
Todd Chenoweth, Director 

November 4, 200g 

The total year 2007 overlapping tax rates on hard within the proposed District are shown in the following 
adder. 

Taxipg Imisdiction Tax per MO valuation 
Montgomery County $ 0.4888 
Montgomery County Hospital District 0.0777 
North &nig NiAllt8012rryPORntY,coltt!ge D!Il.tge't 0.1144  
Willis 1ST) 1.3066 - - 
City of Conroe - 0.4250 
Proposed Montgomery County MUD No. 126 

'Altai tax per $100 valuation 
1.0200 (1) 

$ 3.4289 

Notes: (l) Locludes debt twice *tax rates of SUS for udder, a12 or wade, ood 50.05 fOr reareadonal fisaides. No 
maletentace tax was Wielded. The total (preposed.Dintict bx; and the City tax tbr water„ wubswater sad drainage, 
road, and recreational facilities— if the City amens the lead) would need to be less dm the $1..10 Knit indicated ka 
30 TAC odes. 

Based on the proposed Markt tax rate and the year 2007 overlapping tax rates on laud within the proposed 
District the project is considered economically feasible. 

Water and Wastewater Bates 

According to information provided projected City rates are as follows: 
Water: 

Base charge (up to 3,000 gallons) $8.71 
EAtch 1,000 gallons over 3,000 gallons $2.16 

Wastewater: 

 

Base cluagU (up to 3,000 gallons) $15.73 
Bach 1,000 gallons over 3,000 gallons $ 1.92 

Based on the City rates, the estirosted monthly fee for 10,000 gallons of water and wastewater would be 
/proximately $53.00. 

Comparative Water District Tax Rat=  

A debt tax rate ofabout $1.02 for the proposed District is comparable to other districts ill the arFt. Based on 
the requirements of 30 TAC Section 29159, this pro** ii economically feasible. • 



1.Todd.Chenow.oth,Direft.. . 
Page 9 • 

November 4, 2008 • 

E. SPECIAL C9NSIDERATIQNS  

I , 

As stated above, the proposed District is in the MI of the City. The =gloaming report indicates that the 
proposed District ia in the process of being annexed by the City. 

2. lizoneet for Road Powera 

The Tetiticinets request approvallor road pewees, si the same time as the creation of the propoied District. 
• Pursuact to Texas Water Code Section 54.234, apPmval ofroad tatty district powers insybe repeated at the 
same time as creation. The proposed District has submitted a, suountuy of the estimated cost in the 
engineming report that was subinitInd witb. the applioation. The proposed toads appear to benefit theprop!sed 
District, and financing appears feasible. 

3 . Macatiklangigalsamyil 

The Petitioners request approval oft reoreationplan at the same time as the creation ofthc proposed District, 
Pursusotto Texas Water Code Section 49.351(g) and 30 TAC Seetion 293.11(aX10), approval ofarecreation 
plan may be requeated at the sums time as creation. The application material includes a detailed summary of 
the proposed recreational ficilityprojecte, projects' estimated costs, and proposed financinmethods for the 
projects. The proposed District plan to construct recreational facility appears reasonable and feasible. 

111- coNcLusioNs  

I. limed on Commission policy, compliance with Commission rules, and review of the engineering report 
and supporting documents, the proposed District is considered feasible, practicable, wouldbe abate& to 
the land within the imposed Distnet, andwould be necessary se ammo to finance utilities and to provide 
utility service to Altura customers. 

2. Based on a review °film) application and supporting documents, the District's acquisition of Road Powers 
is considered feasible. 

3. Based on a review of the preliminary engineering repot% the market study; theproposedDistriet's water, 
wastewater, drainage, road, and recreational facilities; a combined projected tax rate of $1.02; the 
proposed District obtaining a 6.0% bond coupon interest rite; and other aupporting data, the proposed 
District is contacted feasible under the feasibility limits prescribed by 30 TAC Section 293.59.. 

4. The recommendations aro made under authority delegated by the Executive Director of the Texas ' 
Commission on EMirotimental Quality: 
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G. IIRCOMMSNDATIONS 

1. Grant the petition for creation of Montgomery; County Munich' el Utility District No. 126. 

2. Grant th.eDistriat's request to acquire Road Powers in accordance with Texas Watsr Code Section 54.234 
and 30 TAC 293.201 and 293202, subject to the requirements imposed by the Commission and the 
general law of the State of Texas relating to the exercise of such powers. 

0.01. . 

3, The order granting the petition should include the following statements: 

"This Order shall in no event be construed as an approval efanyproposed agreements or of any particular 
item in any documents provided in support of the petition for creation, nor as a commitment or 
requirement ofthe Commission in the ft:Mete wove or disapprove sityparticolw items or agreements 
In inure applioetions submitted by the District for Commission consideration." 

milt Order shall not constitute approval or recognition ofthe validity of any provision in the City of 
Corms citation consent Ordinance No. 1848-08, effective May 72., 2008, and smy other 
ordinance/revolution incosporated therein by rebarence to the extent that such provisions exceed the 
authority granted to the City of Couroe by the laws of the State of Texas." 

4. Appoint the following to serve as temporary directors until permanent directors era elected and qualified: 

Irving A. Wolf Gay Calf% Robert L. Tompkins 
Adorn H. Soifer Donald R. Robinowitz 

H. ADDTTIONAL IMORMATION • 

The petitioners' professional representatives are: 

Attorney Mr. Abraham L Rubinsky Schwartz, Page, & Harding LIZ' 
Engineer: Mr. Hosea Syed, P.S. — Minket% Hinshaw. Rasa & Assoo. 
Market Analyst: Mr. Toby Ware —Metrostudy 

Greg Charles 
Districts Review Tearn 



.. • 

i 

i 

, 



EXHIBIT "C" 
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Exhibit C 
MEXUSCAMENR, 

OIDELMAYASSIMBEINEMANUEMABINQ 
Immo OP CONFIRIKATIONANDOIRECIDRELECTIQN 

illattlinANIMARIDRUCELTIABLEMEN 

I, time undersigned Secretary of the Board of Directors (the 
uBoarde) of Montgomery County Municipal Utility District Mo. lee 
(the qDiatrict*), hereby certify as followei 

I. The Boord convened in special seesion, open o the 
pablic, on May 14, 2009, at 1300 Post Dak Boulevard, Sui 3

.
100, 

Houston, Harris County, Teems and the roll was called f—ithe ni members of the Board, to-wit:  _4  rq 
u3 02 0  cp 

Gary Calfae, Preppident M ' = rt..; 

Donald B. Rabinowitz, Pice-Preaident r- 
en -0  do -- 
Z5 rn 

Adam H. Soffar, Secretary  
..= 

F 
IrvineA. Wolf, Asuistant Secretary 
Robert L. Teeeictme, Assiateat SecretarYeg 

• 

All of the members of the Board ware present, tbus conatitueiug a 
quorum. ' 'flume:pen, among other business, the following wie 
transacted at ouch meeting: A written 

OBDBR. CANVASSING UMW AND Ismaitie 
mums OP CONMIATION AND mormezzarrom 

A18)BOADAaa)buummugas vocalibmg 

was duly introduced for the consideration of the Board. It was 
then duly moved and seconded that suCh Order be adopted, and, after 
due discussion such octicR, parrying with it the adoption of such 
Rules, prevailed and carried by the following vote: 

AMU: S NOBS: 0 

2. A true, full and correct cepy of the aforesaid Order 
adopted at the meting described in the abterW and foregoing 
paragraph is attached to and taloa this certificate; such Order 
bas been duly recorded in the Beard's minutes: of sueh meeting; the 
persons named in the above and foregoing paragraph are the day 
ohosen, qualified and acting officers and anthem of the Board as 
indicated therein; each of the officers and meMbers of the Board 
was duly and sufficiently notified effioially and personally, in 
advance, of the time, place and purpose of such :meeting, and that 
such Order would be 1z:1;x-educed snd considered for adoption at such 
meeting; and such meeting was open to the public, and pdblic potice 
of tbe time,-'place and purpose of such meeting was given, all as 
required by Chapter 551, Texas Government Cade and Section 49.063, 
TexamAkter Cede, as amended. 

ge turn To: Pig 
Bemis M.24 PAO & Harding, LA.I1 
1300 Poet.Oak Blvd., Ste. 14,00 
V.:Int:gm TO:AS 77058 
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STGNED MID SWAM thia 1.4th day of, Bay, 2009. 

