Amortization 

  

(3A) (11) To adjust depreciation expense to reflect new capital expenditures 

    

and other adjustments to plant in service. $ 58,067 $ 55,186 

(3B) (12) To adjust amortization of contributions in aid of construction. (3,398) (9,097) 

(3) 

 

Total Depreciation and Amortization $ 54,669 $ 46,089 

(4) 

 

Taxes Other Than Income Taxes 

  

(4A) (13) To adjust utility regulatory assessment fees after the accounting 

    

and pro forma adjustments using a rate of 0.471772446%. $ (17,605) $ (18,190) 

(4B) (14) To adjust property taxes to reflect new capital expenditures and 

    

adjusted net plant in service. 82,344 83,572 

(4) 

 

Total Taxes Other Than Income Taxes $ 64,739 $ 65,382 

(5) 

 

Income Taxes 

  

(5A) 

 

To adjust state income taxes on pro forma income at 5%. $ 12,198 $ 677 

(5B) 

 

To adjust federal income taxes on pro forma income at 21%. 26,386 2,702 

(5) 

 

Total Income Taxes $ 38,584 $ 3,379 

(6) (15) Other Income - AFUDC 

    

To remove AFUDC from test year income. $ (16,578) $ (16,578) 
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Settlement Attachment A 
Page 4 of 7 

Palmetto Wastewater Reclamation, LLC 
Docket No. 2018-82-S 

Explanation of Accounting and Pro Forma Adjustments 
For the Test Year Ended August 31, 2018 

ORS PWR 
Adj. # Adj. N Description ORS PWR 

(16) Amortization of Debt Expense 
To remove the amortization of debt expense. Debt expense is 
included in the calculation of the weighted average cost of debt 
for the calculation of interest expense. (35,437) $ (35,437) 

- Plant in Service  
To adjust gross plant in service as of 1/31/19. See Audit Exhibit 
CLS-3. 599,616 $ 594,730 

- Accumulated Depreciation  
To adjust accumulated depreciation as of 1/31/19. See Audit 
Exhibit CLS-3. $ (209,644) $ 0 

(10) - Contributions in Aid of Construction (CIAC) 
To adjust contributions in aid of construction as of 1/31/19. See 
Audit Exhibit CLS-3. (4,251) $ 0 

(11) - Accumulated Amortization of CIAC  
To adjust the accumulated amortization of contributions in aid of 
construction as of 1/31/19. See Audit Exhibit CLS-3. 4,421 0 

(12) - Accumulated Deferred Income Taxes  
To adjust accumulated deferred income taxes. (1,564) $ (1,564) 

(13) Excess Deferred Income Taxes (EDIT)  
To adjust rate base for the creation of an excess tax collection 
liability resulting from lower federal tax rates as calculated by the 
ORS Utility Rates Department. (456,531) $ 0 

(14) - Cash WorkinE Capital  
To adjust cash working capital after accounting and pro forma 
adjustments. See Audit Exhibit CLS-5. (96,936) $ 57,887 

(7) 

(8) 

(9) 

224 
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$ (690,179) $ (696,982) 

52,039 $ 106,533 

1,561 3,054 

80,357 156,633 

191,123 349,578 

2,468 0 

$ 327,548 $ 615,798 
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Settlement Attachment A 
Page 5 of 7 

Palmetto Wastewater Reclamation, LLC 
Docket No. 2018-82-S 

Explanation of Accounting and Pro Forma Adjustments 
For the Test Year Ended August 31, 2018 

ORS PWR 
Adj. # Adj. # Description ORS PWR 

(15) (16) Interest Expense  
To synchronize interest expense with the portion of rate base 
financed by debt. 

ORS's Proposed Increase 

(16) Operating Revenues 

(16A) (17) To adjust residential revenues to reflect the proposed rates as 
calculated by the ORS Utility Rates Department. 

(16B) (17) To_adjust residential-mobile home park revenues to reflect the 
proposed rates as calculated by the ORS Utility Rates Department. 

(16C) (17) To adjust commercial revenues to reflect the proposed rates as 
calculated by the ORS Utility Rates Department. 

(16D) (17) To adjust multiple family dwelling revenues to reflect the 
proposed rates as calculated by the ORS Utility Rates Department. 

(16E) To adjust other revenues to reflect the proposed rates as calculated 
by the ORS Utility Rates Department. 

(16) Total Operating Revenues 

Operating Expenses 
(17) (18) To adjust bad debt expense at 1% ofthe total proposed increase to 

revenues at proposed rates. 3,275  $ 6,158 

(18) (19) Taxes Other Than Income Taxes  
To adjust utility regulatory assessment fees after the proposed 
increase adjustments using a rate of 0.471772446%. 1,545  $ 2,905 
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Settlement Attachment A 
Page 6 of 7 

Palmetto Wastewater Reclamation, LLC 
Docket No. 2018-82-S 

Explanation of Accounting and Pro Forma Adjustments 
For the Test Year Ended August 31, 2018 

ORS PWR 
Adj. # Adj. # Description ORS PWR 

(19) Income Taxes 

(19A) (21) To adjust state income taxes on the proposed increase income at 
5%. $ 16,137 $ 30,337 

(19B) (20) To adjust federal income taxes on the proposed increase income at 
21%. 64,384 121,043 

(19) Total Income Taxes $ 80,521  $ 151,380 

(20) Am ortization of EDIT 
To increase income by the annual amortization of excess deferred 
income taxes due to the Tax Cuts and Jobs Act. This adjustment 
was provided by the ORS Utility Rates Department. $ 13,662 $ 0 

(1) 
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Palmetto Wastewater Reclamation, LLC Settlement Attachment A. 

Docket No. 2018-82-S Page 7 of 7 

Weighted Cost of Capital 

For the Test Year Ended August 31, 2018 

    

Application Per Books 

 

After Accounting and Pro forma Adjustments After ORS's Proposed Increase 

      

Income 

   

!MOM 

  

Income 

 

Capital 

 

Rate Eru bedded Overall For Rate Embedded Overall For Rate Embedded Overall For 

Description Structure Rstlio Base Cost/Return Cost/Return Retu rn ' Base Cost/Return Cost/Return Return * Base Cost/Return Cost/Return Return * 

Long-Term Debt S 15,982,546 45.00% S 4,475,546 5.23% 2.35% $ 234,071 S 4,401,346 5.23% 2.35% $ 230,190 $ 4,401,346 5.23% 2.35% S 230,190 

Members' Equity 19,534,223 55.00% 5,470,111 16.49% 9.07% 901,907 5,379,422 5.17% 2.85% 278,157 5,379,422 
o_ 9.93% 5.46% 534,026 

Totals S 35,516,769 100.00% S 9,945,657 

 

11.42% S 1,135,978 S 9,780,768 

 

5.20% S 508,347 S 9,780,768 7.81% S 764,216 
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DOCKET NO. 2018-82-S ATTACHMENT B 

PALMETTO WASTEWATER RECLAMATION LLC 
1713 WOODCREEK FARMS ROAD 

ELGIN, SC 29045 
(803) 699-2422 

PROPOSED SETTLEMENT SEWER RATE SCHEDULE  
EFFECTIVE , 2019  

1. MONTHLY CHARGE 

a. Residential - Monthly charge per 
single-farnily house, condominium, 
villa or apartment unit $37.92 

b. Mobile Homes $28.30 

c. Commercial - Monthly charge per 
single-family equivalent $37.92 

d. The charges listed above are minirnum charges and shall apply even if the 
equivalency rating is less than one (1). If the equivalency rating is greater than 
one (1), then the monthly charges may be calculated by multiplying the 
equivalency rating by the monthly charge of $37.92. 

e. Bills issued for monthly sewer service provided during the thirty-six (36) month 
period beginning from and after the effective date of this rate schedule shall be 
reduced thirty-four ($0.34) cents for residential customers and mobile home 
customers and thirty-four ($0.34) cents per single family equivalent for 
commercial customers. Bills issued for service provided from and after that 
thirty-six (36) month period will be at the full rates shown above unless a 
different rate is approved by the Public Service Commission after the effective 
date of this rate schedule. 

Commercial customers are those not included in the residential and mobile home 
categories above and include, but are not limited to, hotels, stores, restaurants, offices, 
industry, etc. Minimum commercial customer equivalency ratings may exceed one (1) in 
some cases. 

The Utility may, for the convenience of the owner, bill a tenant in a multi-unit building 
consisting of four or more residential units which is served by a master sewer meter or a 
single sewer connection. However, in such cases all arrearages must be satisfied before 
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PAGE 2 - ATTACHMENT B 

service will be provided to a new tenant or before interrupted service will be restored. 
Failure of an owner to pay for services rendered to a tenant in these circumstances may 
result in service interruptions. 

2. NONRECURRING CHARGES 

a. Sewer service connection charge per 
single-family equivalent $250.00 

b. The nonrecurring charges listed above are minimum charges and apply even if the 
equivalency rating is less than one (1). If the equivalency rating is greater than 
one (1), then the proper charge may be obtained by multiplying the equivalency 
rating by the appropriate fee. These charges apply and are due at the time new 
service is applied for, or at the time connection to the sewer system is requested. 

3. NOTIFICATION, ACCOUNT SET-UP AND RECONNECTION CHARGES 

a. Notification Fee: A fee of $25.00 shall be charged each customer to whom the 
Utility mails the notice as required by Cornmission Regulation 103-535.1 prior to 
service being discontinued. This fee assesses a portion of the clerical and mailing 
costs of such notices to the customers creating that cost. 

b. Customer Account Charge: A fee of $20.00 shall be charged as a one-time fee to 
defray the costs of initiating service. 

c. Reconnection charges: In addition to any other charges thatmay be due, a 
reconnection fee of $250.00 shall be due prior to the Utility reconnecting service 
which has been disconnected for any reason set forth in Commission 
Regulationl 03-532.4. Where an elder valve has been previously installed, a 
reconnection charge of thirty-five dollars ($35.00) shall be-due. The amount of the 
reconnection fee shall be in accordance with Commission Regulation 103-532.4 
and shall be changed to conforrn with said rule as the rule is amended frorn time 
to time. 

4. BILLING CYCLE 

Recurring charges will be billed monthly. Nonrecurring charges will be billed 
and collected-in advance of service being provided. 
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PAGE 3 - ATTACHMENT B 

5. LATE PAYMENT CHARGES  

Any balance unpaid within twenty-five (25) days of the billing date shall be 
assessed a late payment charge of one and one-half (11/2%) percent. 

6. TOXIC AND PRETREATMENT EFFLUENT GUIDELINES 

The Utility will not accept or treat any substance or material that has been defined 
by the United States Environmental Protection Agency ("EPA") or the South Carolina 
Department of Health and Environmental Control ("DHEC") as a toxic pollutant, 
hazardous waste, or hazardous substance, including pollutants falling within the 
provisions of 40 CFR §§ 129.4 and 401.15. Additionally, pollutants or pollutant 
properties subject to 40 CFR §§ 403.5 and 403.6 are to be processed according to the 
pretreatment standards applicable to such pollutants or pollutant properties, and such 
standards constitute the Utility's minimum pretreatment standards. Any person or entity 
introducing any such prohibited or untreated materials into the Company's sewer system 
may have service interrupted without notice until such discharges cease, and shall be 
liable to the Utility for all damages and costs, including reasonable attorney's fees, 
incurred by the Utility as a result thereof. 

7. REQUIREMENTS AND CHARGES PERTAINING TO SATELLITE SYSTEMS 

a. Where there is connected to the Utility's system a satellite system, as defined 
in S.C. Code Regs. 61-9.505.8 or other pertinent law, rule or regulation, the 
owner or operator of such satellite system shall operate and maintain same in 
accordance with all applicable laws, rules or regulations. 

b. The owner or operator of a satellite systern shall construct, maintain, and 
operate such satellite system in a manner that the prohibited or untreated 
materials referred to in Section 6 of this rate schedule (including but not 
limited to Fats, Oils, Sand or Grease), stoimwater, and groundwater are not 
introduced into the Utility's system. 

c. The owner or operator of a satellite system shall provide Utility with access to 
such satellite system and the property upon which it is situated in accordance 
with the requirements of Commission Regulation 103-537. 

d. The owner or operator of a satellite system shall not less than annually inspect 
such satellite system and make such repairs, replacements, modifications, 
cleanings, or other undertakings necessary to meet the requirements of this 
Section 7 of the rate schedule. Such inspection shall be documented by 
written reports and video recordings of television inspections of lines and a 
copy of the inspection report received by the owner or operator of a satellite 
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system, including video of the inspection, shall be provided to Utility. Should 
the owner or operator fail to undertake such inspection, Utility shall have the 
right to arrange for such inspection and to recover the cost of same, without 
mark-up, from the owner or operator of the satellite system. 

e. Should Utility determine that the owner or operator of a satellite system has 
failed to comply with the requirements of this Section 7 of the rate schedule, 
with the exception of the requirement that a satellite system be cleaned, the 
Utility may initiate disconnection of the satellite system in accordance with 
the Commission's regulations, said disconnection to endure until such time as 
said requirements are met and all charges, costs and expenses to which Utility 
is entitled are paid. With respect to the cleaning of a satellite system, the 
owner or operator of a satellite system shall have the option of cleaning same 
within five (5) business days after receiving written notice from Utility that an 
inspection reveals that a cleaning is required. Should the owner or operator of 
such a satellite system fail to have the necessary cleaning performed within 
that time frame, Utility may arrange for cleaning by a qualified contractor and 
the cost of same, without mark-up, may be billed to the owner or operator of 
said system. 

8. CONSTRUCTION STANDARDS 

The Utility requires all construction to be performed in accordance with generally 
accepted engineering standards, at a minimum. The Utility from time to time rnay 
require that more stringent construction standards be followed in constructing parts of the 
system. 

9. EXTENSION OF UTILITY SERVICE LINES AND MAINS 

The Utility shall have no obligation at its expense to extend its utility service lines 
or mains in order to permit any customer to discharge acceptable wastewater into its 
sewer system. However, anyone or any entity which is willing to pay all costs associated 
with extending an appropriately sized and constructed main or utility service line from 
his/her/its premises to an appropriate connection point on the Utility's sewer system may 
receive service-, subject to paying the appropriate fees and charges set forth in this rate 
sChedule, complying with the guidelines and standards hereof, and, where appropriate, 
agreeing to pay an acceptable amount for multi-tap capacity. 

10. CONTRACTS FOR MULTI-TAP CAPACITY 

The Utility shall have no obligation to modify or expand its plant, other facilities 
or mains to treat the sewerage of any person or entity requesting rnulti-taps (a 
commitment for five or more taps) unless such person or entity first agrees to pay an 
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acceptable amount to the Utility to defray all or a portion of the Utility's costs to make 
modifications or expansions thereto. 

11. SINGLE FAMILY EQUIVALENT 

A Single Family Equivalent (SFE) shall be determined by using the wastewater 
design loading guidelines found in 6 S.C. Code Ann. Regs. 61-67 Appendix A (Supp. 
2016). Where the Utility has reason to suspect that a person or entity is exceeding design 
loadings established by these guidelines, the Utility shall have the right to request and 
receive water usage records from that person or entity and/or the provider of water to 
such person or entity. Also, the Utility shall have the right to conduct an "on prernises" 
inspection of the customer's premises. If it is determined that actual flows or loadings are 
greater than the design flows or loadings, then the Utility shall recalculate the customer's 
equivalency rating based on actual flows or loadings and thereafter bill for its services in 
accordance with such recalculated loadings. 