Secretary 
Board of Di ctoret 
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT 1(10. 126 

ORDER CANVASSING RETURNS AND DECLARING 
MUMS OF CONFIRMATION AND DIRECTOR ELECTION 

AND BOND AND MAINTENANCE TAX ELECTION 

WHEREAS, there was held in Montgomery County Municipal Utility 

District No. 126, (the "District"), on the 9th day of May, 200, aa 

election for the purpose of electingjive (6) peril-anent directors 

for the Distriot and for the further purposes of voting on the 

following propositions: 

PROPOSITION I 

SHALL THE CREATION OF MONTGOMERY COUICY MUNICIPAL UT/L/TY DISTRICT 
NO. 126 BE CONFIRMED? 

PROPOSITION I/ 

SHALL THE BOARD OF DIRECTORS OF mairroaaai Comm MUNICIPAL 
ulALITY DISTRICT NO. 126 BR AUDIMUMD TO ISSUE TEN BONDS OF SAID 
DISTRICT IN ONX OR MORE ISSURS OR SERIES IN THE DOWIMUM AGGREGATE 
ORIGINAL PRINCIPAL AMDUNT OP FORTY-ONE maam TERM HUNDRED TWENTY 
THOUSAND DOLLARS (R41,320,000) mamma SERIALLY OR MORRISS IN 
SUCR INBTALLMENTS'AS ARN FIXED BY SAID BOARD OVER A PERIOD OR 
PERIODS NOT MEWING FORTY (40) YEARS FROR MIR DATE OR DATES, 
EtARING INTEREST AT ANY RATE OR WES, AND TO SELL SAID BONDS AT 
ANY PRICE OR PRICES, PROVIDED TRAT TES NET EFFECTIVR nrrmssr RATE 
O)1. ANY ISSUE OR SERIES OF SAID BOUM MALL ROT EXCERD THE MAXIMUM. 
LEGAL LIMIT IN EFFECT AM TRE TIME ar IMAM% OF Ewa I88UE aa 
nun OF SAID Bons, ALL AS MAY BE inammun BY THE BOARD or 
DIRECTORS OF SAID DISTRICT, FOR 201 PURPOSE OR PURPOSHS OF 
PURCHARING, CONSTRUCTING, ACQUIRING, OWNING, OPERATING, REPAIRING, 
IMPROVING, OR EXTENDING A WATBRWORICS SYSTEM, A SANITARY* SOWER 
SYSTRM AND' A DRAINAGE AND STORM SEWER NESTOR, INCLUDING, BUT NOT 
L/MITED TO, ALL ALOITIONS TO SUCH SYSTEMS AND ALL LAND, 
IMPROVEMENTS, FACILITIES, PLANTS, EQUIPMENT, APPLIANCES, INTERESTH 
IN PROPERTY AND REGTONAL, REGULATORY OR JO/NT DES PARTICIPATION 
RIGHTS OR CONTRACT RIGHTS HERDED =SWIM, AND ADMINISTRALIvid 
FACIIaTIES RIMED IN CONNECTION TBERZWITH, AND TO PROVIDE FOR THE 
PAYMENT OF IRE PRINCIPAL OF ARV INTERRST ON soca BONDS BY THE LEVY 
AND COLLECTION ANNUALLY OF A SUFFICIENT TAX UPON ALL TAXABLN 
PROPERTY imam &AID DISTRICT, ALL AS AUTHORIERD BY THE 
CONSTITUTION' AND LAWS 02 THR STATE! 02 TEXAS? 



PROPOSITION III 

.SHALL THE BOARD OF DIRECTORS OF MONTGOMERY Comm muurcuArt UTILITY 
DISTRICT NO: 126 33 AUTHORIZED TO ISSUE THE BONDS OF SAID DISTRICT 
ME ONE OR MORE ISSUES OR SERIES IN THE MAXIMUM AGGREGATE ORIGINAL 
PRINCIPAL AMOUNT OF FOUR MILLION ONE HUNDRED THOUSAND DOLLARS 
($4,100,000). MATURING SERIALLY OR manure IN SUCH INSTALLMENTS AS 
ARE FIXED BY SAID BOARD OVER A PERIOD OR PERIODS EDT EXCEEDING 
FORTY (40) YEARS PROM TBE/R DATE OR DATES, BEARING INTEREST AT ANY 
RATE OR RATES, AND TO SELL SA/D BONDS AT ANY PRICE OR PRICES, 
PROVIDED THAT THE NET unarm INTEREST RATE ON ANY /0SUE OR 
ISSUES OF SAID BONDS SBALL NOT.EXCEND THE MAXIMUM LEGAL LIM/T IN 
IsaiwbCT AT THE TIME OF ISSUANCE OF EACH ISSUE OF SAID BONDS, ALL AS 
MAY SE DETRRMINED pr THE BOARD OF DIRECTORS OF RAID DISTRICT, POR 
THE PURPOSE OR PURPOSES OF PURCHASING, CONSTRUCTING, AM:a:RING, 
'OWNING, OPER)TING, REPAIRING, IMPROVING, OR EXTENDING RECREATIONAL 
FACILITIES, INCLUDING, BUT NOT Lamy= TO, ALL ADDITIONS TO SUCH 
FACILITIES AND ALL LAND, neRanmerna, FACILITIES, EQUIPMENT, 
APPLIANCES, INTEEESTS IN PROPERTY AND CONTRACT RIGHTS NEEDED 
nuourne, - AND ADMINISTRATIVE FACILITIES NEEDED IN CONNECTION 
TREREWITH, AND TO PROVIDE FOR THE PAYMENT OF THE PRINCIPAL OF AND 
INTEREST ON OUCH BONDS BY TUE Lsvr AND COLLECTION* ANNUALLY OF A 
SUFFIC±ENT TAX UPON ALL TAXABLE PROPERTY WITHIN SAID DISTR/CT, ALL 
AS AUTHORIZED BY TEE CONSTITOT/ON AND LANS OF TEE STATE OF TEXAS? 

PROPOSITION IV 

SHALL THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL, MUM 
DISTRICT NO. 126 BE AOTHoRIZED TO ISSUE THE BONDS OF SAID DISTRICT 
IN am OR MORE ISSUES OR SERIES IN TEE mamma AGGREGATE ORIGINAL 
PRINCIPAL AMOUNT OF SIX EMLLION DOLLARS ($6,000,000) . MATURING 
SERIALLY OR OTHER.WISE IN SUCH DIsTALLMENTS AS 21Ra FIXED BY SAID 
HOARD OVER A PERIOD OR PERIODS NOT EXCEEDING FORTr (40) YEARS FROM 
THEIR DATE OR DATEa, ssanrml raltmssT AT ANY RATE OR RATES," AND TO 
SELL sxrD BMWS AT ANY PR/CE OR PRICES, PROVIDED THAT THE NET 
sencrrirS INTEREST RATE OW ANY ISSUE OR SERIES OF ex= BONDS MIALL 
NOT EXCEED THE MAXIMUM LEGAL LIMIT ra EFFECT AT THE TINE OF 
ISSUANCE OF EACH ISSUE OR SERIES OF SAID BONDS, ALL AS ma BE 
DETERMINED BY TUE BOARD OF DIRECTORS OF SAID DISTRICT, FOR THE 
PURPOSE OR PURPOSES OF PURCHASING, CONSTRUCTING, ACQUIRING, OWNING, 
OPERATING, REPAIREITG, IMPROVING, OR EXTENDING ROAD FACILITIES, 
rocunnac% BUT NOT LIMITED TO, ALL ADDIT/ONS TO SUCH FACILITIES, 
AND P.L.Z. L'ANDi IMPROVEMENTS, FACILITIES, EQUIPMENT, APPLIANCES, 
INTERESTS ME PROPERTY AND CONTRACT MIMS NEEDED THEREFOR, AND 
ADMINISTRATIVE Enrurrgs NEEDED IN CONNECTION rmsarra, EXCEPT AS 
LIMITED BY APPLICABLE' GENERAL, SPECIAL cra.LocAL WES, OR THE RULES, 
REGULATIONS OR ORDINANCES OF ANY APPLICABLE C/TY, COUNTY OR AGENCY 
WITH JURISDICTION, AND TO PROVIDE FOR THE PAYMENT OP THE PRINCIPAL 
OF AND INTEREST ON SAID BONDS SY TEE LEVY AND COLLECTION ANNUALLY 
OF A SUFFICIENT TAX UPON ALL TAXABLE PROPERTY WITHIN SAXD 'DISTRICT, 
ALL AS AUTHORIZED BY THE CONSTITUTION AND LANS OF THE erns OF 
TEXAS? 

214336-1 2 



• PROPOSITION xr 

SHALL TEE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNTCIPAL UTILITY 
DISTRICT NO. 126'BE AUTHORIZED TO ISSUE THE BONDS OP SAID DISTRICT 
Ig ONE OR MORE ISSUES OR MOUES IN TEE MAXIMUM AGGREGATE ORIGTNAL 
PRINCIPAL AMOUNT OF FIFTY-ONE valazog FOUR HUNDRED TWENTY THOUSAND 
DOLLARS ($51,420,000) MATURIRO SERIALLY OR OTHERWISE IN MICR 
DISTALLMENTS AS ARE FIXED BY SAID BOARD OVER A PERIOD OR PERIODS 
NOT EXCEEDING FORTY '(40) YEARS FROM THEIR. DATE OR DATES, BEARING 
INTEREST AT ANY RATA OR RATES, AND TO SELL SAID goring AT ANY PRICE 
OR PRICES, PROVIDED THAT THE NET EFFECTIVE INTEREST RATE OW ANY 
ISSUE OR SERIES OF SAID HOMO SHALL AOT EXCEED THE MAXIMUM LEGAL 
LIMIT TV EFFECT AT TER TIME OF ISSUANCE OF SACS ISSUE OR SERIES.OF 
SAID BONDS, ALL AS NAY BE DETERMINED BY THE BOARD OF =RECTORS OP 
SAID DISTRICT, POR THE PURPOSE OP REFUNDING BY ANY MEANS NOW OR 
HEREAFTER AUTHORIZED BY LAW, ALL OR ANY PORTION OF ANY BOUDS-OR 
REFUNDING BONDS OF TEE DISTRICT PAYABLE IN WHOLE OR TN PART FROM 
TAXES, WHETHER ON pm DAME HEREWITH, HEREUNDER, OR HEREAFTEI 
AUTHORIZED OR ISSUED BY THE DISTRICT, AND TO PROVIDE FOR THE 
PAYMENT OF TEE PRINCIPAL OP AND TES INTEREST ag SUCH REFUND/NG 
BONDS BY THE LEVY AND ONZECTXON OP A WMIXTENT TAX UPON ALL 
=ABLE PROPERTY WITHIN SAM'DISTRICT, ALL AS AMTEORIZED BY THE 
CONSTITUT/ON AND LAWS OF THE STATE OF TEXAS? 

PROPOSITION VI 

SHALL TES BOARD OF DIRECTORS OF MONTGOMERY COUNTY maarAL UTILITY 
DISTRICT NO. 126 BE ADTHORIZED TO ASSESS, LEVY AND COLLECT AN 
ANNUAL MAINTENANCE TAX NOT TO EXCEED ONE DOLLAR AND FIFTY CENTS 
01.50) og EACH $100 imouTog OF ALL TAXABLE PROPERTY inTsra SAID 
DISTRICT TO agdugg FUNDS FOR MAINTENANCE AND OTHER AUTHORIZED 
PURPOSES, INCLUDING, BUT NOT LIMITED TO, FUNDS POR riaggna, ' 
CONSTRUCTINO, ACQUIRING, bUOGDNOGUED, REPAIRING AND OPERATING ALL 
NECESSARY LAND, PLANTS, FACILITIES, IMPROVEMENTS, APPLIANCES AND 
EQUIPMENT OFRUCE DISTRICT, AND FOR THE PAYMENT 07 PROPER SERVICES, 
ENGINEERING AND LEGAL FEES, AND ORGANIZATION AND ADMINISTRATIVE 
EXPENSES tR ACCOADANCE wag THE CONSTITUTION AND LAAM OP THE STATE 
OF TEXAS? 

ligorostnak 

SHALL THE BOARD OF DIRECTORS or mcemilotagy comir MUNICIPAL UTILITY 
DISTRICT NO. 126 BE AUTHORIZED TO ASSESs, LEVY AND COLLECT AN 
ANNUAL MA.INTENANCE TAX NOT TO EXCEED TEN CENTS 00.10) ON EACH $100 
VALUATIO'1 OF ALL'TAXABLE FROMM WIT= SAID DISTIL/CT TO szcarg 
FUNDS FOR marrow= AND OMER AUTHORIZED PURPOSES RELATED TO 
RECREATIONAL FAMLITTES, MRIZUDIGM, EDT mpT Lurrgo TO, FINDS FOR 
FLA1STN3, CONSTRUCTING, mamma, MAINTAINDAI, REPAIRING AND. 
OPERATTNG ALL NECESSARY LAND, FACILITIES, IMPROVEMENTS, APPLIANCES-
AND EQUIPMENT OF SUCH RECREATIONAL FACILITIES, AND -FOR THE AAYMENT 

..... 
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OF PROPER SERVICES, ENGINEERING AND LBGAL vas, AND ADMINISTRATIVE 
EXPENSES rx AWOIVIANCE NITS TUE OONST1ruTION AND LAWS OF THE STATE 
07 TEXAS? 

WEEREAS, the retnxne of said elections have been certified to 

this Board of Directors by the appropriate election officials; and 

WHEREAS, the , 'official election returns show that the duly 

qualified voters' of.  the District cast two (2) ballots at said 

elections, and the votes cast for each of the propositions were aa 

PROPOSITION NO. I  

FOR	 2 votes 
DISTRICT 

AGA/DIST 0 votes 

pRoposmor NO. II  

FOR • 2 votes 
THE ISSUANCE OF WATER, SANITARY 
SENOR AND DRAINAGE FACILITIES 
BONDS AND THE LIMY OF TAXES 
IN PAYMENT OP THE BONDS 

AGAINST 0 votes 

PROPOSMON NO. XII  

FOR 

AGAINST 

TES ISSUANCE OV RECWEMMEAL 
FACILaTIRS BONDS AND THN LEVY OF 
OF TAXES lff PAYMENT OF THE BONDS 

2 votes 

0 votes 
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2 votee 

0 votes 

2 votes 

0 votes 

2 votes 

O Voting! 

2 votes 

O votes 

FOR 

AGAINST 

FOR 

AGAINST 

FOR 

AGAINST 

FOR 

AGAINST 

PROPOSITION NO. IV  

TSB ISSUANCE OV ROAD FACILITIES 
BONDS AND TSB LEVY OF TAXES IN 
PAYMENT OF THE BCNDS 

MOPOSITIONNO. V  

TEX ISSUANCE OP REFUNDING BONDS 
AND THE LEVY OF TAXES IN PAYMENT 
OF THE SONDE 

PROPOSITION NO. VI  

MAIWBECUiel TAX 

PROPONITION  

MAINTENANCE TAX FOR RECREATIONAL 
FACILITIES 

and 

WHEREAS; said official eleotion returns further show that the 

votes mat foi permanent directors at such elections were an 

followa: 

and 

Gary Calfee 
Donald E. Rabinowitz 
Adam R. Softer 
/rving A. Wolf 
Robert L. TOmpkins 

2 votes 
2 votes 
2 votes 
2 votes 
2 votes 

WHEREAS, the above totals axe ohown in the official election 

returns heretofore submitted to the Board of Directors and filed 

with the Preeident and Secretary of the Board of Directors; and 
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WHEREAS, such elections were called and held in all respects 

under and in strict conformity with the Constitution and laws of 

the State of Texas and the United States of America; and 

WEEMS, a canvaas of the returne of said elections at this 

meeting of the Board of Directors is as soon as reasonably 

practical after suobelections; Now, Therefore 

BE IT ORME:MD BY TEE BOARD OF DIRECTORS OF MCWIUUMBRY mum 
MUNICIPAL UTILITY DISTRICT NO. 1261 

Seotion 1: The matters and facts recited in the above 

Preamble of this Order'are found to be true and correct. 

-Section 2: The elections heldwithin and far the District on 

the 9th day of May, 2009, which are'wore fully described in the 

preamble to this Order, ware called and notice was given thereof 

under the hand of the President and Secretary of the Board of 

Directors of the District in accordance with law; that the 

elections were bald in all respects in conformity with law; and 

that returns of the eleoti:ona have beam lawfully made by the proper 

officer. 

Section 2: The elections have resulted in a majority vote 

for the District, and it is hereby fonui, determined and declared 

that Montgomery County Municipal Utility Dietrict No. 126 .is duly 

and lawfully created in Montgomery Omant.y, Texas, with boundaries 

as demcribed by metes and bounds it Exhibit '0.A." hereto, which is 

hereby incorporated herein for all purposes. 

Section 4: In addition, said elections have resulted in the 

election of five (5) permanent directors for the District. 

Pursuant to Section 49.102 of the Texas Water Code the directors 
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who were elected have agreed that they alkali designate their 

reepective initial terms of office as followsi Irving A. Wolf and 

Robert L. Tompkins, shall serve for a term ending after the annual 

director.' election to be held on the first Saturday in May, 2010, 

and Gary Calfee, Donald 1. Rabinowitz and Adam R. Soffar, shall 

serve for a term ending after the annual direotore election to be 

held the firet Saturday in May, 2012. 