12. TAMPERING CHARGE 

In the event the Utility's equipment, mains, service lines, elder valves, or other 
plant or facilities have been damaged or tampered with by a customer, the Utility may 
charge the customer responsible for the darnage the actual cost of repairing the Utility's 
equipment, plant or facilities not to exceed $250.00. The tampering charge shall be paid 
in full prior to the Utility re-connecting service or continuing the provision of service. 
This charge shall be in addition to any notification, reconnection, or similar charges that 
the Utility is- entitled to impose under this rate schedule or under Commission orders, 
rules, and regulations. 

13. LIMITATION OF LIABILITY 

The liability of the Utility, its officers, employees, and agents for damages arising 
out of the interruption of service of failure to furnish service, whether caused by acts or 
omissions, shall be limited to those remedies provided in the Cornmission's rules and 
regulations governing wastewater utilities. 
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Tab Sch/WP  ' Col # /Lino # Line # Acct No. 

Tab 

Schedule 11-5 Known and Measurable Changes - Wastewater 

Sch/VVP Amount Amount CHANGE Col Line # 

Less: Test 

Year Amount Line # Acct No. Sch/WP Tab Col # /Line # 

Undine Texas, LLC and Undine Texas Environmental, LLC 
Schedule 11-5 Known and Measurable Changes 
For the Test Year Ended September 30, 2019 

Amount Sch/WP Col # /Line # Amount 

Less: Test 

Year Amount 

TOTAL 

CHANGE Tab 
1 610 WP 1-1; WP 11-5 K&M Adj by Acct U-V; 10 (4,832.72) WP 11-6 Rollforward F/32 & 40 (21,694.07) 

 

(26,526.79) 
2 615.1 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 12 23,212.19 

     

23,212.19 
3 618 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 13 5,632.38 

     

5,632.38 
4 620 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 15 1,162.02 

     

1,162.02 
5 631-642 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 16 41,714.01 

     

41,714.01 
6 670 WP 1-1; WP 11-5 OW Adj by Acct S-V; 23 3,592.43 WP 11-6 Rollforward F/31,35, & 38 (58,451.14) 

 

(54,858.71) 
7 676 

    

WP 11-5 Office Rent M/10 35,153.90 

 

35,153.90 
8 684 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 27 (1,179.64) 

     

(1,179.64) 
9 667 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 28 2,268.48 WP 11-6 Rollforward F/33,36, & 39 (91,945.60) 

 

(89,677.12) 
10 675 

    

WP 11-7 Summary ... D/75 1,928,934.88 

 

1,928,934.88 
11 675 

    

Attachment Payroll 1st Qtr V/171 265,151.74 

 

265,151.74 
12 675 

    

Attachment Payroll 4th Qtr V/181 (396,100.58) 

 

(396,100.58) 
13 675 

    

WP 11-5 IRIS B/12 4,165.35 

 

4,165.35 
14 675 

    

WP 11-5 Audit Tax ... R/31 41,547.35 

 

41,547.35 
15 675 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 29 3,483.33 

     

3,483.33 
16 403/404 

    

WPM-2 Summary Plant ... 1/43 

 

563,906.23 507,585.95 56,320.28 

       

Post TY Adds ... Y/38 

    

17 408 WP 1-1; WP 11-5 K&M Adj by Acct S-V; 32 1,908.60 

     

1,908.60 
18 408 

    

Sch IV-2 

 

F/8 319,570.77 54,162.57 265,408.20 
19 409 

    

Sch V-1 

 

C/6 188,674.61 

 

188,674.61 

1 711 WP 1-1; WP 11-5 K&M Adj by Acct E-G/11 21,572.63 

     

21,572.63 
2 715.1 WP 1-1; WP 11-5 K&M Adj by Atct E-H/12 64,176.25 

     

64,176.25 
3 718 WP I-1; WP 11-5 K&M Adj by Acct E-G/13 12,431.24 

     

12,431.24 
5 720 WP 1-1; WP 11-5 K&M Adj by Acct E-G/15 4,458.01 

     

4,458.01 
6 731-736 WP I-1;'WP 11-5 K&M Adj by Acct E-H/16 317,612.44 

     

317,612.44 
7 770 WP 1-1; WP 11-5 K&M Adj by Acct E-H/23 7,905.49 

     

7,905.49 
8 776 

    

WP 11-5 Office Rent M/12 11,078.31 

 

11,078.31 
9 756-759 WP 1-1; WP 11-5 K&M Adj by Acct E-H/27 9,006.01 

     

9,006.01 
10 767 WP 1-1; WP 11-5 K&M Adj by Acct E-H/28 3,182.38 

     

3,182.38 
11 775 

    

WP 11-7 Summary ... D/76 607,879.60 

 

607,879.60 
12 775 

, 

   

Attachment Payroll 1st Qtr V/73 83,559.24 

 

83,559.24 
13 775 

    

Attachment Payroll 4th Qtr V/83 (124,826.12) 

 

(124,826.12) 
14 775 

    

WP 11-5 IRIS D/12 122.58 

 

122.58 
15 775 

    

WP 11-5 Audit Tax ... R/33 13,093.12 

 

13,093.12 
16 775 WP 1-1; WP 11-5 K&M Adj l by Acct E-H/29 1,747.38 

     

1,747.38 
17 403/404 

   

, 
WP III-2 Summary Plant ... 1/79 468,293.85 221,662.34 246,631.51 

18 408 WP 1-1; WP 11-5 K&M Adj by Acct E-H/32 5,551.96 

     

5,551.96 
19 408 

    

Sch IV-2 

 

F/8 54,055.35 13,264.59 40,790.76 
20 409 

    

Sch V-1 

 

C/6 189,492.97 

 

189,492.97 

Schedule 11-5 Known and Measui•able changes - Water 
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Undine Operating, LLC 

Telge Road Office Costs Estimate 

For an Annual Period 

 

Month 

 

Annual 

 

Lease $ 14,000.00 

 

$ 168,000.00 

 

Common Area Maintenance (Taxes, Insurance, Common Maint.) 3,389.67 

 

40,676.04 

 

Electricity 1,000.00 

 

12,000.00 

 

Garbage-Waste Management 210.00 

 

2,520.00 

 

J&W Janitorial 1,299.00 

 

15,588.00 

 

Internet AccessPoint-Phones and Internet Service 1,990.00 

 

23,880.00 

 

iDominion-I/T Services 2,424.80 

 

29,097.60 

 

Total $ 24,313.47 

 

$ 291,761.64 

 

Office Space Allocation SqFt 

   

Undine Operating Offices/Cubicles 6,109.00 

   

Utility Partners Offices/Cubicles 3,005.00 

   

Warehouse Space-Undine Operating 3,948.66 

   

Warehouse Space-Utility Partners 1,942.34 

   

Total Square Footage 15,005.00 

     

% Annual Monthly 

Total Square Footage-Undine Operating 10,057.66 67.03% $ 195,564.17 $ 16,297.01 

Total Square Footage-Utility Partners 4,947.34 32.97% 96,197.47 8,016.46 

TOTAL 15,005.00 100.00% $ 291,761.64 $ 24,313.47 

The total estimated cost of the Telge Office allocated to Utility Partners is $8,016.46, or —$8,000.00 rounded. 
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LEASE AGREEMENT 

ARTICLE TITLE EAffi 

1 Basic Provisions and Certain Defined Lease Talus 1 
2 Granting Clause 2 
3 Construction and Aceeptance of Leased Premises 2 
4 Rent, Additional Rent and. Security Deposit 1 
5 Use and Caro of Leased Premises 4 
6 Maintenance/Repair of Leased Premises and Alterations 5 
7 Landlord's Right of Access 6 
8 Signs aud Roof 6 
9 Utilities 7 
10 Insurance 7 
11 Igen-Liability for Certain Damages 8 
12 Damage by Casualty 9 
13 Condemnation 9 
14 Assignment and Subletting 10 
15 

 

11 Property TOMS and Assessments 
16 Defaults and Rancdies 11 
17 Landlord's Lien 13 
III Surrender and Holding Ova 13 
19 Subordination, Attorament and Estoppel 14 
20 Notices 14 
21 Miscellaneous 15 

EXHIBITS  
A Leased Promises Legal Description 
• Leased Premises Site Plan 
• Constsuction Rider 
• Intentionally Deleted 
• Rules and Regulations 

Environmental/Hazardous Waste Addendum 
• Tenant Infomtation 
• Utility Transfer 

CoMmon Ante Maintenance 

THE SUBMISSION OF MPS LEASE FOR EXAMATION,DY TENANT ANDIOR EXECUTION 
THEREOF BY TENANT DOES NOT CONErnwEA RESERVATION OF OR OPTIONFOR THE 
LEASED PREMISES AND THIS LEASE SHALL BECOME EFFECTIVE ONLY UPON EXECUTION 
BY ALL PARTIES HERETO AND DELIVERY OF A FULLY EXECUTED COUNTERPART 
DEREOF BY LANDLORD TO TENANT. 
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LEASE AGREEMENT 

, _This Lease Awn (Um') is altered into by and between the Landlord and Tenant effictive this 
the ILI day of fitrt V 2011 in accordance with the terms and conditiOns hereinafter sat forth. 

ARTICLE 1. BASIC PROVISIONS AND CERTAIN DEFINED LEASE TERMS 

LI When used hetein, the following tams shall have the indicated meanings: 

A. Landlord: AC Telge Business Park, LLC 

B. Landlord's Agent: Adkisson Group, Inc. 
Address of Landlord: 12651 Briar Forest 8250, Houston TX 77077 

C. Tenant I/nate Operating, LLC 
Billing Address of Tenant: 16681 Telge Rd, Cypress, TX 77429 

135 Leased Premises: The real property described in the attached Exhibit "A," together with all 
improvements thereon orappurtenant thereto, including an approshnately IS,000squeze foot 
building shouu as BLDG 6 on the site plan attached as Exhibit "B", more commonlyknown 
as 16681 Telgo Rd., Cypress, TX 77429 

E Lease Tem: Beginning on the Conunencetnent Date and expiring on the TerrninationDate. 

R Commencement Date: July I, 2018 (unless modified tinder Mick 3). 

G. Tennination Date: 88 months from the Commencement Date, except that in the event the 
Commencement Date iS a date other than the fust day of a ealepilar month, the Lease Tem 
shall extend for the same number ofmenths in addition to the remainder oftbe calendarnionth 
following the Commemement Date, 

11. Rent 

(1) Months I — 4: 50.00 per rentable square %of per 'Month (does not include 
additional rent of $3,389.67 

Months 5 — 36: $0.9333 per rentable squatc foot per month 

 

($14,000.00Attonth) 

   

Months 37 — 60: 50.9707 per rentable square foot per month 

 

(514,560.00/month) 

   

Months 61 — 88: 51.0095 per rentable square foot per month 
(515,142.04nonth) 

(2) Additional Rent To be adjusted according to Article 4. 

(3) Insurance Escrow Payment 5600.00 

(4) Tax Escrow Payment: 52,400.00 

(5) CAM Escrow Payment 5389.67 

(6) Total Initial Rental Payment: 517,389,67 

L Prepaid Rent 51.7,389.67 to be applied to Tenant's First Month of full rent. 

J. Security Deaosit 514,000.00 

X. Pennitted Use: office, warehouse for water and wastewateroperations and equipment, pads, 
and related ptoperty 

L. Real aisle Broker: Adkisson Brokerage &Development 

1.2 Eachof the foregoing Basic Provisions and CertainDefined Lease Terms shall be construedin 
conjunctionvith the references thereto contained in dte other provisions of this Lease and shall he limited by 
such other provisions. Each reference in this Lease to any of the foregoing Basic Provisions and Certain 
Defined Lease Tenxis shall be construed to incorporate each term set forth above. 
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ARTICLE 2.. GRANTING CLAUSE 

2.1 In consideration of the obligation of Tenant to pay Rent as heteiu provided and in 
consideration of dm other terms, covenants and conditions hereof, Landlord hereby leases to Tenant, and 
Tenant hereby takes from Landlord the Leased Premises for the Leese Tenn, unless sooner terminated in 
meordance with the terms and conditions sat forth below, 

2.2 EXCEPT AS SPECIFICALLY PROVIDED IN TIIIS LEASE, TWANT 
ACKNOWLEDGES THAT LANDLORD HAS MADE NO WARRANTIES TO MANTAS TOME 
CONDITION OF THE LEASED PREMISES, EITHER EIC.I'RESS OR IMPLIED, AND LANDLORD 
EXPRESSLY DISCLAIMS ANY EXPRESS ORIMPL1ED WARRANTIES OF MERCIWITABILTTY, 
MARKETARILITY, OR FITNESS FOR A I'ARTICULAR puma. Landlord will certain 
manufacture warranties that he will be able to transfer or utilize for any repairs. The Landlord will 
provide a ono (1) year warranty from the General Contractor on the liulidlng site work and Interior 
build out. 

ARTICLE 3. CONSTRUCTION .AND ACCEPTANCE OF LEASED PRIMISES 

3.1 The Leased Premises shall he constructed in atcordanee with the ConstructionRiderattaehed 
as Exhibit "C". [As used herein, "Delivery of Possession" occurs on the fest date that: (i) theLandlord Work 
(as described in (he attiched Exhibit "C") is substantially complete, (h) Landlord gives written notice of 
cotapletion to Tenant, and (iii) Tenant accepts die Landlord Woric by counter-signing a decimation of dtc 
Commencement Date, such acceptance to be delivered within 5 business days of the receipt off-401=ra 
written notice Ofcompletion, and not to be unreasonably conditioned or withheld 

3.2 Unless Tenant notifies Landlord in writing prior to Delivery ofPossessionof any deficiency in 
dm Landlord Work, Tenant acknowledges that (a) it has inspected and aeceprts the Leased Premises, specifically 
including the mdsting leasehold improvements (if any) dutt Wiil remain and benefit Tenant, (h) the buildings 
podia:prove:taints comprising the Leased Promises are suitable for the purimses forwhich they ire leased, (c) 
the Leased Premises are in good and satisfactory condition, and (d) no representation as to the mpair of the 
Leased Premises, nor promises to alter, remodel or improve the Leased Premises havebeen made by Landlord 
unless otherwise expressly set forth in the Construction Rider. IfTentuat notifies Landlord in writing ofany 
latent defies in the Leased Premises within 60 days after the date of this Lease, Landlord she% at its cost, 
repair suth latent defects. 

3.3 If this Lease is executed before the Leased Premises !moult view orotherwise available and 
reedy for occupancy, or ifiaty present Tenant or oacupant ofthe Leased Ptellisa holds over, and Landlord 
cannot acquire possession of the Leased Premises prior to the Commencement Date, Landlord shall not be 
deemed to be &huh hereunder and Tenant agrees to accept possession ofthe Lensed Premises at such time 
2S Landlord is able to tender die same, which date shall be deemed the Commencement. Date and Landlord 
hereby waives payment of Rent eovaing any period prior to the tendering of possmion to Tensathereunðer, 

3.4 If Tenant fails to occupy the Leased Premises for any-reason afiersubstantial completion of 
any improvements constructed in eccordimce with the Construction Rider, or ifTenant whether constnictively 
oractively prevents orbinders Landlord kora constructing the impmventents contemplated by the Construction 
Rider, this Lease shall be deemed to have been commenced automaticallyand the Commencement Dateshillbe 
deemed to be the tiate on which the improvements Would have been completed in Landlord's sole, bet 
reammable judggent but for such hindrance or prevention hy Tenant. 