Section 5: The elections 'have further resulted favorably 

toward the issuance of the bonds described in Proposition . II 

submitted'at the elections, and, pursuant to applicable law, such 

bondo may be iseued in varioue serial or iesuee, with or without 

interest coupons, in any denomination, payable at such time or 

timea, in ouch amount or amounts or installments, at suah place or 

places, in such form, under aUCh terms, conditions, and details, in 

such manner, redeemable prior to maturity at any time or tithes, 

bearing no interest, or bearing interest at any rate or rates 

(either fixed, variable, floating, adjuotable, or otherwise), all 

as determined by the Board of Directors. The Boad of Directors is 

now authorized to issue $41,320,000 in water, sanitary Sewer and 

drainage facilities bonds of the astriot, as desoribed in said 

Proposition XI, upon the terms aed conditions described therein and 

herein and to do any and all thing"' neceneary and oonvetient in 

oonneotion therewith and, to ensure the continuing and orderly 

development of the Dietrict an terms and conditions which are 

feaeible and practical, the District anticipates that paid bonds 

will be issued in multiple series or issues over ma extended period . 
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of time all as determined by the Board of Directory to be feasible 

and practieal and in the best interests of the District._ 

Section 6:The electians have fUrther resulted favorably 

toward the isauance of the bonde described in Proposition XII 

submitted at the elections, and, pursuant to applicable law, such 

bonds may be iseued in.various 'series or issues, with or without 

interest coupons, in any denomination, payable at such time or 

times, in ouch amount or amount); or installments, at such place or 

places, in sudh form, under such terms, conditions, and details, in 

Sueb manner, redeemable prior to maturity .at may time or times, 

bearing no Interest, or bearing interest at any rate or rates 

(either fixed, variable, floating, adjustable, or otherwise), all 

as determined by the Board of Directora. The Board of Directors Is 

now authorized ta issne #4,100400 in recreational facilities bonds 

of the District, as deearibed in aaid Proposition III, upon the 

terms and conditions described therein and herein and to do any and 

all thing)" necessary and convenient in connection therewith and, to 

ensure the continuing and orderly develcpment of the District on 

teres and conditions which are feasible and practical, the District 

anticipates that said bonds will be issued in multiple seriee,or 

issues over an extended period of time all as determined by the 

Board of Directors to be feasible and practical and in the best 

• interstate cf the Distriat. 

Section 7:The elections have further resulted favorably 

toward the issuance of the banda described in Proposition IV 

eubudtted at the elections, and, pursuant to applicable law, such 

bonds may be issued La various seriea or isaues, with or without 
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intermit coupons, in any dereeklinetion, payable at such time or 

times, in such amount or amounts or installments, at such place or 

places, in such form, under such tares, conditions, and detaile, in 

such menner, redeemable prior to maturity-at any time or times, 

bearing no interest, or bearing interest at any rate.  ar rates 

(either fixed,,variable, floating, adjustable, or otherwise), all 

aa determined by the Board of Directors. .The Board. of Directors if; 

now authorized to issue $6,000,000 in road faoilities bonds of ths 

District, as described in said Proposition IV, upon the terms and 

cenditions described therein and herein and to do aey and all 

things necessary .and convenient in =enaction therewith and, to 

ensure the - continuing and orderly development of the Diatrict on 

terms and conditions which are feasible and practical, the District 

anticipates that said bonds will be iesued In multiple sedge or 

issues over an extended period of time all as determined hy the' 

Board of Directors!. to be feasible and practical and in the beet 

interests of the District. 

Section 8:The'elections have also resulted favorably toward 

the issuance Of the refunding.  bonds described it Proposition V 

sUbmitted at the elections, and the Board of Directors is now 

authorized to isaue 01,420,000 in refunding bonda of the Distriot, 

as described in said Propoeition V, upoa the terms and .conditions 

described therein and to do auy and all things necessary and 

convenient in cnnection therewith and the District enticipates 

that. said bonds will be issued in multiple series or issues over en 

extended period of time.all as determined by the Board of Directors 

214336,1 - 9  - 



to be feaaible and practical and in tbe best interests of the 

District. 

Section 9:The elections have also reeulted favorably toward 

the levy and collection of a maintenance tax, as daecribed in 

Proposition la mubmitted at the elections, and tba Board of 

Directors is 'now authorized to levy and collect an annual 

maintenance tax not to exceed One Doliar and Fifty Cents ($1.60) of 

each $100 valuation of all taxable property within.said District, 

upon the terme and conditions and for the purposes stated in said 

Proposition V/. 

Section 10: The elections have also resulted favorably toward 

tha levy and collectiou of a maintenance tax specifically for 

recreational facilities, as described in Proposition VII submitted 

at the elections, and the Board of Directors Is,now authorized to 

levy and colleCt an annual maintenance tax specifically fox 

recreational 'facilities not to exceed Ten Cents ($0.10) of each 

$100 vsluation of all taxable property within said District, upon 

the terms 'and conditions and for the purposes stated ih said 

Proposition VIT. 

Pection 11: It is betay'found, determined and declared 

that the meeting at which thia Order is adopted la open to the 

public as required by law, and that publio notice of the
.
time, 

date, place and.subject matter of this meeting and of the proposed 

adoption .of thie Order was given, fuxnimiled and posted as required 

by law. 
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o 
Section 12: A certified copy of this Order obeli be 

promptly tiled with the Texas Commisaion on Briviromental Quality 

and in the Official Records o2 Real Property of Montgomery Colinty, 

Texas'. 

PASSED AND APPROVED this 14th day of MMy, 2009. 

/s/ GeFy Calfee  
President, Board of Directore 

ATTEET; 

' /a/ Admn U. Soffer  
Seoretary, Board of Directors 

SEW, 
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EXHIBIT "2" 
MeTESAND BOUNDS DESCRIPTION 

MONTGOMERY COUNTY MUNICIPAL Wilily DISTRIcr NO, 121 
22641 ACM wive 

Amu EDWARDS SUDSY, ABSTRACT NO. IRO AND 116 
RIM COLLARD SURVEY, AI SiltaCr NO. 7 

MOramomERY COUNTY, TIM 

A216.49 ACRE TRACT OF LAND SITUATED IN THE JAMES EDWARDS SURVEY, ABSTRACr NO. 330, AND THE 
DAVI COU.MID SUIWItY, ABSTRACT NO. 7, MONTSOMOW COUNTY, TWA; BEING THE FOUDWING 
TRACTS OF LAND CONVEYED TO HOUSTON INTERNATIONAL TRAM CEpala L.P. ACM10175.1753 ACRE 
TRACT RECORDED UNDER MONTGOMERY COMM a.Eattl Fa NO. (IVIC.C.F. NO.) 2007112579, A 
CALEB 23A3 ACRE TRACT RECORDED UNDER M.C.C.F. NO. 2010074461, A CALLED 37.564 ACRE TRACT 
manten UNDER M.C.CF. NO. 2010074462.A ClfUED 33.661 ACRE TRACT itECORDED UNDER 
NO. 2007009290, A CAU.ED 21419 ACRE TRACT RECORDED UNDER M.C.C.F. NO. 20071.17.571, ALL OFTHE 
OFFICIAL PUBUC RECORDS OF REAL PROPERTY (0.P.R.O.R.P.) AND ALL Of A CALLED 0.210 ACRE TRACT 
CONVEYED 10 IMSC UMW COMPANY IN M.C.C.F. NO. 2000012765 0.P.R.O.R.P. AND ALL OF A 0.1.275 
ACRETRACT IN M.C.C.F. NO. 20013-0525311, A oiaaa ACME TRACT IN M.CCF. NO. 2005-052590, A (LIM 
ACRE TRACT Da M.C.C.F. NO. 20M-052592, A 0.1237 ACRE TRACT III M.C.C.F. NO. 2001452E94 MID A 
0.1285 ACRE ma tN M.C.C.F. No. 2006-052596; SAID 793.49 ACRE 'MALT BEING MORE PARTICULARLY 
imICRIBED BY METES AND BOWIDS AS FOLLOWS WITH AU. BEARINGS BASED ON THE TEXAS STATE 
KANE cooRDINATE svrren OF 19113,CENTRAL ZONE, AS DETERMINED BYE'S 1.4E3U11EMEN15; 

BEGINNING at s 5/6-Inch Iron sod found on the nerd; Ilne of Loomis Way (60.foot tight-of-way) 
reosrded under MC.C.F. No. 9536930 halm the aoutheist coma of Reim* "C" of the 
motet of tonanilre on take Conroe, plat of which Is recorded In Cabinet J, Sheets 7.6/ thru 163 of the 
Monte:unary Camty Mop Records (M.C.M - 