3.$ Pnsvided that Temant obtains and delivers to Landlord the certifttates or policies of insurance 
called for in Article 10. Landlord, in its sole discretion, may permit Tenant and its employees, agents, 
contractors and suppliers to eater tbeteased Premises priest° the Coeuecncemeat Date (sod sech caw), atom, 
shall not constitute Tenant inking possession of tbe Leased Premises for the purpose of this Article 3) to 
prepare the I.,*sed Ptemiscs for Teases occupancy. Landlord may withdtaw any permissiongrantedpursuant 
to this Section upon 24 hours' notice to Tenant. Any prior entry shall be under all of the terns of this Lease 
(other than. the obligation to pay Rent) and at Talent's sole risk. Landlord shall not be liable in any way for 
personal inimy, death or property damage (inebuftng damage to any personal pnapenywhiclacuant may bring 
into, or any work which Tenant may perform in, del-eased Premises) which may occurbyTamtior suchother 
Frson atm as a result of any prior entry. 

ARTICLE 4. RENT, AmormAL RENT AND SECURITY DEPOSIT 

4.1 Randall accrue hereunder from the Commericement Date as stntcdìnScctioal.t, and shall 
be payable at the address of Landlord's Agent or such other place as Landlord shall designate in writing to 
Tenant. Landlord acknowledges receipt from Tenant of the Prepaid Rent, to be applied to the first monilfs 
Rent 
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4,2 Tenant shall pay to Landlord the Rent, without demand, deduction or setoff. To effeetume the 
payments due under this Lease, Tenant hereby authorixes Landlord to initiate debit entries to a deposit accotint 
to be designated_ by Tenant and 16 debit all payments due under this Lease to such account utilizing the 
eutomated clearing house (ACE) system of the Federal Restive SAtetn. This authorization to initiate debit 
cratrien shell main in NI force arid effect during dm Term of this I  AP"' TeiVint etkaiwtedgcs tint (i)ifsuch 
debit entrieS mar cause an overdraft of any such account; and (ii).if a debit is not made because any such 
amount -does not have a sufficientavailable balance, or otherwise, the Rent paymeat tneyhe late or post chic 
Rent shall bc due and payable on or before the first day of each calendar month during the Lease Tenn; 
provided, thet if the Commencement Date should fall on a date other than the lust day of a milendet month, 
there shell be due and payable a prorate proportion of theRent. 

43 Should Landlord fail to receive ayuionði1yinstoíReaidzieuzntcrtbìsLscwithiit1O 
days atter Such payment is due, Tenant agrees to pay Laedlord as a late charge, 10% deny sueh peyment in 
order to eintipensate Landlord forImpeeses inclined for processing Imo paymeets. 

_ 4A In addition to and separate from the Base Reid, Tenant willpay Landkadanamount areal to 
MITA= (as defined below) and ellInsuraece Premiums (as deftneribelow). The-amount of the Tax Escrow 
Paynient and InsurantxtscrowNyment (collectively, the ''Additional Rear) shall initially be in the amounts 
specified in Section LI. Tbe Additional Rent shall be payable monthly in advance during the Lease Tomn; 
except, however, ifthe T-eake Tenn does not begin on the fast* of a calendar month, Tenant shall pay apro-
rata portion ofsuelt sums for such partial mon& As used herein, the following tarns shall lave thehercinafter 
indicated meaning; 

A. Thelma "Dare shall tam, all taxes, assessments, special assessments, impositions-, levies, 
cbsrges, excises, fees, liecnses and other SUMS levied, assessed, charged or imposed by arty 
governmental authority-or other taxies authority or which acme on the Leased Premises for 
each erdenderyear(orportioe thereo0 during the tennofthis Lease, and all penalties, Manta, 
end other Charges (vith respect to Taxes) payable by mason of any delay in or foilure or 
refusal of Tenant to make the* paymerit m required wider this Lease. 

13 The term Insurance Premitims" shall mem, the total annual inseraricepraniunts which wane 
on all fire and extended coVerage insurance, boiler insurance, public liability and praperty 
damage insurance, contractual liability insurance and other insurance Alias, from titne to 
time, may at Landlord's eleetion be carried by Landlord wan:sped to the Leased Premises 

, during any applicable calendar yesr (or portion thereat) occurring during the term of this 
Lease; provitted,lowever, in the event that during any suchealendar year all or any part of 
such coverage is written under eblanket pulley" orohscistsucussazerihest.s.zrdlord 
was not cherged a stmeific insirance marina applicable solely to *Leased Premises, then 
in such event, the amount considered to be the Insurance-Premilim with respect tei such 
coverage fel- such calendar year shall bet -diet emouat which weak' have been the amival 
insurance premium payable under the rates in effect et the first day of sueh applicable 
ealeadaryearfor a separate Texas Standard-Form inseam= polioy generally providing such 
type and amount of coverage (without any deductible amount) with respect to the 1.eaced 
Premises (considering the type of construction and other relevant matters) irrespective of the 
fact that Landlord did not actually carry such type policy. 

C. The term "CAM' shall apply to the common areas. of the development project commonly 
!mown as Telge Business Park Phase If for costs listed on Eichibit For elarillcation, the 
share ofAdditional Rent forCAM shall be a proportionate amount ofthe total CAMassigned 
to 16681 Telge Road as set forth on Exhibit I. 

4.6 The initiatmonthly AdditionalRent payments are based upon estimated amounts ofthe 
Insurance Premiums and CAM shall be increased or decreased annually to reflect the then current projected 
casts of all such ciponses. The taxes once fay assessed by_the taxing authority will belie an inereme from the 
stated would on Sectionii (2)TaXEserowLandlord shall total all expemees annually, stud rocoacile theuttusl 
amount of such expenses against Tenaors total Additional Rent payments. IfTenanrs toml Additional Rent 
payments are less than theactual amount ofsuch expenses, Tenantshall pay the difference to Landlend 
10 days after domed. Mho total Additional Rent payments ofTenant memo= thanthe actual amount ofsuch 
omen-its, Landlord shall retaia such excess add eretfit it against Testanfrifisture liabilities krsuch expanses. 
Tenant shall have the right to review, at Tenant's expense, and after giving 20 days ptior notice te Lendlord, 
Landlord's records relatiog to the Taxes and insurance Premiums for any periods within 2 years prior to the 
review; provided, however, no review shall extend to the periods oftime preceding the Connneneement Dere. 

4,6 IX at any tirne during the Lease Term or any renewal or extensiou thereog any special 
assess:mats should lie made against the Leased Premises, whether for street improvements orothapurposes, 
the Additioefral Rent requitedto be paidby Tenant to Landlordunder the terms ofthis Lease slab& 
by a suns equal to dm fraction (having a numerator of one and a denominator of the number of ni 
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appropriate govenntemal ageecy levying such assessment Remits Landlord to pay for maw) of the amount of 
such assessment, plus any interest Landlord must pay thereon, Such increase shall become effective on thc Fast 
day of the month following the month in which such assessment or expenditure is mintimd to be paid by 
Laarfiond and shall continue nntfi the expiration or earlier termination of the Lease Term nod any renewals or 
extensions thcreo1 or until the expiration of that number of months (being the number of months the 
appropriate governmental sgency levying such assessment permits Landlord to pay for same) after the lust 
stmh increased Additional Rent payment shall become due, whiebever event shall first ottour, 

4.7 Thit Lease is a triple net lease, and Tenant shell pay all cost, taxes and assessments, the 
payment for which Lendlord or Taunt is or becomes liable for by reason of Tenanes Wale or interest in the 
Leased Premises or in this Lease, or which are connected with or arise out of the possesSion, use, occupancy, 
maintenance, buliding, or rebuilding ofany imprövements to the Leased Premises, or repair or remodeling of 
Ibe interior of the Leased Premises, or a portion thereof. 

4.$ Tenant agrees to deposit with Landlord on the date hereof the Security Deposit whichshall be 
held by Landlord, without obligation for interest, as security forthe perlbnnanee ofTenant's obligations ender 
this Lease. It being expressly understood and agreed that the Security Deposit isnot an advance retnal deposit 
ora Measure of Landlord's damages in ease ofTenanes default- Upon eich occurrence of an Event ofDefault, 
Landlord may use all or part of the Secutity Deposit to pay pest due Rent or other payments due Landlord 
under this Lease, andthe cost ofeny other damage, injuty, expense or liability earned by suchEved ofDefitult 
without prejudice to any other remedy provided herein or provided by law. On demand, Tenant shall pay 
Landlord the amount that will restore the Security Deposit to its original amount. I Mont isin default under 
this Lesse, more (1)=2 times within any 12 month period, irrespective ofwhether or not such default is cured, 
then, without limiting Landlord's other rights and remedies provided for in this Lease or al laworkequitY, the 
Security Deposit shah automatically be increased in an amount equal to 2 times the origioal Security Deposit, 
which shalt be paid by Tenant to Landlord on demand IfTenant is not then indefitult hereunder, any ternainiag 
balance of the Secority Deposit shall be returned by Landlord to Tenant upon termination of this Luse; 
provided, however, should the Lease terminate, 23 herein provided, during the middle of any year, Landlord 
shell be pennitted la retain the Seeurity Deposit to sec= tho payment of any and all amounts, which aro 
provided for in this LeitS; which might be due for the Tenant's pro-rata portion of the year that Tenant had 
occupied tbe Leased Premises. The Security Deposit shall be promptly returned to Tenant if Landlord 
determines that no edditional =omits are duchy the Tenant for sea year. If Tenant owes any such additional 
amountathe same shall be deducted from the Security Deposit, and the balance thereof, irony, remitted to the 
Tenant. 

4.9 Landlord aud Tenant are knowledgeable and experiencedin commercial 42113Bctions and agree 
that the provisions of this Lease for detennining Additional Rent payable by Tenant are commersially 
reasonable and valid even though such methods may notstate a precise mathematical Formula for detenniniag 
such chars. ACCORDINGLY, TCNANT VOLUNTARILY AND KNOWINGLY WAIVES (To THE 
MAXIMUM EXtENT ALLOWED UNDER-APPLICABLE LAW) ALL RIGHTS AND BENEFITS OF THE 
TENANT UNDER SECTION 95.012 OF THE TEXAS PROPERTY CODE, AS SUCH suenori NOW 
EXISTS OR AS MAY BE HEREAFTER AMENDED OR SUCCEEDED. 

ARTICLE S. USE AND CARE OF LEASED PREMISES 

S.I The Leased Premises shall be used and occupied only for theTennitted Use. Outsidestotage 
shall be limited to the fenced arta within the Leased Premises, or as otherwise agreed inwThing by Landlord, 
and shall be maintained in a neat and orderly manner. Tenant shall at its own cost and expense obtain any and 
all licenses-and permits-necessary for any Such use. Tenant shall comply with all governmental orders and 
directives for the conection, prevention and abatement ofnuisanees ia or upon, or connected with the Lensed 
Postnises, all A Tenanes sole expense. Tenant shall take care of the Leased Premises and not permit any 
unreasonably objectionable or unplmsant odors, smoke, clog, gas, noise or vibrations to etneeate flora the 
Leased Premises madam take any other action which would constitute a nuisance. Tenant will not permit the 
Leased Premises to be usedlbr any putpose or in any manner which would (a) render the insurance thereon 
void Or the insurance riskutore hazardous; CO cause* State Board of Insurance or other insurance authcaity 
to disallow any sprinkler credits; or (c) increase the tut ago:tended coverageinsurance rate onthe building or 
structure located on the Leased Premises are a pat or its Contents. Holly increase in the fire and extended 
coverage insmance premiums paid by Landlord is caused by Tenant's use attd occupancy of the Lewd 
Premises, et ifTenanevaptes the Leased Premises and 'causes en increase Mach premiums, thenTenantshall 

. pay to Landlord as additionel rental the anaount (trait& increase. 

51 Teals% shall, at its own expense, comply witb all laws, osiers, anti requirements of all 
governmental entities with rekence to the use aad occupancy of tbe Leased Premises. Tenant read Tenant's 
agents, employees and invitees shall fully comply widt the Rides and Regulations attached as Exhibit "E". 
Landlord may make reasonattle changes in the Rules and Regulations from time to time as deemed ad 'sable 
fOrtbc saraY, MC and dowdiness ofthe Leased PrO31i5C3, prOVidectsamc arc in weilingand arc not in 
with this Lease. 

4 

239 



Malt 

Attachment B to OPUC 1-20 
Page 6 of 30 

5.3 Tenant agrees to ortmly with the terms, covenants and provisions of the 
Environmentalniezaidoes Waste Addendum which is attaehed las Exhibit- "F". 

ARTICLE 6. MAINTENANCE/REPAIR 
OF LEASED PREMISES AND ALTERATIONS 

6.1 Landlord shall keep the structural soundness of the foundation, exterior walls (exceptplate 
glass, wiodows, doors, door closure devises, window and door frumps, molding, locks and hardwara, and 
interior painting or other interior treatnients of exterior walls), and exterior roof oftbe Lensed Premises, and 
roof membrane itt goodrepair, except that Lendlordshell not be tog:tired to provide =anal maintenance Odle 
Leased Premises, includimpaintine of the exterior walls or make nay repairs occasioned by sin act of willful 
misconduct or negligence by Tenant, its employees, subtenants, lieensees and concessiontirra. In the event that 
the Leased Premises shouldbecome in need Ofrepairs required to be made by the Landlord. Tenant shall give 
prompt notice themof to Landlord, end Landlord shell proceed with reasonable apace to =these& repairs, 
Landlord's obligation to repeir or replace the aforementioned items shalthe limited solely to the cost ofstrah 
repairs or replacement or the curing of say defect in the same; provided that if Landlord- fails to Satisfy its 
obligations in a inn* manner, Tenant has the right to make such repair or replacements and Landlorcishall 
promptlyrehnburse Tenint for such eosts within 30 ratys after demand therefor by Tenant 

6.2 Except as specifically provided in this Lease, Tenant shell keep the Leased Remises, including 
the patting lot, driveway, and sidewalk (ifamy), in a good and clean condition andshall at its sole cost and 
expense make all needed repairs =Emplacements, including cracked or Wrangles:, window% doors, heating 
systent, pbunbing work, pipes anct fixtures, air conditioning equipment, electrical equipment and fixtures, 
utility lines, and the interior and exterior of the Leased Premises generally. Tenant shag make ell necessny 
repairs earl replacements ofits fixtures required for tho proper conduct ofits business. Tennit shall repaint the 
bonding and all pottions thereof (interior and exterior) from time to time whenever the sarne maybe necessary 
to preserve the building in good condition and maintain it in an attractive appearance,. Tenentshall maintain all 
landscaping at or About the Lewd Premises (or originally installed hy Tenant ht accordance with the terms 
hereof) in rt neat and attractive condition. Taint shall also perform petiodic extennination and pest control 
within the Leased Promises to keep them free from inscet and Vennin infestation. At the ramitationor earlier 
termination of this Lease, Tenant shall surrender the Leased Premises, including all improvemonta located 
thereon (nxcept as otherwise provided in iheLease) in good condition, reasonable =Brand tear and damage by 
fire or other casualty excepted. Landlord agrees to afford to Tenant the-benefit of any gumanties or =trusties 
of third parties which may bt appliesble tO ara4randitioning equipment and other maChinctY and 64:10i010001 
installed by Landloni in the Lamed Premises, without recoutse upon Landlord. Notwithst.mding the foregoing, 

durin,q the Lease Train (and thereafter during Teneat's continuing possrasion orthe Leased Premises), arty 
au comfitionet which is to be repshed by Tenant under this Lease-can no longer relsonably be repaired (or if 
repairs are successively =de to the air conditioner because of repeated failure), then the cost of the 
replacement of such air cowlitioner will be allocated between Tenant and Landlord as follows: 

(A) Rabe age of the applicable air conditioner equals exceeds the expected life or similar term as 
set forth in the materials provided* the manufacturer thereof ("the Expected Ufa") then Landlord shall pay 
for the entire cost of such replacer-nem air conditioner. 

(B) If the age of the applicable airconditioner is less thretthe Expected Life, so long as the =we 
of the replacement of the air conditioner is not attributable to Tenant's use or misuse of the air conditioner 
beyond the operational, fimetional oc structural capacity thereof them the cost of the replacement shall be 
allocated between the Landlord andTenent as follows: The Tenant's share (ie., the mown thereof to be paid 
by Tenant),will be equal to themoduct of the total cost thmeofmakiplied by a fraction (not to exceed 1.0) the 
numerator of which is equal to the then remaining Lease l'enn of the Lease fin days) and the denominator of 
which is equal to the cost ofsuch replacement air . conditioner. The balance ofthecost will be the Leadlord!s 
sham. 

6.3 IfLandlord considers newkrary any repairs, nsainteeance, renewals or replacentents required 
by the provisions ofthis Lease to be mode or provided by Tenent,Londlord may anttegtthet Tenant nuke such 
repairs or perfotm such maintenance or provide such renewal or replacements, and, upon Tenant's failure or 
refusal to initiate and pursue dslivatly to do so within 10 days aier notico is deliverul to Tenant by Landlocc1 
(and in any event in ease of an emergency irrespective of whether Landloni shall have requested or chained 
Tenant's prior consent), L.andtord ahaltintve the right (but shall not be obligated), to inakesneh repair. Perform 
such maintenance or provide such renewal or replacement; thereupon Tenant will, at Landlord's &ration, on 
OeMand Pay (or reimbutse Landlord for) dm reesonabfe cost thereby incurred by LI/milord. Foam:tempos= 
an "emergency" shell be deemed to exist it in the good Faititjudgment of Landlord, prampt action is needed in 
orderto prevent dead], bodily injury or property damage. Any seek sum which'franntbecomes liableto pity to 
or reimburse Landlord for hereunder may be trrated by Landlord as a powion of the rental clue end owing by 
Tenant to Landlord with thenext succeeding installment of Rent due hereunder, for purposes ofilesennining 
Landlord's remedies in the tweet ofany failure* Tenant to pay such stral tO Lendlord CO With 
the no* =weeding installment ofRent due benunder. tetartellord makes any such mpairs,perfonnt suell - 
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niaiutenance, or provides any such renewal or replacement, or undertakes to do so, then Landlord shall not be 
liabk to Tenant fortny loss or damage that may oceur to Tentutes merchandise, fixtures, or other property, or 
to Tenant's lmsiuess incident to such action by Landlord. 

6.4 Tenant, at its own cost and expense, shall enter into a regularly scheduled preventative 
maintenance/service contract with a maintenanee contmetor approved by Latidlord forsctvicing all hot water, 
heating-and air conditioning systems and equipment within the Leased 'Premises. The service contract must 
include all services suggested by the equipment manufammer in its operations/maintenance maned and nnist 
b6COMIS effective and a copy thentordelieered to Landlord witbin30 days ofthe date Tenant takes possession 
of the Leased Premises. 

6.5 Tenant shall not make any openings in the met or exterior walls, nor make any alterations, 
additions, or improvements to the Leased Premises without the prior =Men consent of I.andlord (which 
consent shall not be unreasonably withheld or delayed), except for the installation of unatmehed removable 
bade fixtures which may be installed withont dolling, cutting or otherwise defacing the Leased Premises. AU 
alterations, additiormimprovements and fixtures (other dam unattached, movable tradefistines lad equipment 
which may home& or installedby eitherparty hereto)upon the Leased Premises, int= ding, but umlimitedto, 
the HVAC system, pipes, paneling or other wall covering, any linoleum or other floor coveting of shriller 
character which may be cemented or otherwise adhesively affixed to the floor ditto Leaser/Premises, shall 
remain upon end be surrendered with the Leased Premiseš and become the property of Landlord at the 
expiation or earlier termination of this Lease, all without credit or compensation to Tenaat unless Landlord 
requests their removal at the time of installation thereof in which event Tenant shell remove the. same and 
restore the Leased Preinikts to its original condition at Tenant's sole cost and expense. All plumbingor other 
electricd wiring connections exposed as result of the removal of Tennat's removable trade fixtures, shall be 
kept by Tenant in a safe:rad workmanlike meatier. 

6.6 tf at any time, during the primary tenn oftbis Lease or eayrenewal or extension thavot toly 
governmental agency or body requires a modifteationnr change in the Leased Piemises or any part thereof, 
including, without limitation, the Americans with DisabnitiM Aet of 1991) duo to Tenants use of the Leased 
Premises in e manner eat consistent with the uses pemaittect hereunder (the wADA''). If Tau= is responsible 
therefor in accordance with the preceding sentence, Tenanishall Make such niodifictOas or dhange atits sok 
cost, unless Landlord elects, at its sole option, to perform suchwork then Tenant shall pay to the Landlord, on 
demand, the total cost of such incidefitatiusor change. 

6.7 All construction work clone by Tenant shell be performed in a good andworimmedike manner. 
in camellia= with all governmental requirements. Without limitation on the generality of the &regain, 
Landlord shall have the right to require that such work be perfenned in accordance withrules and regulation:1 
which Landlord may limit timo to time reasoaably prennibe. All costs ofsuch work shalibe paid promptly so 
as to prevent the assertion ofany liens for labor or materials. Tenant specs to indemni0 Landlord and hold 
Landlordharndess against any loss, liability or damage mulling front mach work and Tenant shell, ifraquested 
by Landlord, furnish treasonable bondnr other seeunty satisfactory to Landlord llialust ord. suchhAts=li2bilitY 
or damage. Whenever Tenant proposes to do any ourstraction wink, it shall fast finnishto Landlotd plans and 
specifications in such detal as-Landlord may request =vain all snel. In no eveMaW  

wi ut an or ten en appzo o suchplans an ons, which consent Shall 
not be =reasonably withhdd or delayed, and Tenant fimaishin i therLandlo inseam 
assurances es Landlord sbalfressonotyraintre. 

ARTICLE 'I. LANDLORD'S RIGHT OF ACCESS 

7.1 Landlord, ite employees, contractors, agents and reptesentatives,sliall have the right to eaten 
upon the Leased Premises chning normal business hoots, unless -for einergettcy reasonsjor the purpose of 
inspecting the same, or of making =pairs to the Leased Premises, or of showing the Leased Premises to 
prospective purchasers, tenants or lenders. In an emetgeacy, Landlord (orsuchotherpersons and firms) may 
use any means to open any door into or in the Leased Premises without any liability therefor, 

ARTICLE 8. SIGNS AND ROOF 

8.1 Tenant shall not, without Landlord's print smitten consent, which consent shall not bn 
munasonably-withheld or delayed, (a) install Outside the interior surfncp of the perimitervalls of the Leaged 
Premises any lighting or awifings, or any decorations or paintings, (V install anythapeS, blinds, sharks, °rather 
coverings en the windows and entrance doors, or (e) erect er install any signs,-window or door lettering, 
_placards, decoratioes, or advent:sing media or any mac whigh can bc viewed flora =thick of the Leased 
Paniises. 1Jsìgns.ìnstIlIcdalsal1Iekeptiszgooitconslition and in proper *Le:rating order at an times. TeMili 
shall repair, paint, taior replace the building finds-surface to which its signs are attached stvacatlonofthc 
Leased Prestmes, or the removel or alteration ofits signage. All sigas, decoratrons, advertising la, blinds, 

neìiIItE E Eityini1aJ1a1iomsbaflconfonnatTçstanfs 
all respects to the criteria established by Landlord and any applicable governmental laws, o 
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regulations, or other requirements. Use of the roof is reserved to the Landlord, provided such use does not 
nnteasonebly inter-the with Townes occupancy. 

ARTICLE 9. unarms 
9.1 Landlord agrees to providc nennal water. sewer, electricity, and telephone service connections 

tO the Lensed Potmhes -upon die Commencement Date hereof which connections, regardless of location, shall 
hereafter be mahitsined by Tenant. Tenant will at its own cost and expense pay for all Water, senitety sewer, 
gas, elecuieity and other utilities used in connection with the Leased Premises, inelnding the connection cost 
thereof and will save and holdLandlord harmless from any charge or liability for URN- Such payments shtdl 
be made illiestly to the supplier of any utility separately metered (or submetered) to the Leased Premises. 

9.2 Should any governmental body or agency determine that the Tenant's useofthe sanineY sewer 
system setving the Leased Premises causes the sewerage standards of the Leased Premises to exceed the 
maximum pernitkxl amount provided by such governmental body or agency, which causes an additional 
impact fee to be charged. Tenant shall be required to pay the amount of such charges. 

93 Landlord shall not be liable for any intemiption whatsoever in utility services due to fur, 
accident, strike, tiets of God, or other causes beYond the eonttol ofLandlord or in order to make alterations, 
repairs, or improvements. 

ARTICLE 10. INSURANCE 

10,1 Landlord shall obtain-and cause to be maintained upon the buildings situated on the Leased 
Premises, Causes of Loss - Speciel Fotm property insurance ((onnerlyknown as "All Risk',  and such other 
insurance as Landlord or its lendernmy deem appinpriate. Tenant shall pay to Landlord, as Additional Rein, 
the Insurance Escrow Payment, which amount will be adjusted in accordance with Article 4. 

10.2 Tenant shall obtain and maintain through the Lease Tenn die following policies ofinsuranctx 

A. Causes ofLoss - Special Porm (formerly known as *All Risk")  property insurance, (iso Penn 
CP 10 30 or equivalon) covering the teplacement costs, without deduction fordepreciation, 
of (i) all alterations, additions, partitions, and improvements both mum* situated ou the 
Leased Premises and those installed or placed on the Leased Premises by Tamil or by 
Lendlord on behalf ofTenant, and (ii) all of Tenants personal property located it and oft the 
Leased Premises (including, but not Ihnited to, the liVAC system and plate glass). 

B. Commercial Geosral Liabllity Insurance (ISO Form. CO 01 12 04 or equivtdent) vainest im 
"occurrence" bale against all claims an account of liability of Tenant, with limits, against 
claims forhodily, injuty, death, sickness and/nowt), &mac oceturinginorabont die Leased 
Premises, such inSurence to afford protection of not less than S1,000,000.00 per occurrence, 
S2,000,000.00 general aggregate, and en mnbrells. funk of S3,000,000.00. 

C. Rental income insurance with coverage for actual loss sustained up to 12 months sufficient to 
cover Tenant's rental obligations under this Lease. 

E. Worker's compensation insurance and employer's liability insurance, is compliance with 
statutory requirement:. 

F. Business Automobile Liebility insurance covering Tenant's vehicles with proper limits, but 
not less than S1,000,000.00 coinbined singk limit. 

G. Sneh other policy or policies of insuosswe as lasdlord may seasonably require against other 
insurance hazards which at the thne are commonly insured ngiiinst in the ease of premises 
similar situved, ivithaufslegard given to the height and type ofthe improvemests located on 
the Leased Premises, its construction, location, use and =mime* and any replacements or 
substitutions therefor. 

Tenant shall deliver to Landlord, prior in the Commencement Date, prooforsuch insurance(on ACORD Form 
2S, or ISO Form 20 26, or equivalent) and shall, at ill times during the Lease Term, deliver to Landlord upon 
request, true and correct copies of said insurance policies. The pelicy or policies shell (i) other than the 
Worices compensation instuence, name Landlord and Landlord's Agent as additional insured, Oihirovide that 
they will not be canceled or reduced in coverage without 30 days' noticeto Landkinl, (iii) insure anoceunence 
=drat a claims tande basis, (iv) contain a replacement cost eadoisement (v) contain a dcalicale of 1'0 1:11°M 
dien$10,000.00, and (vi) be primary coverage, so that any iftsurance coverage obtained byLendlood shall be in 
excess thereto_ Tenant shall deliver to Landlord certificates attracts* at least 30 days pier to the expiration 
date ofeach such policy end copies ofnew policies atleast 30 days prior to terminating any such po cies. All 
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policiet of insurance requited to he obtained and maintained by l'enant shall be subject to the reasonable 
appmvel ofLandlord as to terms, coverage, deductibles anti issuer. 

10.3 Landlord end Tenant hereby waive all claims, tights of recovery and causes of action that 
either patty or anyparty claiming by, through or under such party may now or hereafter have by subrogation or 
otherwise against the otherparty or against any ofthe other potty's officers, directors, shareholdas, partnere or 
employees for any loss or damage that may otour to the LeasedPranises. Tenant's improvements or anyofthe 
contents of any o f the foregoing by reason of fire or other enuelty, or by reasonof any other eauseexcept moss 
negligence or willful misconduct (thus including simple negligence of the parties hereto or their officers, 
directors, shareholders,. partners or employees), the could have been inset= egainst ander the terms ofthe fire 
and extended coverage Insurance policy requited to be obtained andmaimained under this Article 10; provided, 
however, that the waiver set forth in this Section shall (*) be ineffeetice against any insurer of Landlord- or 
Tenant to the extent that the waiver is prohibited by the lava ot instuance regulatioat of the state in which the 
Leased Premises is locawd or would invalidate aey insurance coverage of Lartillotd or Tement, and (b)not apply 
to any deductibles on insurance policies =tried by Landlord or to any coinsurance penalty which Landlord 
might sustain. Londlord and Tau= hereby agree to cause (ifavailable) an endorsement to be issued to their 
respective insurance policies mcognizing this waiver of subrogation. 

10,4 Tenanthereby assumes liability for, and agrees to cleihnd, indemnify', protect andhold harmless 
Landlord, its successors, assigns, affiliates, directors, shareholders, partners, coetraaors, employees end vans 
(all of the prior parties individually and collectively, the landlord's Relined Partite) from aud against, all 
liabilities, obligations, fines, demands, judgments, losses, damages, penalties, claims, actions, suits, costs, 
expenses and disbursements (including court costs mid reasonable attorneys' fees) of every kind or Character 
(a) arising firon: any breath, violation or non-performance of any tarn, provisiou, covenam, agreement or 
condition On the part ofTenant beteunder (13) recoveted from or =sated against any ofthe Landlord's Relined 
Parties on account of injury or danige lopersonor propaty to the extent that any such damage or injury may 
be incident to, arise out of or be caused, either approximately or remotely, wholly or in pad, by any net, 
olnission, negligence, or misconduct on the part of Tenant or nay of its agents, servants, employees, 
contractots, or invitees or ofany other person entering upon the LeasalPranises under or with the express or 
implied invitation or pennitskin of Tenant, (c) raising from or *rising outof the ocamartey or use byTenant, 
its agents, servants, einployees, contractors, or invitees entre Leared Premises, or =sing from or out ofany 
event, citeumstance, or occurrence within the Leased Premises, howtoever caused, and/or (0) suffered by, 
It:coveted from or asserted against any of the Landlord's Mated Parties-by Tenant's employees, agents, 
servants, contraetors, or invitees. Such indemnification ofany ofthe Landlord's Related Patties by Tau= shell 
be effectiveualess soeh daniage results from the gtoss negligence or firl misconduct of Landlord or any of 
the Landlord's Related Patties or any of their respeedve i authorized agents or employees. 