(1) THENCE North wave East. dons die east Me of mkt Rapist of tampers on Lake Conroe, at 91234 
RIM PamfDll the =Mao* anner Of mid Rapist of LnoRmire on Lake Conroe and tba southeast conier.of 
Longnitte aflteita Come Sutton 3, plot of which Is recanted In Cablnetl,Sheets 59 tbru 65 M.C.M.R. and 
continuing In 2.233.99 feot to i 3/8-Inch Iron rod found for the northeast corner of sold Loidtmlre on 
Lake Conroe Section a; 

(2) THENCE North 7712'16" West, 3313,68 feat, along the north End of sold Longildre on LIM Comas 
SactIon 9, to a 1030 Nell found for an Interlor comer of said Lotignfira an Lake Conroe Sadism 11, from 
Which a found 5/B-Inch Iron rod bears South 33'23' East, 0.75 faint 

(3) *THENCE North 1.11.5'28°  East 536.74 feet *long en Mao Ilne of sold Longlire en Lake contort section 
9, to s 5/3-Inch Iron It'd Mend fru the northust comer of lissom V' of mid Longnilre on LOB comer 
Section 3, batman the 201-fom MOM IMO; 

MANCE along the 201-foot contour Ine,ffiefolbwIng any (60) courses and distancei; 

(4) South VIM" East,38.75 feet to a polnt; 

(3) North 60`22'0D` East, 14.061eat to a point; 

.(6) Soudi Brawn" East, 14,40fae8to a poltit; 

(71 South W41011" Emt, 14.73feet to a point 

(8) Sout323'42'16" East, 2333 feetto a point; 

(9) South 2131'20Met,411.110 feetto a point; 

(10) South 241.5.55" East, 36.65 feet to a pohi4 

(11) South 23'02'23" Ese4 43.46 feet to a point 

(12) South 3t43'31' East, 4136 feat to a piing 

South 39•04.340  East, 23.02 faetto a pate; 

(34) south 43•05'42? Erit. 25,55 feat to 1 point; 

(15) South 89-57`44" Mut, 22.50 feet to a pOint; 

tial North 62'41'04°  East, 21.03 feet too poinb 

(17) North 32'09'211" East 44.39 feet toe polnh 

seueeee 
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North ursolso  Wen, 36.41feet to ipOMt 

(29) North oranso  west 43.64 {tett* riot 

(20) North 1.5.23'27" UR, 43.591eet to *pOlnt 

(24 Myth ulatt, East, MAO aset to a plat 

(22) North 13•Qteee Ent, 2115 (Into a polar 

(29) North 10•49185" Ent,110,79 feet to point; 

(24) North 321.9'0S" Ent, 12.24 fent° a point 

(24 North sriala" Ent, 22,73 feetto u NOV 

(26) South 4011115.  East, 26.941eet to a 30181; 

(27) South 53-1.3,35* iint, 31.75 %trio a polnh 

(7.1) South 5619'25' Ent 57.54 betty a potrit; 

09) South prune East, 5426 fon to a potht 

(54 South 5914.03* Eest, 33.57 lento a point; 

(32) South 5714'53' Ent, 37.89 Ow to a pot* 

(37-) South SWUM' East, 3.537 thetto le point; 

(33) South Sit'SS'Or Eask 48,09 fest to a pair* 

(34) South W3940" Ent, 31.99 fent,  4 90914 

(35) South 9119'12" East, um !onto a pobn: 
e . 

(96) North 84•35.425" Ent, 20.56 feet* a polft 

(37) North 1519'43" F.aly 2319 lotto o pahth 

(511) North trials* Wag, 25,09 fest to I potrit; 

(39) North 4519'31' West,3129 fent° i 901114 

(40) North 38•24'553° West, 42.42 feet to a point, 

(41) North 411.1134" Wen, 42.03 feet to i 170/n4 

• (42) North 3244'02' West,87.78 feet to it polo4 

(43) North 47•31'111" We5t16.54 feet to point; 

(44) North S1'0111.2. West, 68.46 feet to a pokr# 

(43) North 54'2710" West,. 5357 feet to a po'n4 

(46) North 301.4'581  West,43.011 feetto Êpc4flt; 

(47) North 511•50'15b4  West, am feet to e Fait; 

(Ng North 4344'93" Waey UM but to polnp 

(49) North 17'44'30" West, 55.92 fut to 0 0 04 

(80) North 04'00109` West, 43.57 'Neap) Point; 

(54 North 2615140` Wen, 51.84 feet to Point 
• 

(32) North 151713" Weet, 69.20 feet to it NM 
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(53) North 0913124  East. 38.110 feat to o point on the south One cif Pebble -Glen on the Lake, get of 
Which Is recorded In Cabinet N,Sheeto 125 thro 123 M.C.M.R4 

(54) 'MINCE South or21'22g  East at blbo Mot Puling a 5/4-Inc1t Wit rod with alp steamed 'C1420,713-
7344500" sat for reference,. and continuing In all 143.40 feet to 3/11-lorh Iron rod found for the 
sootier st cornet of said Pebble Glen on the lake; 

(55) THENCE North 11149'44,8  Esst, gong the eut line of said Pebbie Glen on the Ihke, at 104157 feet passing 
5/11-frich Iron rod found for the northeast corner of seld Pebble Glen on tha Lake, end continuing In 48 

101269 feetto a point on the 201,-foot contotIr Ilnel • 

THENCE along the 201-foot contour line, the following twenty-one (24 courses end renown 

(561 South 117•34'31 £ast,44.31 feet to i pOint 

(57) North 3519.39` ESN, 1011.76 kelt) a point; 

(68) smith 117'4117.• East, 41,82feet to a point; 

(56) South g917.21' Eat, 52.34feet tow polo% 

(€S) South 131125" East, 31.16 feet to i point; 

(61) Smith fir2tt06* East, 50.0Ofeet to R pollth 

(62) With grease East, 43.06 feet to a pokiti' 

(63) North WOW° East 43.48feet to it Patti 

(64) Ugh East is.si rag tud point; 

(65) North 67.92'311' East, 22.65 feet to a pont 

(66) North 0219135" East 24.08 feetto a point; 

07) North 00•11132s East, 29.04 feat to a pokt; 

(68) North 6719'40" West, AV feetto p teent 

. North 74'4373" West 56.36 fest to sn'aInt 

(74 North 7523" West, 43.28 feetto • poloq 

(71) South 84'37'31' Wert 74.43 Itet to 0 Paint 

(72) Muth 69•28,00" West, 4040 feat to a point; 

(73) North 34•38'39" West, 45.92 (sotto a polar 

(74) North 85'03'04" Weak 59.74 football Point 

North 79'31'57" West, 49.92 feet to s polnti 

(76) South 68'1613° West, 59.47 feet to s point on the eastline of CaNee hoed (60-foot tighh-of-waY) 
recorded In Volume 632, Pap 291. and Volume 640, Page 139, both 0! th. Monigomsry County 
Deed awards; 

(77) THENCIS Notth 11'11'40` East, 22945 feet along the east line of said Cellar; hoed to a1/2-tnch Iron rod 
found, bolt* the soathwest corner of the sfonementioned 23.4194cre troct 

THENCE in a northerly direction along the common line afield Calke Marl and said 23.419-acre tract, the 
following three (3) commend distances: 

(Z8) North 21•1013° East, 19.90 feat to a PK Nail found, 

1717) North 51,27111" Sao, 10112 feat to a 5/11-inch Iron rod found; 

(40) North irirot" East 521.13 feet to a point on the soutiNlett COMO' of Looses Una Road (60* 
footAghtot,way) racordsd In Warne 823, Page 102 and Warns 2049, Pala Sit both or lila 
Montgomery County Ned Nucor& from which a 1/2-Inch lron rod With cap stamped "Jeff Moon 
RPM 4539' found for the most westerly northwost corm of suld 234%9 owe tract 
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WI MINCE SoUth7619'07' Eatt, it9U5 het pantie* Witch hen rod whit cep starread loft Moon RPL5 
aye found for dm corner of sold 23.939-acrat trice, and continnIng In aft 1062,79 Mt, along th• south 
km aright Lew& Una Roodto 5/8-Inth Iron rod fins* 

04 wham south 77•19432" East, es0.27 feet, ocrelnulme along the south the of tango UneRnad,to a 5/6-
hob Iron rod found (laet), Worths northeast comer ofsafd 29.4194aattrach 

(66) THENCE South 1r0843' West, along the east Ens of sold called 29.09 screltioCat a distance of 44.50 
feet pus a $/S-Ittch kon rod found, end m191,01;41 total of 05.1.4 fest to a point Intim north Ilne ofi 
called 12:Lte1 omitted Incanted In Volume456, fop TGI M.C.D.R4 