10S The provisions of this Asti* shall sortivt foconcyowilhoczpiraiioãorienizinaxion 
of this Lease with respect (Wady elnim or liability occurzing prior to such capitution termination. The 
indemnification provided by this Article is subject to the Landlord's waiverof recovery speeifialabove, to the 
extent ofLandlord's recovery ofloss proceeds under policies of insurance descfibed 

ARTICLE 11. NON-LbtRILITY FOR CERTAIN DAMAGES 

11.1. Except st specifically provided herein, Lannon! and Landlord's Mired Partits shall haven° 
responsibility or liability to Tenant, or to Tenant's officers, directors, shmeholders, partners, employeesogems, 
contractors -or invitees, and Tenant hereby waives and releaserany claims against Landlord and Landlord's 
Related Pallies for bodlly injury, death, propexty damage, business interruption, loss of profits, loss of trade 
secrets or other direct oreonsequential dernages occasioned by (a) fottemejeure, (b) vandalism, theil,butglary, 
robbery, rape, monk; assault, and other etiminal acts (other than those committed by Landlord and its 
Corployees), (e) water leakage, tho backing up of drains, or flooding, or (d) the repair, replecement, 
maintenance, damage, or destruction of the Leased Premises. 

11.2 Any andall security ofany kind for Tenant, Tenant's agents, employees ct•invitces,theLeased 
Premises, or any personal popetty thereon (including, without limitation, any personal property of any 
sublessee) shall be the soletesponsibdity and obligati= ofTenant, and shill bo provided byTenattm Tenant's 
sok cost and expeuse. Tenant ackoowledgea and agrees that theLandlord shall have no obligation or liability 
whatsoever with respect to the same. Tenant may, at Tenant's sole cost and expense, install alann systems in 
the LeasedPrerni=s provided such instillation complia withihe provisions of Miele 6 hercot 43:nivel of 
such alarm systems 5hall ke Tenant's sole responsibility end, at Tennat's solccost and expense, shall be 
completed prior to die Leese termination aud all affected emus ofthe Leased Pianists/ shall be repaired =Mar 
restored in a good and vaaAtmenfike manner to the condition that existed prior to such installation. 

243 



Attachment B to OPUC 1-20 
Page 10 of 30 

AltTICLE 12. DAMAGE BY CASUALTY 

12.1 Tenant shell give prompt notice to Landlord of any damage caused to the Leased Premises by 
fay or other.casualty, including a description ofthe damage and, as for as is blown to Tenant, thc cause ofthe 
damages. 

12.2 In the event (a) the improvements located on the Lensed Premises are totally dennwed,(b)the 
improvements located on the Leased ?realises arc partially destroyed but in Landlord's reasonable opinion, 
cannot be restored to an economically viable and quality project, (c) (ke =swan= moceeds payableto Landlord 
as soak ofsuch casualty are, in Landlord's teasonable opinion, inadequate to =tomtit* portion remaining to 
an economically viable and quality pioject, or (d) less than 24 fidt calendar months remain in the-Lease Terns, 
buidlord may, nt its election exercisable by the giving ofnotice to Tenant within 60 days after the mushy, 
manilla= this Lease as of the date of the casualty or the date Tenant is deprived ofpossession of the Leased 
Premises (Whichever is later). If the it:Rotation time is estimated to exceed 6 months, Tenant may elect to 
tenninnte this Leaso on notice to Landlord no later that 30 days alter Lendlord's notice. If this Lease is not 
terminated as a result of a casualty, Landlord shalhestore the LeasedPmnises M substantially the condition in 
which the same (misted prior to the casualty. Landlord's obligation to rebuild and repair shall in any event be 
limited to restoring the LcasedPremises to substantially thc condition in which the same existed prior to such 
casualty, exclusive of any Tenant Work (as defined in Exhibit "C") or other alterations, additions, 
improvements, fixtures and equipment installed by Tenant. Tenant shall, subject to delays arising from the 
collection of insUrance moceeds or from Force Majeure events, promptly recnter the Leased ?remises and 
commenee doing business bi accordance with this Lease. During the period ofrestoration, Rent shall be abated 
to the extent that Lendlord receives the rental loss insurance ptovided in Section 10. 2.(C) and the Lensed 
Premises are modeled Untenantable. After the restoration ofthe Leased Piemises, ftentshollbe reduced to such 
extent as may be fair and reasonable under the circumstances, as reasonably determined by Landlord 

12.3 Notwithstanding anything herein to the eontraty, in the event the holder ofany indebtedness 
seemed by mortgage or deed of trust covering dte Leased Premises requires that the insurance proceeds be 
applied to such htdebtedness, Landlord shall have the right to terminate this Least by delivering notice of 
tehniisition1oTenantavithin15 dais aitcrsuchreuire*ñcntismnbyanysnchhotdcrt1cnpoaaR 
rightb and obligitions hereunder shall Cease and tenninate. 

12.4 Temant, in the event of* casualty loss to the Leased ?remises, shall pay =Landlord, the cost of 
the deductible applicable to the insurenco policy maintained putsuant to Article 10 of this Lease. Such 
*ducally Mount shall be payable to Landlord within 10 days of receipt front Landlord of a statement 
(herefore andapaymentikereofby Tenant shall be a condition precedent to Landlord's obligations to repairer 
restore the Leased Premises as providedeltove. 

ARTICLE 13. CONDEMNATION 

13.1 If during the Lease Term. au authority with the power ofeminent domain condemns an ofthe 
Leased Premises, then this Lease shall ternainate, on the date such authority takes possession of thc Leased 
Premises. Ifless than all their:Asa Premises is condemned, then Tenant abaft have therightto termittatethis 
Lease if a Substantial ?onion (as defined below) of the improvements On the Leased Premises should be 
condemned in such a manner that the helmet oftheLeased Premises are not fit for the oantinueduse by Tent= 
fer the ?emitted Use. As used herein, the tenn "Substantial Portion" shall mean the condeffinationof20% or 
more of the Leased Premises or Tenant reasonably determines that the Leased Premises will no longer bc 
suitable fern:nut'. Tenant shaft exercise the termination rights of this Section no later than 30 days after the 
condemning authority takes possession oftheportion of the Leased Pe:guises. Immeeliattlyuponthetikingof 
possession of the portion of the Leased Ptemkes taken by the condenining authority, if this Lease is not 
terminated, the Bernthal! fie reduced to suclrextent as may be fair and reasonable under the eircuntstances, es 
reasonably determined by JAI:0prd. When any stsch redaction in Rent has-been computed by Lendlord, 
Landlord shall notify Tenant of the amotun of the new monthly Rent payment amount. 

13.2 lathe tRalt the Term= does net elect to terminate this Lease pursuant to the above Section, 
Landlord shall nstore the Leased PP:Mises remaining after the taking to substantielly the same condition to 
which they existed prior to *bemiring, Any such restoration work shall be performed within* reasonable time 
period, dens diligehtly *ad continually tuafteompleted The Ltmdlord's obligations to rebuild andrepairshall 
kw event be limited to zestosing the Leased Premises to substantially the conclitim in which the same existed 
prior to such coademnation, exclusive ofany Tenant Work-(as defined in Exhibit "CP)oranirofteraltemtions, 

-additions, inmmvernents, fixtures and equipment installed by Tenant. Tenant shaft, subject to delays arising 
from the colfection of condemnation pror"Nts or front Force h•fajenre events, PrelePtly re-enter thel-eased 
Premises and comnicnee doing business in aeconlance with this Lease. Any restoration wodr17LendlOrd on 
the Leased?rernises shall not constitute an eviction or thsturbanee of Tenant's use andpassendon ofthe Leased 
Premises or a breach by Landlord of any of its obligations under this Lease or render Landlord liable for 
damages or entitle Tenant to be relieved from any of its obligations under this Lease (with the exception of a 
Mnportionate reduCtion in Rent) or grant Totem any right ofoff-mt or recoupment. In adtfition, Rent bc 

c
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abated during the restoration process based on the proportion of the Leased Premišes trot available for use 
during such restoration process. 

13.3 All sums awarded or agreed upon beiween,Landlord and the condemning authority for the 
taking of the fee and any and all improvements thereon, whether as damages or as compensation, will be the 
property of Landlord. AU sums awarded or agreed aponbetween Tenor* and the condemning authority lbrthe 
taking orfenant's lessehold interest in the Leased Premises andTenant's Removable nide Fixtures will be the 
property of Tenant, Tenant hereby assigns to Landlord all proceeds awarded for the condemnation of the 
Leased Premises so long as such proceeds are not compensation or damages payable to Tem& for Tenant's 
/easehold interest the Leased Prenrises. Tenant agrees that the condemning authority shall cause all ttheeks 
and drafts issued by it for the taking of the fee and &Award forimprovernents, whether as compensation or as 
damages, to ha issued payable to the enter ofLandlord. Landlord vises that the condemning authority shall 
came all checks and drafts issued by it forthe taking ofTenant's leasehold intereg, whedier as compensationor 
-damages, to be issued payable to Tenant, Upon request ofLandlord, Tenant agrees to promptly execute such 
instrument,or instruments, as Lriadlord may reasonably request as evidence ofdte Texas caution of into:0 
in such portion ofdtc Leased Premises that is condemned by sneh authority and that this Least =tisanes to be 
effmtive as to the balance ofthe Lcmcd Premises not condemned. To the extent Taunt haspaid &Additional 
Work, Tenant shall be entitled to the unsmortized value of nay such Additional Work in proportion to the 
avard received by Landlord for the improvetnents condemned. 

ARTICLE 14. ASSIGNMENT AND SUBLETTING 

14.1 Tenant shall not assign this Lease nor sublet all or any pert of the Leased Premises without 
prior written consent of Landlord; provided, however, if the proposed assignee or subtenant is, in the 
reasonable ;minion of Landlord, of tonal or better Enancird tondition to Tenant. Landlord shill nut 
unreasonably withhold its consent to the assignment CW sublease. Amy attempted assignment, subletting, 
traneer or encumbrance by Tenant in violation ofthis Section shell he void. Upon the occurrence of anEvent 
ofDefault (as cletured below), if all many pad of the Leased Premises are theo assigned orsublel, Landlord, in 
addition to any Other-remedies provided by this Lease or provided by law, may, at itsoption, collect directly 
from the animate or subtenant all Rent becoming due to the Tenant by reason of the assignment or sublettingi 
Notwithstanding any subletting or issignment by Tenant, Tenant shall remain (idly linble for the perfonnenee 
of all cooemnos in this Lease to be performed by Tenant. Any sures collected directly by Landlord from the 
itsignee or subtenant shalLnot be construed to constitute a novarion or a release of Tenant frean the further 
perfortitarthe ofits obligatious under this Lea*. For Purposes of this pampa*, a Spicer traister oframe than 
S094, of either the assets of,or ownership interest in, Tenant shall be deemed to be an assignment, unless the 
transferee is (i) *wholly , Owned subtidiary, parent or affiliate ofTenint, or (ii) the shares of Tenant are at such 
time publicly traded on anationally recognized exchange. Tenant shall reimburse-saw:I for all ofLandlotes 
reasonable out-of-pocket expenses incurred in connection with any proposed assignment or sublease in an 
amount not to exceed S2500, 

Ifthis lease is assigned to any person or entity pursuant to the provision of the Bankruptcy 
Code, 11 U.S.C. § 101 et. seq., (the "Daakrootey Code), any and all monies re other consideration payable or 
otherwise to he delivered in connection with such assignment shall be paid or delivered to Landlord, shill be 
and remain the exclusive property of Landlord and shall not censtitute property of Ten* or ofthe estate of 
Tenant within the =Amass ofthe Bankruptcy Code. Any and all monies-or other consideratioas oonstituting 
Landlord's property under the preeerEng sentence not paid or delivered to Landlord shall beheld in nustforthe 
benefit of Landlord and bapromptly laid or delivered to Landlord. 

14.3 Any person or entity to svhick this Lease is assigned pursuant to the provisions of the 
Bankmptcy Code shell be deemed, withoutfurther act or deed, to bac pssumed all of the obligat ion3 arising 
uncles grit-Lease on and after the date of such assignment Any such assignee shell upon demand execute and 
deliver. to Landlord an instrument confirming such ncsuntption. 

14.4 Landlord shag have the right trynansthr, assign, or encantherin whole or ia part, hs risks and 
oblivious in the building and property that are the subject of this Lease. In the event of the transfer and 
assignment by Landlord of its intact* in this Leaso and in the building containing the teasai Promises to a 
person expressly assuming the Landlord's obligations under Ibis Leo* Landlord shall tbeseby bc released from 
any further msponsthility- hemunder, and Tenant agrees to look solely to such successor in interest of the 
Landlord for performance of suck ohligatiorm Any security given bylcnaast to- Landlord to secure 
perfonnanceofTenam's obligations hereunder maybe assigned and transfened by Landlord to such successor 
isailblreSt ofLanedonl; and, upon acknowledgment by sudisuccessor ofreceipt ofsuch security andieseapmss 
aSsumption ofthe obligation to account to Talent for such security in =cordon= withthe terms of this Leas; 
Landlord shall thereby be discharged of any hasher obligation miming thereto. 
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ARTICLE 15. PROPERTY TAUS AND ASSESSMENTS 

15.1 Subject to thc provision of Section 15.2 below and Landlord's receipt of the Tax Escrow 
Payment as provided in Article 4, Landlord agrces to pay before they become delinquent &real estate taxes 
and special assessments lawfullY levied or assessed against the Leased Premises or any part theteofowned by 
Landlorrh provided, however, Landlord may, at its sole cost and expense dispute and contest the mime, by 
apprepriate proceedings diligently conducted in good faith. If requested by Tenant, Landlord shall employ a 
tax consulting finn to attempt to assure a fair taxburden on the Leased Premises with the applicabletaxing 
authority audio such case Tenant pays 100% of the costs of such consultant. 

15.2 Tenant shall be liable for all taxes levied or assessed against any personal property or LIMNS 
placed kith* Leased Premises. If any such texts are levied or assessed against Landlord mndoors property 
and (a) Landlord pays the same, or (b) the assessed value of Landlord's property is increasedly inclusion of 
such personal propetty and fixtures and Landlord pays the increased taxes, then, upon demand, Tenantshall pay 
to Landlord such taxes. 

15.3 lf, at eny time during the primary term ofthis Lease or any renewal or extension thereof any 
special assessments should be made against the Leased-Premises whether for street improvements or other 
purposes, each monthly instalhnent of Rent required to be paid by Tenant to Landlordunder the tetras ofthis 
Lease shall be increased by twin equal to the fraction (having a numerator of one and a denominator of the 
numbec ofmonths the appropriate governmental agency levying such assessment permits Landlord to pay for 
same) °film amouut ofatich assessment, plus iaterest Landlordinust pay thereon. Such increase shall become 
effective opt the firm day of theinonth. following the month. in vibich such assessment orexpenditure is 'Nuked 
to be paid by Landlord and shall continue mitil the expiration or earliertermination ofthe Lease Tenn and any 
renewals or extension: thereof, or writ the expiration ofthat number orrnonths (being the number ofmenths 
the appmpriate governmental agency levying such assessment permits Landlord to pay for same) afterthe flat 
such inemased Rent payment shall become due, whichever event shall first occur. 

ARTICLE 16. DEFAULTS AND REMEDIES 

16.1 The following events shall be deemed to bo Tvents of Default" by Tenant tinder this Lease: 

Tenant shall fail to pay any installment of Rent or other sums owed to Landlord promptly 
whettdue gad such failure continues for 15 days idler writtai notice front Lantllord. 

B. Any insurance required to bo maintained by Tenant pursuant to ibis Lease shall be canceled, 
terminated, expire, reduced, or materially changed, except, in each ease, as emitted in this 
Lease, 15 days after written notice fmnt Landlord. 

C. 'Tenant shall fail to comply with any ten% provision, or covenant of this Lease, other than 
dune specified in ParegraphA or B of this Section 16.1. and shall not begin and pursue with 
reasonable diligence the cure of such failure within 30 days afr,er written notice theater to 
Tenant. 

D. Tenant shall become insolvent, make =assignment for the benefitof creditorm file a petition 
under any section or thapter ofthe Bankruptcy Code, or under any simaar law or statute of 
the United Slates of Anaerica or any State thereof. 

E. A. receiver or trustee shall be appointed for the Leased Premises or for all orsubstantially all 
of the assets of Tenant 

F. Reserved. 

G. Taunt shall do or permit to be done anything which creates ei lien upon the Leased Premises, 
except where Tenant in good faith disputes the uaderlying charges, establishes a reserve for 
the disputed amount, and pursues with reasonable chligence the resolution of such claim and 
lien. 

162 Upon the occurrence of any such Event-ofDefindt, Landlord shall have the option to purstre 
any one or mom of the following remedies in adcfition to elother rights, remedies end recourses allbrded 
Landlord hereunder or by law or equity, withOut erg notice or demand whatsoever, except as may be 

• specifitally provided herein: 

A. Tenninate this Lease. 

B. Enter upon sad take possession ofthe-Leased Premises vithout tenninating this Lease. 
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C. Alter all !oaks and other Security devices at dm Leased Premises with or without terminating 
this Lea.se, and pursue, at Limdlord's option, ono or mono rowdies pursuant to this Lease, 
Tenont hereby specifically svaiving any state or federal law to the contrary. 

D. Do whatever Tenant is obligated to do under the terms of this Lease and if accessary, mar 
upon the Leased ?remises osing whatever legal means available to Landlord. Tenant ngtees 
that-Landlord shell not be liable for any damages resulting to the Tenant from such action, 
unless Paused by the gross negligence or milfid misconduct of Landlord. 

16.3 Upon any such Event of Default, Tenant shall immediately upon demand surrender the Leased 
Premises to Landlord, and if Tenant fails so to do, Landlord, Nvithoutwitiving any other remedy mayhave, 
may toter uponand takc possession ofthe Leased Prentims and expel orremove Tenant and any other person 
who may be occupying inch I.eased Premises or any part thereof using whatever legal rams available to 
Landlord. Ptusuit of any of the foregoing raneftes shell not plocindc pursuit of any of the other remedies 
back provided or any other reniedies provided by law, nor shall pursuit of any remedy herein provided 
constitute a forfeiture or viciladon ofany ofthe terms, provisions and covenanta herein contained. Forbearance 
by Landlord to enforce one or more of the remedies herein provided upon tat event of default shall not be 
deemed or constrhed to constitute a waiver ofsuch default. Landlontuary sock to remain or enjoin any Event 
ofDefault or threatened Event of Default without the necessity otproving thc inadequacy ofany legal remedy 
or irreparable harm. 

16.4 Iflandlotd Mmiinates this LeaSe, at Landlord's optima, Tenant shall be hable for and shall pay 
to Laiidlord, the sum of all Rent and other payments owed to Landlord hereunder =creed to die date of such 
termination, plus, as liquidated damages, an amount equal to (a) the present value (using the current "primew 
interest rate quoted in The Street Journal, or should suohindexim longer exist, &comparable index) ofthe 
total Rent and other payments owed beratadcr for the remaining portion ofthe Lease Tenn, calculated as Mk 
Lease Tam expitod on the data set forth in Section 1.1, less (10 Ote then fair market rental of the Leased 
Premises for such period, similarly discounted, pmvidod such fair market rental shall not exceed 73% of the 
amount detetmincd in (a). 

1,6.5 If Landlord repossesses the Leased Precasts without terminating the Lease, Tenant, at 
Landlord's option, shell bo liable for and shall pay Landlord on demand all Rent and other payments owed to 
Landlord bacunda, accrued to the date ofsrich repossession, plus all antountsrequircd to be paid by Tomato 
Landlord unta the dite of expiration of the Lease Tertn as stated in Section 1.1, climinished hy all amounts 
recalled by Landlord through Melting of the Leased Premises during soch remaining tenn (btu only to thc 
extent of tbc Rent herein resolved). Actions to collect amounts doe by Tenant to Landlord under this Section 
ratty bo brought front tirne to lime, on one or mote occasions, without the necessity ofLandlortts waiting mai 
oxpiratioact the Lease Tenn. 

16.6 If Land4ord repossesses the Leased ?realises pursuant to thc authority heroin gtented, then 
Landlord shall have the right to(i) keep in place and use, or (a) remove end store-, all of the fiwiture, fixtures 
andequipment at the Leased Premises, including that which is owned by or leased to Tonal at all times prior to 
my foteclosure thereon by Landlord or-repossession themof by any lessor thereof or third party having a lien 
thereon. landlord also shall have the right to relinquish possession of all or myrmidon of such furniture, 
fixtures, equipment and other property to any person (1'0111mgal who presents lo Landlord a copy of any 
a:summit represented by Claimant DI) have been execute:thy Tenant (or any predecessor ofTmanDgranting 
Claimant the right under various circumstances to take possession of such flunitore,Ixtures, cm:IF:mot or 
olio-property, without thenecessity on the pan ofLandlord to inquire into the authentioity Of legality ofsuch 
insoument. 

16.7 Upon teimination -of this Leese or upon termination of Tenant's right to possession of the 
Leased ?remises, Landkird shall attemptto rola the Lensed IfLendlord doos mkt, Landlord may 
Wet such portion of the 1.easal Pmmises, for suellpetiod, to such imam, and for such upland purpose as 
Lem11os:1, in the exercise ofits reasonable discretion, may choose. Tenant-shall not be entitled to the MOSS of 
nay mat obtained by Melting over the Rent Wein reserved. 

16.1 The riglaq rentecties undo:courses oflAnctlord foranEvent ofDefiultshall be cumulative and 
no right, remedy or recourse of Landlord, whether exercised by Landlord or not, shall be deemed to be in 
exclusion of any other. 

16.9 Provisions of this Lease may not bc waived oralbt Or imPkedly. Ima only by the Party entitled 
to the benefit of the provision evidencing it* waiver in vaifing. Thus, neither the acceptance of Rent by 
Landlonifollowing an Event of Default (whether known to Landlord or not). nor any 4hcr want or practice 
followed in commotion with this Least, shalt *mutilate a waiver by Landlord ofsuehEvent ofDefault or any 
other or fixture Event of Default. Farther, the failure by Landlord to complain of any action or inaction by 
Tenant, or to assert that any action or inaction by Tenant constitutes (or woold constitute, with the teviatr; ot 
ootiec and the passage of time) an Event of Default, regardless of how long such failure rontkues-, not 
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extinguish, waive or brow way diminish the rights, remedies and recourses of Landlord-with respect to such 
notion or inaction. No waiver by Landlord of any provision of this Lease ot of any breach by Tenant of any 
obligation of MIMI heatunder shalt be deemed to be a 'waiver of any other provision hereot or of any 
subsequent breach by Tenant of the same or any other provision hereof Landlord's consent to any aet by 
Tenant mquiring Landlord's commit shall not be deemed to render unnecessary the obtaining of Landlord's 
consent to any subsequent aer ofTenant. No act or omission by Landlord (other thantandlord's execution ofa 
document acknowledging such surrender) or Ltindlord's agents, including the delivery of thekeys to the Leased 
Pnunises, shill constitute an aceeptsme of a stmender of the Leased PromiseS. 

_ 16.10 Upon any Event ofDefault, Tenant shall also pay to Landlord te reasonable costs end mmenses 
incurred by Landlord, inebrding court COSin end expenses incurred by Landlord, in (a) retaking or rithervtise 
obtaining possession of the Lessed Premises, (b) removing and storing Tenant's or any other occuptinfs 
propesty, (e) repairing, restoring, or otberwise patting the Leased Premises into as good a condition as that in 
whichit was originally delivered to Tenant, (d) 'viewing altar any part of the Leased Premises, (e) Paying or 
performing the underlYin8 obligationwhich Tenant failed to pay or parflurn, and(i) enforcing anyofLandlonrs 
rights, remedies or reeourses arising as consequence of the Event oMefault. 

16.11 Landlord shall be in default hereunder only ifLandlord has failed, within 30 clays front the 
receipt by Landlord of notice from Tenant o( any alleged default by Landlord, to begin and pursue with 
reasonable diligence the cure ofiny alleged default of Landlord hereunder. Unless or until Landlord fails to 
commence cure any defauk after the receipt of such notice and the poemge of such time, Tenant-shall not have 
any remedy or emu of action by reason thereof. Iathe event of any default hylAndlord, Tenant's exclusive 
remedy shall bean action far damages or 'twit for specific perfonnance (Tenant hereby waivingthebenofit of 
any laws granting Tenant a lien upon the property ofLandlord andfor uponRcat due to Landlord or the right to 
temaimite this Lease). The obligations of Tenant to payReat and to perfonn thoother undertakimmof Tenant 
hereunder constitute independent unconditional obligations to be perfomied at the tintaspecified hereunder, 
regardless of any breach or default by Landlord hereunder Tempt shall bave no tight, and Tenant hereby 
weiVes and relinquishes sil rights which Tenant might otherwise have, to withhold, deduct from or offset 
against my Rent or other sunts to bepaidm Landlord by Tema. Landlord's obligetious hereunder shall be 
construed as covenants, nor condit loos. 

16.12 IfLandlord defauhs under this Lease and, as a einisequence untie default, Tenant movers a 
numeyjudgment against Landlord and/or any of the landlord Related Parties, thcinclgment shall* satisfied 
only out of and Tenant hereby agrees to look solely to, the interest of Lindlord and/or any Of the Landlord 
Related Patties in the Lensed Promises as rhe same may then be encunibered, and neither Landlord nor any 
Landlord RelatedParties shall otherwise beliable for any deficiency. !ono event shall Tenant have the right to 
levy execution igainst any property of Landlord other thin their interest in the Lensed Premises. Under no 
circumstances whatsoever shall Landlord or any Landlord Related Party ever be liable hereunder in any 
capacity for consequential damages or special damages. This Section shall not limit any right of Tenant to 
obtuarspeCific perfommaces of Landlord's obligations hereunder. 

ARTICLE 17. IANDLORD'S LIEN 

17.1 Landlord hereby waives all statutory and contractual liens. Further, Landlond agrees to sign 
collateral mom agntements/landlord lien waivers-required by Tenant's ICINICT promptly upon request by 
Telma 

17.2 Landlord agrees to subordinate its lien for the benefit oftln lessor ofanypersonalpropetty, the 
seller of any goods bolding a purchase money security interest, and my third-patty lender requestinga security 
interest in the fixtures, equipment, inventory and other assets of the Tenant. 

ARTICLE 111. SURRENDERAND ROMIG OVER 

1&1 Upon the expirationor rumination of the Lease Temaor whatever cause,oruponthe exercise 
by Landlord of its right to re•tater the Lensed Remises without terminating this Lem Tenant shall 
immediately, quietly andpemeably surrender to Landlord possession of limb:moil Premises in loan clean" 
and good order, condition snd repair, except only for ordinsty wear and tear. If Tenant falls to surrender 
possession_as herein required, Landlord may-initiate any and all legal action as Landlord may elect to 
dispostess Tcnantand all oils property,,and all persons or cons claiming by, throuph or under-Tenant and alL 
of their property, front *Leased Premises, and may remoye llorn the LeasedPremises end stone (without any 
liability for loss, draft, damage or destruction therMo) any such ramped),  arfenanfs cost and expense. IfTenent 
fails testexenderPosscssiontofthe Lensed Prendiei in the conditionherein required, Lindlord may, atTainufs 
eXpense, restore the Leased Premises tosuch condition. 

18.2 For so long as Tenant remains in possession of the Leased Prernhes after the coifed-On Or 
terminstion of dm Lease Term, or exercise by Landlord of its re-entry right, Tenant shall be deemed to be 
occupying the Leased Premises as a tenant-mmufferance, subject to all of the obligations otTensntaztiMthis 
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Lease, except that the daily Rom shall ba one and one hal f times the per day Rent in effectimmechately prior to 
such expiration, termination or exercise by Landlord. No such holding over shall extend thc Lease Term. 
Tenant shall be liable to Landlord for al loss or damsge on account ofsny such holding over against Landlorl's 
will after the (=Motion of this Leaso, wit:alter such krss or &nage may bo contemplated at this-time or not. 

ARTICLE 19, SUBORDINATION ATTORNllIENT AND ESTOPPEL 

191 Landlord's obligation and the rights of Tenant hereunder ale eoluinpnt upon Landlord's 
obutining () financing acceptable to Landlord for the perfonnanee of Landlord's Work (if any) hereunder, awl 
(ii) the consent of the holder ofanyzoortgtige or deed of trust covering the Leased Premises, ifsuch consent is 
required; Ind this Lease shall not be binding onLandlord unless and until such financing and/or consent has 
bees obtained, Tenmit accepts this Lease subject andsubordinate to any mangey, deed oncost, or other lien 
pmsently existing or hereafter placed upon the LessedPremists as a whole, snd to any renewals itladestensions 
theieut Provided, however, Tenant's rights under this Leas* shall not be tfistiarbed =las there iv on Event of 
Default by Tenant. Tensnt agrees to execute such instntinents subordinating this Lease as Landlord may 
reasonably request, provided such subordination shall be upon the expreas condition that this Lease shall bc 
recognized by the mortgagee, and thathe dill& of Tenant shall remain in full force and effect during the term 
adds Lease so long as Tenant shall eontinue to perform all of the covensnts and conditions of this 1  -Pa  

192 Upon the written request of my person or party succeeding to the interest ofLandlord under 
this Lease, Tenant shall automatically become the tenant of and attorn to arch successor in interest without any 
change insny of the tenns of this Lease. No successor in interest shell be (a) bound by arty payment ofrent for 
more than one month in advance, (b) subject to any offut, defense or damages arising out of a &faith or any 
obligations of any preceding Landlord, or (e) bound by any aniendment of thisLease enteredinto after Tenant 
has been given notice of the name and address of Landlord's mortgagee and without the written consent of 
Lsmilord's mortgagee or such successor in interest. The subordination, allotment and mnrtgage protection 
clauses of this Article 19 stud be self-operative and no fiarther instnunents of subordination, attornment or 
mortgagee protection need be required by any mortgagee or successor in interest thereto. Nevertheless, upon 
the written request therefor and without any compensation or consideration being psyableto either party each 
patty agrees to execute, have acknowledged and delivix such irstruments as may be reasonably recreated to 
confirm the same. 

19.3 Landlord and 'tenant shall promptly execute and deliver to each other, at such time or times as 
either may request, a certificate statinv 

A. Whether or um the Least is in. full force. 

B. Whether or not the Lease bus been modified-or amended in any respect, and submit such 
copies of such modifications or amendments, if any. 

C. Whether or nor there ere any existing defaults under the Lease as arts the party executed the 
certificate knows and specifying dit nature of such &fiat, if any. 

D. Such other information as may be reasonably requested. 

19.4 Notwithstanding anything. contained herein to the contrary, in the event of any default by 
Landlord in perfOrming its COVCellielior obligations hereunder, Tenant shall not exmoiso anY tiglusit osttY have 
on account ofsuch default until (i) Tenant gives written notice ofsuch default (which notiee shall specify the 
exact nature of said default and how the-same may be cured) to each holder of any such-mortgage or deed of 
trust who has.theretofore notified Tenant iia writing of itsinterest and the address to which notices are to be 
sent and (ii) each such baldq fails to tureorceuse to be mired said default within 30days from the receipt by 
such holder of such notice by Tenant. 

19.6 If requested by Landlord, but not- more than once per calendar year, Teoant shell provide 
Landlord with an updated finincial statement iff Tenant, which financial statement shall Contain a balancesimet, 
profit and loss statement, and such other infimnation as reasonably requested by Landlord. Landfrodagmes to 
keep such arisneint statement in stria confidence; pmvidul, however, Landlosiam &close such information 
tO its representatives, consultants, lender, and prospective purchasers dere Leased Premises. 