(84) THENCE South 77•0210* East. 21.49A6 hot to an Iron stop foiled OR the east One of Lonrho Rood, 
bake die northeast corm sold 23A3-acte tract and the noGINrest corner of a celled 99.75nate tact 
recorded under NLC.C.F. No.9891554 D.P.R.O.R.P.3 

($5) MINCE south 121241" West, Mang sold Longmlre Road end Lammalre Way, at 429.13 feet passing 4 
7.12•Incb fron found ihar the common eat camen.seld 13.43.acts trac4 aneradd $8.1161-acro Vett et 
1074.73 het passing a 1/2-Inch Iron rod found for the common east canter of said 33.a61-acro tract Ind 
add 37.554-ecre tract, and unstinting fit all 179L25 feat lo s PI( Nal found for the southeast corns( of 
mid 87.564-ocre treat widths northwest comer oft:mm.1h Stibdhitslon Seedon One-Faint Plat, recorded 
ceelnet X, Shuns 65-65 M.C,M.R4 

(1s) THENCE North 7713411' West, 7250,27 feat, Mom the commom lhae of sold 37.364-acre tract and add 
2145 0.64Cle tree% to 1 1/2-Inch Iron rod found•for she common west corner of -gild called'97.564 acre 
tract and old =Cad 26,5514 We IfIld; 

THENCE South TrOcrge West, 507.56 feet to a s/S-frich Iron Moe found for the southwest corner of mad 
called 26.5516 an* tract and On northwest corner of The Estate( of Lanunlre on take Conroe, a 
subdMalon of record In Cablinst H, Shute 928, 93A-BM.C.M.114 

THENCESouth 1.1•12125u West, 2A16.53 feat, Mang the %vest Ilne of sold Itto EsIntes of Lammas on lake 
Conroe, to a fence oomer on ihs north One of the afarimentIoned lonmolre Way, being on the arc of a 
nomangent curveto the rfghh 

THENCE In a westerly &action, along the notch Eno of said Lonatalre Way, iterktowIng slx (6) courses 
and dIstancost 

Along the arc of mid non-011PM CUM to the right haying a redo of .1990.56 feet a central 
angle of 05'3751', an arc length of MAR BM, and a chord barb* Nada 741.4'55" West, 
1.95.55 feat to a s/s-Inch Iron rod found at poInt of reverse voyeurs; 

Along the ere of sold corn to the left haying e magus of 624.29 feet, a central ones of 14'21'06", 
on art length of 20847 feet, and a chord Meador North 76'5515" West, 205.93 feet to a 5/0-Inda 
kon rod found ate paint of reverse curvature) 

Along the arc of sold carts to the right Wang radius of 149991 feet, a central angle of 
07'284111, en arc length of 1S9A0 feet, and et chord boarfng North 8221.144.  west, 195.66 feet 
to.4 5/It4sch ken rod found tor tangency; ' 

North 711'37'21' West, 366.86 feat to a 1/2-inda Iron rod found at Me begInnIng of a curve to the 
• 

loft; 

Akins the atm of safd curve to tha reft haying a redlua of 2711.89 feet, a central allele of 
04615'15", an am length of 202.S.4 foot, and a chord bearing North 110•45'28' Wtst, 202119 feat 
to 1/24nch Iron rod foond at a polreof noyersecurvMuro; 

Along the arc of sold curve to the light hadng a radius of 1957.12 feet, a centre tangle of 
051BI44", en aro length of 196.R5 feat, and i•chotd beedng North 80'04'19" West, 195.77 fest 
to ths PoirlToFBEMNIIING6ond contalrang29B49 acme land. 

22.5Z ACRETRACT: 

A 22.52 ACRE TRACT OP LAND SITUATED IN ME EWAH COUARD sower, ABSTRAcT NO, 7, 
MONTGOMERY corm TEXAS, BEING MAT SAME CALLED 22,520 ACRE TRACT DESCRIBED IN DEED To 
HOUSTON INTERCONTINENTAL TRAIN CENTER, LP. RECORDED IN M.C,C.R. NO. 20120100e4 OF 
MCA PUBLIC RECORDS OF REAL PROPERTY; SNO 22,52 ACRE TRACT BEING MORE PARTICULARLY 
DESCRIBED BY METES AND BOUNDS AS FOLLOWS WIM AU. BEARINGS BASED'ON Trim STATE 

• NAME COORDINATE SYSTEM OP MG, CENTRAL ZONE, AS DETERMINED EY GPS PARASUIRMENTS; 

=AMR 
Jute Wee Reny, eat 
eIek teleitittec 4-7 
h04 

(87) 

• OM 

(90) 

(91) 

(94 



IMOINNING at a 1/2.1nch Iron rodwItli cap stamped 'CITY OF Conor found In tite south line of League 
Line Road (110-footwitIthl recorded In Warne UM Foga 577 oftha Montgomery Casey Dead Ream* 
WIN et the nor* end de tartback at theintenteNen With ihe wait fine of toligmire R0001 (mweriptive 
r.o.w.); 

(1.) THENCE, South 37'4810 East, dong said cutback, 1.49..i6feetto st potato( come In *sweet Mt afield 
Lorgmlre Roe* 

(2) THENCE, South 0710W West along the tvest the of aid tongs*. Roe* )937E.feet to a S/24nch Iron 
rod with cap stamped "CM OF COMt0E•  found for corner In the hone Ine es galled 324S sera tract 
recorded under Moms:ornery County Clerk's Filo No. 2006101070 of tha Official Public Records of Rad 
FroPortY1 

(3) THINCE,Ibrth 17%12%0  Weitalanglhcaiorth Ina of mid 23,43 Athena*, 207360 feat to a SJI-inch 
iron rod Mgt cap stamped "MoyerSurvering Mr found, beteg-Dm southeast comer of a celled 2t634 
wetted recorded under Montgomery Monty Cladfa Fie No. 2007112573 of the Meg Public Revarth 
of Rag Property from h$d,a 14nch hen pipe found beers South 1.1.194111  West 11.09 hat, gn Ins 
goess found beam North 7702201  Wast, 140.10 feet and • 2614nth kon rod found bears North 
/2'55116" West, 0.61feet 

'MINCE, Moan 1.2M643' East, along the east line afield 21634 Kra tract, 47094 feet to a Sill-lisch iron 
rod Mth cep stamped oar/ oF CONROE" found In the south line of saki longue Une Road from which e 
sfil4nch eon rod finmd bent bow North 12112'42 East 14.24 feet 

IN THENCE, South 7712131' East, along the south itle andel League Une Road, 1925.96 feet to the Foust 
OF INNIMMile canblztIng 22.62 acres of land. 

13,90 ACRE TRACT: 

A 13.90 AcRE TRACT OF LAND SITUATED IN THE JAMES EOWMIDS sURWY, ABSTRACT NM Ott 
momunnERy ccuNry, MAR, BRNO ALL of A CALLED 13.295 ACRE InAcr a:wpm TO HOUSTON 
INTIERNAlloNAL smog CENTER LP. ILEO3R0E0 11.0. 2011050569 OF lin OFFICIAL PUBLIC 
REOORDS OF REAL PROPER7Y 10.P.A.O.R.P.k SAID 13.90 ACRE TRACT 8E04 -MORE PARTICULARLY 
IDESCIUISED BY METES AND BOUNDS hi FOU.OWS WITH ALL BIARINEN BASED ON 711C TEXAS STATE 
PLANE COORDINATE SYSTEM OP URN, CENTRAL ZONE, AS DETERMINED BY GPS MEASUREMENTS; 

emlINNINE1 at ttm northwest corner of Camellia subdhAston Section onefInet Flat, recorded In Cabinet z, 
sheets 153-65 M.C.M.R., being In the south line of a caged B7.564 acre tract described ln M.C.C.F. No. 
2010074462 0.PAO.R.P.; 

THENCE, with the westerly line of mid Canaille SubdIvislok tha following fifteen 1S courses and 
distencesi 

(1) South 37'0617' West, 734a feet to the point of curvature to the right 

(2) With saki curve to the right haVIng e radfue of 25.00 foot, a control angle of 90101i", an ere 
length of 43.611 fele end a chold beadre of Sante 67'06'22" West.3$.30 Met to a COO Nall found 
for cornets 

(3) south 41•44,23" wriftE4 60.26 feet to * poet for corner, being In the air an non4unrint curve to 
thesis)* 

14) With sald non-tingent curve to the right bodes a radius of 25.00 feet, i central engin of 
1.12•3337", an ars length of49.26 feat and a chord bearing of South 0021413" East, 41.67 feet tO 

point for comer; 

15/ South 27133'39" East 6026 feet to a point for corner, being In theme *fa non-tangent curvets 
the righC 

(6) With mid non-tRogent terve to the delft having a radius of 30.00 feet, a rantref angle of 
4'U/27'. on arc tenth of 65.06 feet and a chord bent* of Nerth Grow East, 5/04feet to 

the point °Traverse curvature; 