ARTICLE 20. NOTICES 

20.1 Except as othenvise providtdherein, all notices, demands, reqUests. and other comnumfoations 
mquirod or pemdttedhereunder shall be given in writing and sent by persona delivety, or expedited delivery 
service with proof of delivery, or United States mail, postage prepaid, registesed or certified mail, return 
receipt :untested, or facsimile (provided tluit suck facsimile is confirmed by expedited delivery service or by 
United Stares mail in the raw= previously described), addressed to the addressee at suchparty's address set 
forth Wein, or to such other address es such party may specify by written notice, sa*ìuuccordanceyat1this _ 

le 
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paragreph at least n days prior to the date of the giving of such notice. Any such notice or eommunicatioe 
shrill be deemed to have been given and received eitbet at the time ofpetsonal denial ty„ or in the case of mail, 
as of the date of deposit Man official depositoty of the United States mail, or in the ease of either delivety 
service, or facsimile, upon receipt. 'fo the extent actual receipt isrequirml, rejection or other refinel to accept 
nr the inability 10 deliver because of changed address of which no notice was racived shall be darned to be 
reeeiptofthe antics, dempa4retilleitt or other communication sent. For the putposes of notice, the address of 
(a) Landlord shall be at the Landlord address specified in Section 1.1, anti (b) Tenant shall be the address 
mcitalin Section 1.1 Each party shall have the continuing right to change its address for notice hereunder by 
the giving of IS days' prior notice to the interparty in accordant* with this Section. 

20,2 Ifand when included within the lam "Landlore as used in this Lease, there is mac than one 
penop, rum or goipoTation, all shalljointly arrange among themselves for theirjoiat execution ofsUch a notice 
spec_ifying stime individual at some speeific address for the receipt of notices and payments to Landlord. 
Landloni may change the designation of Landlord's Agent at any time. which *nage will be effective upon 
Landlord's giving notice to Tenant to provided shove, Rand when included within. the tam 'Tenant", as eta 
isi ihisLeasq, there is more than one mum, finn or corporation, All shalljointly arrange among themselves for 
their joint execution of such a notice speci6ting some individual at some specific address for the receipt of 
notices zed payments to Tenant. All parties included within the tenns "Landlonl" and *Tame, respectively, 
shall be bound by notices and payments given in accordance with the provisions of this Article to the same 
effect as if each had received such notice or payment. 

ARTICLE 21. MISCELLANEOUS 

211 Nothing herein contained shall be deemed or constrood by the parties hereto, nor by anythird 
pany, as mating the relationship of principal and agent or ofpaturaship or ofjoiat venture between theparties 
hereto. It expressly understood and weed that neither the method of eomputation of rent. nor any ether 
provisions contained herein, nor any acts of the parties hereto, shall be deemed to create any relationship 
between the parties hereto octet than the relationship of landlord and tenant. 

2L2 The captions used in this Lease are for convenience only and do not in any way limit or 
amplify the toms and provisions haeof. 

21.3 Whertever eperaodoftinsais herein proserthed for action to bc taken by Landlord (*Tenant, 
neither , shall be liable orresponsible for, and than shall be excluded from the computation ofany suchpaiodof 
time, any delays due to stdkei, riots, acts of God, shottages of labor or niaterials, war, goveinmental laws, 
regulations, or restrictions or say other causes of any kind Whilst:WM Whieh beyond the seasonable control 
ofLandlord Err Tenant. 

21.4 AIL obligations of Landlord and Tenant under the terms of this Lease shall be payable in 
Houston, Hatris County, Texas and perfonnable in the County in which the Leased Premises is located. The 
laws ofthe State ofTexas shall govern the interpretetion. validity, performance, and enforcementofthisleaso. 

215 Landlord -hereby covenants and agrees that if Tenant shall perform all of the covenants and 
agreements herein required to be performed on the part oftbe Tenant, Tenant shall, subject to the ten= of this 
Lease, et all times during the continuance antis Lease have the peaceable and quiet enjoyment/Ana post:scion 
of the LOASCC1 Prenxises. 

2L6 Words orrery gender used in this Lease shall be held and construed to include any gender anti 
winds in tire singular number shall be held to include the plural. unless the context otherwise requires. 

21.7 This UW6, together with the attached exhibits, contains the entire agreement between the 
parties, and supersedes any prior understandings or wtitten or oral agreements between the patties. Igo 
antendrnent,prodifiemion oralteration of this Lease shall be effective to change,niodify or terminate this Lease 
in whole Or Mind unless such agreement is in waling end duly signed by the party against whom enforcement 
of such Asap+, modification or temrination is sought. 

21.8 Time is of the essence with zu.tr..t.t to each dam or time specified in this Lease by which an 
event is to occur_ 

2L9 The terms, provisions and covenants contained in this Lease shall apply to, inure to the benefit 
(grand be binding upon the parties heretq and their respective beirs, successors in interest, legal remettentativia 
and assigns, except as otherwise herein expressly provided or Tanked. All rights, powers, privileges, 
inarannities and duties of Landlord under this Lease, inehufing but not limited to aey notices required or 
permitted to be deliveted by Landlord tö Tenant hereunder, may, at Landlord's Option, be exeteked or 
performed by Landlord's Agent or wormy. 

15 
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21.10 Ito*, proVision Of this-Lena should bahold to be invalid or uneMbreenblo, thosinbditY and 
ealbreatbility ofthe omitting provisions dais Lease shnil not be named thereby. 

Mit Eseaptas desiguttest in Article Ihmughtuebywamtutemtrimpusumtsteo Loodlordthot it bas 
not instal:St& atUhtamd auyhrokersge commission, 1100 Atm ocSittinar payments intone:cigar.% this 
Ltate, and wets to defond,indmonilYtudholdLandlordhannicss sgainst anyclaim forbrokerage 
etintosissiou, findett fees or similar paymeattriSing by Mane of autiunization of Munn, or nay affiliate-of 
Tomtit  ist sonnectibis with this tonic, landlord heroby Warrants and ointments-to Tenant that it has not 
intuited or authorized any brokerage commission. &dies fees or simiar mascots in otouutctionwith thii! 
Lusa, end swag to deftnd, indentnikruntIKM Tensot himaless from anti against any claim fin. brokerage 
Commintion. &does 6ces or shailarpaynsent arisintrby.vistitt of wothorimtion Oftandlotd, or any affiliatoof 
Landlord.M connection with this Lout 

21;12 Myron:Mut due froustmom to Landlordwhieb is ootpaid what &cobalt bearittestmet thit 
lesser ofthe-maxiatum rate allowed by law, or ICI% per mum* Ilmrathe due soots payment is due undpaid. 
but the payment day& imennt shall not excuse or aura the dcfauk in Payment. 

21.13 As oserl in Mk Lease, the symbol shall mcanUnitedStates dank tht lawful cogency of 
tho Disked Slides. 

21.14 The person oxecuting thin Lease on hehalforfenant personallylVanants and represMits to 
Landlord that (a) if Tannin is duly organized, lugally onisting. aed in good standing tht slide:fain (b) 
Taoist bas 1141 right sad authority to mote, deliver lad performs this Low (o) the peesen executing this 
Una onhchiforfenantwas authorized to do so; and, (d) upon request alma* such person will deliver 
to Landlord sstisfamory athletics ofhla or her autbOrily to *male ihis Le= on behaforreamt. 

21.15 *It* Mis Letise (inttiticling nay txhibir hereto) nor shy memoandum hereof shalt be 
worded Without the prior written comsat oftandlord.-

 

21.10 All BONO and written addsmda hereto me incorporated heroin-for any =doll purposos. 

21.17 This Issue maybe executed in multiple wane:pins, eachotwhichshall be inoriginel, basil 
ofwhich shall constitini but one i 

no SPECIAL TERMS AND CONDITIONS: 

t Landlord will &ace the:property at his sale mist and evens* with chairtlink. and wit have 
wrought ironin the front ottha Wilding-with an electric gatelbr Ihasat's use. Completion forth* 
feacashalIho upon substantial completeionof the imPuittentcnln by 144* Loitnord she 
parup la 320,000 withthe Tenant payiug up to tho ttent $5,090 In the cost 011ie fano and its 
ingtill Won. -If appticnbla the Landlord will pay oncost that exceed:1'25.000 on tin &tweaked its 
installation. 

DA ttlitfir 
LAM/1.434Di 

AC Digo Busicessl'ark, UC 

By' 
A4 critaxc1/44. 

116: it 04 tr4.1 

DATE  4-11, zoi  
'BRAND 
!Indian Optratleg. ILC 
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BUILDING 6 

FIELD NOTES OF 1.4411 ACRES OF LAND 
(Page 1 of 2) 

All of that certain 1.4411 acres of land situated irt the J. P. Christen Survey, Absttaet NO. 994, 
Harris County, Texas and the Charles Theeck Survey, Abstract No. 1560, Harris CoOnty, Texas, 
being out of and a part of that certain called 21,020 acres of land oonveyed to Telge Business 
Park, LL,C, as described in the deed recorded under Clerk's File No. RP-2017-48040 of the 
Harris County Official Public Records of Real Property (H.C.O.P.R.R.P.), and being more 
particularly described by metes and hounds as follows: 

COMMENCING at a 5/8 inch iron rod found at the northeast corner of said 21.020 acres, same 
being the southeast corner of a called 12,500 acres of land conveyed to Flou-Scape, inc., as 
desen`bed in the deed recorded under Clerk's File No. 20120400119 of the H.C.O,P.R.R.P. and 
situated in the west right-of-way line of TeIge Road (60 feet wide); 

THENCE South 00 deg, 2.5 milt. 26 sec. East, along and with. said west right-of-way line of 
Telge Road and the east lioe of the 21.020 acres, a distance of 673.82 feet to a 5/8 inch iron rod 
found at the southeast corner of the 21.020 acres, same being the northeast corner of a called 
1.8375 acres of land conveyed to E2S Property, LLC, as described in the deed recorded ander 
Cleric's File No. RP-2016-23244 of the H.C.O,P.R.R.P.; 

IBENCE South 89 deg. 00 min. 58 sec. West, departing the west right-of-way line of Telge 
Road, along and with the south line of the 21.020 acres and the north line of those certain mints 
of land recorded under Clerk's File No's, RP-2016-23244, 20150559113, RP-2016-108497, RP-
2016-503588 and RP-2016-475117, all of the H.C.O.P.R.R.P., a distance of 1,010.76 feet to a 
point for the southeast corner and POINT OF BEGINNING of the herein described traet of land; 

THENCE South 89 deg. 00 min. 58 sec. West, continuing along and with said south line of the 
21,020 acres and the north line of those certaia tracts of land recorded under Clerk's File No's. 
RP-2016-475117 and RP-2017-65069, both of the 11.C.O.P.R.R.P., a distance of 345.80 feet to a 
1/2 inch iron rod found at the common southwest corner of the 21.020 aeres and the herein 
deserihed tract of land, same being the northwest corner of said tract of land recorded under 
Clerk's File No. RP-2017-65069 of the H.C.O.P.R.R.P. and situated in the apparent east line of a 
called 67.0723 acres of land conveyed to Petrzelka Family Limited Partnership, as described irt 
the deed recorded under Clerk's File No. 20110310805 ofthe 

THENCE North 00 deg, 30 min. 44 sec. West, along and with the west line of the 21.020 aeres 
and said apparent east line of the 67.0723 acres, a distance of 27.28 feet to a one (1) inch buggy 
axle found in the south line of the J. P. Christen Survey and the north line of said Charles Theeck 
Survey; 

THENCE North 00 deg. 55 min. 07 sec. West, continuing along and with said west line of the 
21.020 acres and the apparent east line of the 67.0723 acres, a distance of 149.69 ket to a point 
for the northwest comer of the herein described tract of land; 

THENCE North 89 deg. 00 min. 58 sec. East, over and across the 21.020 acres, a distance of 
268.09 feet to an angle point; 

EXIIMIT "A' 
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Daniel N. Pinnell 
R.egistered Professional Land Surveyor 

Texas Registration No. 5349 
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ibLD NOTES OF 1.4411 ACRES OF LAND 
(Page 2 of 2) 

THENCE North 44 deg. 07 min. I S sec. East, continuing over and across the 21.020 acres, a 
distance of 62.95 feet to a point situated in a non-tangent curve concave to the northeast, said 
point being the upper northeast corner of the herein described tract of land; 

THENCE in a southeasterly direction, continuing over and across the 21.020 acres, along and 
with the arc of a curve to the left subtending a central angle of 68 deg. 02 min. 15 sec., having a 
radius of 43.00 feet, an arc length of 51.06 feet, a chord bearing of South 43 deg. 49 rain. 59 sec. 
East, and a chord distance of 48.11 feet to a point for the lower northeast corner of the herein 
described tact of lent 

THENCE South 00 deg. 59 min. 02 sec. East, continuing over and UMW the 21.020 ems, a 
distance of 186.12 feet to the POINT OF BEGINNING, and containing within these metes and 
bounds I A411 acres (62,773 square feet) of land. 

This tract of land has not been surveyed on the ground. Bearings based on the description of the 
21.020 acres recorded under Clerk's File No. RP-2017-48040 of the H.C.O.P.R.R,P. 

The Pinnell Group, LLC 
26730 1-45 North 
Spring, TX 77386 
2S1-363-8700 
www,thekinneligroup.com 
FIRM Reg. # t0039600 

253 



Attachment B to OPUC 1-20 
Page 20 of 30 

EXHIBIT "B" SITE PLAN 
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EXHIBIT "Co 

CONSTRUCTION RIDER 

ibis Construction Rider is attached to and forms a part of that certain Lease Agreement (the "Lowe") 
datedReri  1 a  20A, between AC Telgc Business Park, LLC as "Landlord" and Undine Operating, LW= 
as Ithlatte 

Article L - Landlord Work 

Section LI . The Leased Premises will ba erected by Landloni (the °LigglbajAge)substantially 
in accordance with the plans ands specifications (the "Preliminary Landlord Plane) which shall be hued upon 
Exhibit "C-1," attached hereto =dins& a part hereoL Ifat the time ofoxecution of the Lew, Landlord and 
Tenant have nOt agreed upon the Preliminary Landlord Pleas, Landlord shall, within 30 days after** final 
execution of the Lease, prepare and submit to Tenant for Tenant's approval the Preliminary Landlord Plans 
proposed by Landlord. Tenant shall cause the submitted Preliminary Landlord Mos to be exantked and 
reviewed and shalt submit suggested modifications andrevisioos, if any,- to Landlordwithin 7 daya front the 
date Landlord submits such original Preliminary Landlord Plans to Tenant. Landlord shall have no obligation 

mothtthe Preliminary Landlord Plans in the manaer indicated by Tenant, but ia the event that Ludlord and 
Tenant AO not have agreed upon a annually acceptable seta Preliminary Landlord rims by the expirationof 
10 days atler the date Tenant submits such modifications and revisions io Landlord, then Landlord shall have 
the option to terminate the Lease at any time thereafierupon writtennotice to Tenant. Iflandlcird and Tenant 
have mutually agreed upon the Prelary Landlord Plans, Landlord shall have the final canstMetion plans, 
drawing; and specificatioas prepared-and submit same to Tenant for final approval in the same procedure as 
provided above with-the Preliminary Landlord Phas. When Landlord and Tenant ha-tic Modally agreed upon 
the final Plans and specifications for constractionor the Landlord Work (the "FinalLandlord Plans"), suckFinal 
Landlord Plans shall be signed or initialed by both Landlord and Tenant, and dated, banned not be attachedito 
*Lease. 