(.7) With said worse curve to the lett having e radfue of 830,00feet a central angle of ll'14'53", in 
arc length of 64.71 feat end a chord basing at South Sr203V Est, 6458 feet to a E03 Nall 
found kir corner; 

resin* 
nos giongsneggsge 

evegesgswgdo 
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VAth said reverse curve to the dela having a radlus of 25.00 feet. a central angle of sramr, an 
aro length ef 35,32 feet and t chord boating of south 7.4 7̀042" Elft, 325O rut to aGOD Nill 
found for corner; 

19) South 151.5.53" West, OW toot to a 600 Nen found for comer) 

1.10) South 011144Ir West. 300 oat to a sto H.0 fou rid for earner/ 

(51) South Wife' West, 22.48 (sotto a poIntfor corner; 

(12) South rer2r109" West se.9afeetto 4 peint for COnren 

111) South 0623'21N West, 20.30 feet to a point forcorneil 

South 0914'391  West, SUS feet to a polntfor cornett 

451 south mows West, 99.93 feet to the southWest corner resold Canseills Subdivision being In 
the =di be elm Edens of tonninira on Ube Conroe, piat of which It recorded In Mink 
Shoals 926, 9SA, 930, end 94A MAMA; 

116) THENCE North 77•54'ir West 125E50 featto a 3/4-Incli Iron Pine found for the northWest conker oi 
sald The Estates of tortingre On Lake Conroy': 

(17) INENCE riot% wow East, 507.56 feet to 1/2-Inch lute rod foued for the southwest comer of 
said called 37.564 screttact; 

(111) THENCE south 77'55'49° East. Mettles south Ihie of said called 37514 acso tract, 1165,31 %et to tile 
KANT OF beeireme, and contilnIngl.3.90 acres ef land. 

Z93.49 ACRES+ 22.52 AMES+ MO ACRES n 929.91 ACRES 
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COMPROMISE AND SETTLEMEn MUTUAL RELEASE, AND AMENDMENT AND  
RESTATEMENT OF OPERATIONS AND MAINTENANCE AGREEMENT 

This Compromise and Settlement, Mutual Release, and Amendment and Restatement of 
Operations and Maintenance Agreement (the "Agreement") is entered into effective as of 
January I, 2016 (the "Effective Date") by and among MONTGOMERY COUNTY 
MUNICIPAL UTILITY DISTRICT NO. 126, a body politic and corporate and a 
governmental agency of the State of Texas organized under the provisions of Article XVI, 
Section 59 of the Texas Constitution and Chapters 49 and 54, Texas Water Code, as amended 
(the "District),  AQUA OPERATIONS, INC., a Delaware corporation ("Mira Operations"), 
AQUA DEVELOPMENT, INC., a Texas corporation ("Argus Deveinment"), and AQUA 
TEXAS, INC., a Texas corporation (Aqua Operations, Aqua Development, and Aqua Texas 
sometimes referred to collectively herein as "Aqua") (The District, Aqua Operations, Aqua 
Development, and Aqua Texas sometimes referred to individually herein as a "Party" and 
collectively herein as "Parties".) 

RECITALS 

WHEREAS, pursuant to that certain Operations and Maintenaece Agreement dated 
January 18, 2008 (but effective pursuant to its terms on December 10, 2013), by and between 
David B. Hendricks ("Hendricks") and Houston Intercontinental Trade Center, Ltd., a Texas 
limited partnership ("HITC'') (Hendricks and HITC referred to collectively herein as 
"Dsmjear"), on behalf of the then-proposed District, Aqua Operations and Aqua Development, 
as subsequently assigned to the District pursuant to that certain Assignment of Operations and 
Maintenance Agreement between Developer, Aqua Operations and Aqua Development dated 
December 10, 2013 (the "Operetions Agreement"), a copy of which is attached hereto as Exhibit 

, Aqua Texas currently provides operations, maintenance, and management services to the 
District and 

WHEREAS, Aqua Operations, Aqua Development, and Aqua Texas are affiliated 
entities; and 

WHEREAS, as of the date the Operations Agreement was executed (January 18, 2008), 
Aqua Development was the holder and owner of a water Certificate of Convenience and 
Necessity No. 12902 and a sewer Certificate of Convenience and Necessity No. 20867 issued by 
the Texas Natural Resource Conservation Commission (now known as the Texas Commission on 
Environmental Quality ["TCEQ"]) on August 7, 2000, which granted to Aqua Development the 
exclusive right to provide retail water and sewer services to the area covered by such Certificates 
of Convenience and Necessity, which area includes certain land located within the boundaries of 
the District; and 

WHEREAS, on June 4, 2010, Aqua Development filed an application with the Public 
Utility Commission of Texas (the "PUC") to assign water Certificate of Convenience and 



Necessity No. 12902 and sewer Certificate of Convenience and Necessity No. 20867 to Aqua 
Texas, which assignment was completed on March 12, 2012 with the issuance of water 
Certificate of Convenience No. 13203 and sewer Certificate of Convenience and Necessity No. 
21065 (collectively referred to herein as the "CCNs") to Aqua Texas, ganting to Aqua Texas the 
eoiclusive right to provide retail water and sewer services to the area covered by the CCNs, 
including the aforementioned land located within the boundaries of the District; and 

WHEREAS, pursuant to Article V of the Operations Agreement, Aqua Development 
agreed to take any and all action mquired to either release the approximately 175 acres of land 
located within the boundaries of the District and the certificated areas of the CCNs (the "CCN 
Property") from the certificated area of the CCNs or, at the option of the Developer or its 
successor under the Operations Agreement, to assign all rights, title, and interests in and to the 
CCNs relative to the CCN Property to the Developer or its successor under the Operations 
Agreement and 

WHEREAS, the District, as successor to the Developer under the Operations Agreement, 
desires that Aqua Texas, as the successor in ownership of the CCNs, assign all rights, title, and 
interests in and to the CCNs relative to the CCN Property to the District as soon as possible; and 

WHEREAS, the initial term of the Operations Agreement is twenty-five (25) years and, 
pursuant to Article VI of the Operations Agreement, said initial term commenced on December 
10, 2013 upon the assignment of the Operations Agreement by the Developer to the District; and 

WHEREAS, during the first two (2) years of the initial term of the Operations 
Agreement, various disputes have arisen between the District and Aqua concerning the standard 
of performance of operations, maintenance, and management services provided to the District by 
Aqua Operations; and 

• WHEREAS, in the interest of compromise and settlement of said disputes, the District 
and Aqua desire to amend and restate the terrns of the Operations Agreement, whereby Aqua will 
cease providing operations, niaintenance, and management services to the District, the Parties 
will release each other from prior claims under the Operations Agreement, and Aqua will assign 
the CCNs rights relative to the CCN Property to the District in consideration for certain 
compensation, all as more specifically set forth herein below. 

AGREEMENT 

NOW, THEREFORE, FOR AND IN CONSIDERATION OF the mutual obligations 
hereinafter set forth and for the above recited purposes and other good and valuable 
consideration, the sufficiency of which the Parties acknowledge, the Parties hereby agree as 
follows: 
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Sectiee1 ncorporation of Recitals. The recitals set foitk above are true and correct and 
are incorporated herein for all purposes. . 

Section 2. Entire Agreement. This Agreement, which amends and restates in its entirety 
the Operations Agreement as of the Effective Date, shall constitute the sole and only agreement 
of the Parties and shall supersede any prior understanding or written or oral agreements between 
the Parties respecting the within subject matter, which are of no further force or effect. 

Section 3. General Statement of Intent The District and Aqua hereby acknowledge that, 
at the present fime, Aqua has the exelusive right to provide retail water and sewer services to the 
CCN Property within the District. The District acknowledges that it could not provide water 
supply and wastewater treatment services to the CCN Property without Aqua's assignment to it 
of the CCNs relative to said CCN Property or the release of the CCN Property from the 
certificated area of said CCNs. The District and Aqua hereby acknowledge that the 
consideradon provided to Aqua pursuant to this Agreement shall effectively constitute the 
purchase price for the CCN rights relative to the CCN Property. 

Section 4. Assignment of CCN Rights Relative to tbo CCN Property. In considered= 
for the compensation to be paid by the District to Aqua as set forth in Section 15 of this 
Agreement, Aqua agrees that it shall take any and all action required, si its sole coat and expense 
and at no cost to the District to complete the assignment to the District of all rights, title, and 
interests in and to the CCNs relative to the CCN Property (the "Assignment")as soon as 
reasonably possible. Aqua shall properly file the application for the Assignment (the 
"Application") within sixty (60) clays of the Effective Date of the Agreement, and shall diligently 
moeitor and pursue the approval of said Application at the earliest possible tinae. In connection 
therewith, Aqua shall respond timely to any and all requests from the PUC relative to the 
Application and the Assignment, and shall further take any and all actions required of it to ensure 
the timely and successful approval of said Appdication and Assignment by the PUC. 