Section 1.2. Upon completion of the Final Landlord Plans, Landlord shall attempt to obtain all 
required permits and letters of utility availability (collectively refencd xo hetein as the andlord Building 
frimits") from appropriate governmental-authorities. In the event the Landlord BuildiagPennits stench isnted 
to Landlord on the basis of the approved Final Landlord Plans, Landlord and Tenant will attempt-to make 
mutually agreeable-revisions in the Final Landlord Plans to enable Landlord to obtain the Landlord Building 
Permits (although neither Landlord not Tenant shall be obligated to approve any such revisions), Irwithin 30 
days after the original denial, Landlord has not yet obtained the Landlord BuitritegPennits,Landlordshall have 
the tight, at ita option, to tenninate this Least at any limo thereafter upon written notice to Tenant. 

Sectioa 1.3. For all purposes under the Lease, the "Constniction Starr-Up Date shallmeau the date 
by which both o fdie hereinafter stated circumstances shall have Decanted: ()landlord and Tenant have agreed 
in waiting upon. the Final Landlord Plans, and (1) Leadlord bas obtained the necessary Landlord Building 
Permits. 

Section14. If the Construction Start-Up-Date sha)l have occurred. filo Landlord Work wilt be 
perfonned by Landlord innecordatace with the Finallandlord Plans. Landlord may admit material changes 
in its construction wodc from the Final Landlord Plans without Tenant's approval; provided, Tenant will not 
unreasonably withhold approval or disapproval of changes proposed by Landlord,aud Tenant shall indicate 
such apptoval ordisapproval within 5 days from submission ofsuch changes to TenretTor Tenants approval or 
disapproval. Fame to indicate such approval or disapproval within such 5 day period shall conolusively be 
deemed to be approval craw such proPosed ;banes. 

Section 13. Landlord shall allow Tenant, sad Tenant's agents andmpresentatives,nearomible access to 
the Leased ite-mi.-s, ea dwir sole risk, throughout the period of construction of Landlord Worlc in order to 
inspect compliance Of the Landlord Work with the Final Landlord Plans. 

Section 1,6. If Tenant desires Landlord to do any additional i‘tiric diffettat front or in OX<133 or the 
Landlord Work ("Arldkireal3Eark"). Teaant shall Admit to Landlord detailed proposed plans or such 
Additional Work Such proposed plans shall be subject to Landlord's approval, which approval shall not be 
unreasonably conditioned, withheldror delayed. Lnd1ozifsob1igatioiztopc1'o*zndzcAdditions1WodcsbiJIhe 
conditioned upon Landlord and Tenatithaving mutuallyagreed inwriting as to dr cost ofthe Adonal Wodc. 
It is iuteloreood that Landlord will promess bill Tenantand Tetrad wth payLandlord IbrsuchAdditional Wotk 
on a monthly basis as such Additioad Work is Performed- Lttudlurcl skall have 10 tu Perfetm auy 
Additional Work or make any change orders unless Tonal shall execute Within 3 business days atter receipt 
front Landlord of a written naiad; a change order in a fawn mutually acceptable to Landloni and Tenant. 

Section 1.7. If the Construction Start-Up Date shall have occurred Landlord will achieve 
Substantial Completion (as defthed below) on *0:wrote lune 30, 2018 unless Landlords:allure so to complete 
is caused by governmental delays or nestrictions, strilres,lockouts. shortages-Mid:or or material, Acts ofOod, 
war or civil commotion, fire, unaviiidable casualty, indented nenthar or any cause beyond the reasonable 
control oftandlord (any one or mora ofthe ransom for Landlord's failure sot* complete being herein referred 
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to as "Excusab e Delays"), it which event Landlord shgl be= a period of time cqual to tbe total of ell 
Excusable Delays =addition to the timespecified above inwhioh to completesucheonstructim HSubstamial 
Completion has not occurred on or before the date required under this Section L7, then Tenant shall receive 
$14,000.00 for the month of hum, and if Substantial Completion hes not occurred by July 31, 2012, then 
Tenant shallhavo the option, on orafter that date, to tenninate the Lease withou( penalty or cost, oanotiæio 
the Landlord. 

Section 1.8. Upon subsumtial completionby Landlord of the Landlord Work inacconlance with the 
Final Landlon1Plans-("Substantial Completion"), Landlord will tender possession of the LeasedPremises to 
Tenant, and Tenant will accept and =cut* the Leased Premises. Substantial Completion shall he deeined to 
have opeurred, notwithstanding that minoradjuisrments may be required to bc made by Leadlordnad that nikkor 
items of Landlord Work havemot been fully completed, so long as Tenant would be able to use the Leased 
Premises for the purpose provided hereintder upon performance ofTenant's ounconstruction, installationofits 
fixtures and equipment, stocking of its merchandise, and staffing of its personnel. Substantial Completion in 
accordance with the Final Landlord Plans by Landlord may, but need not be, evidenced by a certificate of 
completion or certificate of substantial completion issued 1.1 Landlord's Architect (if any). Entry into 
possession by Tenant will constitute acknowledgment by Tenant that the Lensed head= are in the condition 
called for hy the T Piq,' and the Final Landlord Plans and that Landlord has performed all of Landlordis 
obligations relating to such construction. 

Section 1,9. Within .30 days alter the delivery of possession, Landlord and Tenant shill meet to 
make a written poach list of items which must be completed by Landlord to insure fioal completion of the 
Landlord Work. Landlord shall notify Tenant in vaithig when Landlord believes that the punch list items have 
been completed. Within5 days Olathe date Landlord has notified Tenant that the punch list items have been 
completed, Landlord and Tenant shall wafic through the Leased Premises to confirm that the punch fist items 
have in fact been =rankled. 

Section 1.1O. Landlord Shall promptly correct or causc its contramor to promptly correct any 
Landlord Work and Additional Workreasonably rejected by_Tenant as defective or as &ging to conform tolhe 
Final Landlord Plans, including latent defects, whether observed before or after the Commencement Date, 
pmvided Tenant pod fors Landlord of the need for sucli warranty work- ptior to dm expiration oft year Olathe 
Commeneement Pate (except forLandlord's repair and maintenance Obligations outlined in the Lease). The 
provisions a fthis Secdoashafinpply to work done by Landlord's contractors as well as to uork donchydirett 
employees of Landlord. Landlord shall assign to Tenant all warranties for the HVAC nod other systems 
incorporated within the Leased Premises. 

Section LIO. ln the event that this Lease is terminated pursuant to the terms Of this Construotion 
Rider, Landlord andTenantShall be released from all obligations to each other, except as rimy be specifically 
provided to the contrary in the Lease. 
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Exhibit "C-1" 
Preliminary Landlord Plans 
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EXHIBIT "P" 

ENVIRONMENTAL/HAZARDOUS WASTE ADDENDUM 

l'enant hereby agrees dun (1) no activity will be conducted on the Lowed headset thstwil produce 
pay Substance (as Ofined below), except for such activities that are pan of the ordinary course for Tenses 
business activities (the n&ygiWjbe") provided the Permitted Use is conducted in accordmer with all 
Environmental Lava (as defined below) and has been approved in advance in writing by 1.andlord; (2) the 
Leased-Premises will not be used in any moaner for the storage of any Substances except for the temporary 
storage of such materials:that are used in the ordinary course of Tenant's business (the "Permitted Materials") 
provided such Permitted Materiels are properly stored_ in a manner and location meeting all Environmental 
LeWs sad aPProved in Wyatt, la writing, hy Landlord; (3) no portion ofthe Leased Premiseswillbeusedis a 
landfill or; dontp; (4)Tenant willnot install any underground tanks of any type; (*Tenant willnot *Bow any 
surface or subsurface conditions to exist or come into eXistence that constitute, orwith the passage oftimentay 
constitute a public or private nuisance; (6) Town will not permit any Substances to be brought onto the 
Leased PatatisM except for the Permitted Materials described below or upon written permission from 
landloril, and ifso brought or found located thereon, the sanse shall be removed, with proper disposal, and all 
reqiiired cleanup procedures shall be ;Elie  ally undertaken pursuant to all Environmental Liftilt, The term 
"AultslIalse, as used intlzis Least shall mean pollutants, contaminants, toxic orhszatdous wastes, oranyother 
substances, the use, storage, handling, dispose', trinspottation or removal of which is regulated, restricted 
prohibited or mmHg:it by any Tnvironntental Law", which term shol meta any federal, state or local Imv, 
ordinance or other statute of a governmental orquaši-govenuneuM1 authority relating so pollution orpretection 
ofthe environment and shall specifically inehide, but not be limited to, any "haxardoussubstance as that tam 
is defined nuiler the Comprehensive Environmental Rev/wise, Compensation andLiability Actor 1980 and any 
amendments or successors in function thereto. Prior to ony Substance being brought upon or into the Leased 
Premises, whether with Landlord's written permission or not, Twain will provide to Landlord any applicable 
sartorial safety data sheets regarding the Substsace as well as a written description of the amount of such 
Substance to be brought upon or into the Leased Premises and the common and rerngoi7/4 chemical name of 
such Substance. Landlord or Landlord's representative shall Wave the rightbut um the obligation to eater the 
Leased Prernises for the purpose of insiecting the -storage, use and disposal ofPennitted Materiab iocasuco 
oorapliancewith all Environmental Laws. Tenant shall bc responsible forobtaining any required permits and 
paying snyfees und providing any testing requited by any govemmenud agency orEnvironmental Law. Should 
it be determined, in Landlord's sole opinion, that Permitted Materials are being impropeily stored, used, or 
disposed of then Tenant shall innnediately mice such corrective action as requested by Landlord. Should 
Tenant MB to take such corrective action within:72 hoursrbusdlord shun have the right to perfonn such work 
and Tenant shall prempq reimburse Laizdlcir<L focnstyansiiit coits associated with mid work. If st any time 
during or Mier thc term of the Lease the Leased Premises ate fbund to be so bontominated or subject te snid 
conditions, Tenant shall diligendy institute proper and thorough cleanup pnwedures atTevant's sole cost, and 
Tenant agrees to indemnify and hold Landlord harmless Run *II claims, demands, actions, liabilities, costs, 
expenses, damages, fines, reimbursement, restitutirm, response eats, cleanup costs, and obi/gain& (meludhig 
investigative responses andnnorners fees) of any nature arising from or as a result of the use of the Leased 
Premises by Tenant.-  The foregoing indemnifiestion ofthe responsibilities of Tenant shall survive for twelve 
months after the termination o f this Leese. 

Permitted Materials fame, eater "None"): Mile. 
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EXHIBIT "G" 

TENANT INFORMATION 

* The rationing Information should be completed by tbe tenant at the time of lease signature 

Company Narns Phone:  

Current Address:  

Current Landlar&  Cutrent L.andlord Phone:  

COMPANY MANS 

01,11101;  Partnership:  Corporation: Year Incorporated:  

Date Business Smash Type of Business:  

Ileadquaners Address: f of atmloyces  

FINANCIAL & BANKING,  DETAILS 

Bank Name: Address  

Phone: Bank Officer  

Account Numbersfryga of Account:  

COMPANY NAME 

cREnrr RF:PERENCRS MIST TIMM 

carrAcr PRONE 

COMMLICAIHRIZSREERRIGES 

AIP contact(s) to receive Rent or Other Invoices: 

Name:  Email.  

Name:  

Contact to receive copies offense, warranties, etc..: 

Name  

Name  

Emergency Contact fTenont is unreachable: 

Namer Monet  

The above hdormation Is emend correct to the best at my knowledge and tbe signature-showy below 

authorizes tbe Landliwers agent to conduct a credit check on the information shown above 

Name Signature Dater  

Name: Signature Dow  

260 



Attachment B to OPUC 1-20 
Page 27 of 30 

EXHIBIT "H" 

UTILITIY TRANSFERS & SERVICE MAINTENANCE AGREMENT 

Comparw Num:1  inclirr Oppratinr 1 I C 

TeDwit Addle= 166E1 Telge RtL Ovrats ,rx 7.742o 

UTILITY TRANSPEM 

Ali UTILITY tilimfers MUST Bkompleied in) hoer then 14 I'M-VS FROM COMMENCEMFAT DATE 

(ELEcnucrn) 
With respect to the electricity supplied to the shove address: 

• 111c will provide you with relevant contact. phone number and meter number to complete the transfer what 

available, 

NOTICE: Landlord will ba strapentang service. if ht hs manta. 14 DAYS MOH COMMENCEMPIT DATE. As 

such, Unction] ts ill not lye responsible for any additional fees that Tervint may incur to restart service irt its name. 

mintvwx MAINTENANCE AC:BEMENT 

Per Paragraph 6.4 et the Lease, 'Tenant, at its mot cost mut espense, shall enter into a regalarly schaided 

prayers:00e ntaintenancelservice conImmt with a maintenance contractor apprord by Landlord for servicing all 

hot Winer, beating and air conditioning systetns and equipment within the leased Premises., *Min 30 days arthe 

date Tenant takes possession." 

261 

Tenant specs that they have been made aware of thek- responsibility to Transfer UttlItics to their name and 

eecnring-a Strife Maintenante Contract. 

earcl ni#16  Signature! 

Signature:  Dale  Name-

 

bar) Ca  Dale  4 11/7/ 24718 
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EXHIBIT I 

COMMON AREA MAINTENANCE 

TELGE BUS/NESS PARK ?HASEII. Operating Budget— Wit 

41111010.0.1%01111t 

Management 

12 Months 

Security Patrol 

0 Months 

Management contract 8,400 

0 

 

Landscaping 

12 Months Landscape Proposed Maintenance Contract 36,000 

 

Extras: Landscape Repairs and Replacement 

   

irription Repairs 3,000 ESL 

Total Landscaping 

 

39,000 

 

waterj Weil Common Area Water Expense 4,000 EST, 

Ešectricity 

 

1,400 EST. 

/toad, Entrance Maintenance 

    

Road Maintenance, Utility line & detention site 

   

maintenance 1,500 Esr. 
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TELGE INDUSTRIA/ PARX - PRASE 11 

Annual AssessmentAkocatfissi for 2018 

1.190 634% 53,864.23 

0.900 4.95% $2,922.51 

0.630 3.46% 52,045.77 

0.870 4.78% 52,825.11 

0.700 3,85% 57,273,01 

MUNION 

 

EEO 
1.060 5.825 S3,442.09 

0.560 3.08% 51,8/8.46 

0.669 3.63% 52,143.19 

1.560 8.57% 55,065.71 

0,650 3.57% $2,110.71 

0.550 3.02% $1,7115.99 

1.060 5.82% 53,442,09 

1,430 7.86% $4,643,57 

L090 5.99% $3,539.51 

0.990 5.44% 53,214.75 

0.730 4.01% 52,370,49 

0.990 5.44% 53,214,78 

1,140 6.26% 53,701.87 

18.20 100% 559,100,00 

16671 Tete Rd. Adldsson Group 

16673 Teige Rd. Adkisson Group 

16675 Telge Rd. Adkisson Group 

16677 Tete Rd. Adkisson Group 

16679 Teta Rd. Adkisson Group 

SISSIOR EIMESE1 
166837e1ge Rd. Adkisson Group 

16685 Taiga Rd. Adkisson Group 

16637 Teige Adkisson Group 

16689 Teige Rd. Adkisson Group 

17701 Teta Rd, Adklsson Group 

17703 Taiga ild. Adkisson Group 

17705 Teige Rd. Adkisson Group 

17707 Telge Rd. Adidsson Group 

17709 Tate Rd. Adkisson Group 

17711 Tete Rd. Adkisson Group 

17713 Tete Rd. Adkisson Group 

17715 Tete Rd. Adkisson Group 

Land Adkisson Group 

Total 
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