In order to facilitate completion of the Assignment, the District agrees to provide any 
existing records or documents reasonably available to the District which may be reasonably 
required by Aqua or the PUC relative to the Applicadon or the Assignment 

Section 5. Operations. Maintenance. and Management Services. Ari of the Effective 
Date hereot Aqua shall cease providing operations, maintenance, and management services to 
the District and shall have no further obligations under Mckil,o Article TV, or Article y, 
Section (A)(1) of the Operations Agreement Aqua hereby acknowledges that the District will, 
as of the Effective Date, employ another entity or entities during the Team (as defined below) of 
this Agreement to perform such services (the "Ng:KAN/stun on the Districts behalf. Aqua 
shall work in good faith and use all reasonable oftiorin to assist the District and the New Operator 
in this transition Accordingly, Aqua agrees to provide the District and the New Operator with 
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any and all records in its possession concerning the operation, maintenance, and management of 
the District's system as soon as reasonably possible following the execution of this Agreement 

$ection 6. Release of Aqua. The District, for itself and on behalf of its past and present 
successors and assigns and all other persons, natural or corporate, in privity with them, or any 
one of them, separately or severally, hereby releases, acquits, and forever discharges Aqua, its 
officers, directors, legal representatives, personal representatives, agents, consultants (including 
its attorneys, auditors, and bookkeepers), insurers, successors and assigns, and all persons, 
natural or corporate, in privity with them, or any one of them, separately or severally, from any 
and all claims, debts, demands, contracts, agreements, damages (kneluding consequential 
damages, damages related to loss of business opportunity or business interruption, or damages 
related to loos of reputation), attorney's fees, costa, actions, oauses of action, or any other 
liabilities of any kind whatsoever, both in law or in equity, whether based upon tort, contract, 
extra contractual claims, implied or express agreements, or any other theory of recovery, 
including contribution and indemnification, whether known or unknown, that are based upon, or 
in any way arise from, or is in any way related to, whether directly or indirectly, Aqua's 
obligations under the Operations Agreement, related to the period from Tannery 18, 2008 to 
December 31, 2015 (the "Relevant Mod"). Without limitation, this release shall include all 
claims against Aqua which could, shoeld, or might have been, or be in the future, asserted by the 
Disnict that are in any way related to Aquis obligations under the Operations Agreement related 
to the Relevant Period. Hoy/ever, n.othing in this Agreement shall be construed to release Acput 
from any of its obligations relative to $ection 4 herein until the Assignment is complete. 

,Section 7. Relose of the District. Aqua, for itself and on behalf of its past and present 
successors and assiges and all other persons, natural or corporate, in privity with them, or any 
one of them, separately or severally, hereby releases, acquits, and forever discharges the District, 
its officers, directors, legal representatives, personal representatives, agents, consultants 
(including its attorneys, auditors, and bookkeepers), insurers, successors and assigns and all 
persons, natural or cotporate, in privity with them, or any of them, separately or severally, Of and 
fkom any and all claims, debts, demands, contracts, agreements, damages (including 
consequential damages, damages related to loss of business opportunity or business interruption, 
or damages related to loss of reputation), attorney's fees, costs, actions, causes of action, or any 
other liabilities of any ldnd whatsoever, both in law or in equity, whether based upon tort, 
contract, extra contractual claims, implied or express agreements, or any other theory of 
recoveiy, including contribution and infiefernification, whether known or unknown, that are based 
upon, or in any way arise from, or is in any way related to, whether directly or indirectly, the 
District's obligations under the Operations Agreement related to the Relevant Period. Without 
lhnitation, the foregoing shall include all claims against the District which could, should, or 
might have been, ar be in the future, asserted by Aqua that are in any way related to the Districfs 
obligations under the Operations Agreement related to the Relevant Period. 
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Section 8. Future Chain, Nothing herein shall be construed to release any Party from 
liability for any action (or inaction) that occurs on or after the Effective Date and that constitutes 
a breach of this Agreement. 

2ection 9, BLAggignm;tj_l,f_QIimz As a further material inducement to each Party to 
enter into this Agreement, the District and Aqua warrant, each to the other, that no assignment, 
transfer, conveyance, or other disposition of any claims, demands, causes of action, obligations, 
daniages and liabilities described above has been made, and that each Party is fully entitled to 
give its full and complete release of all such claims and demands. 

Section 10. Denial of Liability. This Agreement constitutes a compromise and 
settlement of disputed claims. This Agreement shall not constitute or be construed as an 
admission of any liability or fault by any Party hereto, all such liability being herein expressly 
denied. Further, this Aintement shall not be construed as an Ramis:Rion of the tmth or 
correctness of any claim asserted by any Party hereto. 

Section 11. Representations and Warranties of the District. The District hereby expressly 
warrants and represents to Aqua that 

A. The District is legally competent and fully authorized to enter into the 
agreements and obligations in This Agreement and to execute this Agreement in the capacity or 
capacities in which. this Agreement has been executed and no other action, approval, 
authorization, or signature is necessary or required in cumrection. therewith; 

B. The District's execution of this Ayeement in the capacity or capacities so 
executed will not violate any provision of any instrument to which tie District is bound or, to the 
best of the District's knowledge and belief, any applicable laws, statutes, or regulations by which 
the District is bound; 

C. The District has read and understands this Agreement and has had the 
advice or the opportunity -to seek the advice of its attorneys with regard to the legal consequences 
of this Agreement and 

D. No promise or representation of any kind has been expressed or implied to 
the District by Aqua or by anyone acting on behalf of Aqua, except as is mrpressly stated in this 
Agreement. 

The District expressly achowiedges and understands that the representations and 
warranties set forth above have been made as a material inducement to Aqua to enter into this 
Agreement, and that Aqua would not have entered into this Agreement but for each of such 
representations and wananties being nrade. 

Section 12.  kainfoggiamml_WavautimsdAing. Aqua hereby expressly warrants 
and represents to the District that: 
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A. Aqua is legally competent and fully authorized to enter into the 
agreements and obligations in this Agreement and to execute this Agreement in the capacity or 
capacities in which this Agreement has been executed and no other actions, approvals, 
authorizations, or signatures ate necessary or reqnired in cormection therewith; 

B. Aqua is the owner of the CCNs and has the legal authority to prepare, 
submit and pursue to completion the Application and Assignment of the CCNs to the District 

C. As of the Effective Date of this Agreement, the CCNs cover all of the 
CCN Property described herein; 

D. Neither Aqua nor any entity related to Aqua owns any Certificate of 
Convenience and Necessity affecting the CCN Property other than the CCNs; 

E. Aqua's execution of this Agreement in the capacity or capacities so 
executed will not violate any provisions of any contracts, agreements, partnership agreements, 
partnership resolutions, or any such incorporations, bylaws, board resolutions, or any such other 
instruments to which Aqua is bound or any applicable laws, statutes, or regulations by which 
Aqua is bound; 

F. Aqua has read and understands this Agreement and has had the advice or 
the opportunity to seek the advice of its attorneys with regard to the legal consequences of this 
Agreement and 

G. No promise or representation of any kind has been expressed or implied to 
Aqua by the District or by anyone acting on behalf of the District except as is expressly stated in 
this Agreement 

Aqua expressly acknowledges and understand.; that the representations and 
warranties set forth above have been made as a material inducement to the District to enter into 
this Agreement, and that the Dishict would not have entered into this Agreement but for each of 
such representations and warranties being made. 

Section 13, Survival. The representations, warranties, and covenants sct forth in Section 
6, Section 7, Section 9, Section 11, and Section 12 herein shall be deemed to be material and 
continuing, shall not be merged, and shall survive any termination of this Agreement 

Section 14. Team. The term of this Agreement shall commence on the Effective Date 
and end on November 30, 2038 (the "Tema"). 

Section 15. CanneeigkakMiligbig, In consideration for Ailuals Assignment to 
the District of its CCN rights relative to the CCN Property, as deaoribed in Section 4  herein, the 
District shall pay Aqua $10.00 per Corniced= per month (the "Monthly Rate") an or about the 
fifteenth (1541) day of each month of the Tenn of this Agreement (the "Mr_a_iimparg'nthl 1), 
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except as otherwise specifically set forth in this Agreement. The term "Commotion" shall mean 
each separate connection made to the Distriefs water diatribution and sanitary sewer collection 
system (collectively constituting one (1) Connection) from a completed residential or 
commercial structure that is habitable and capable of receiving water and sanitary sewer services, 
whether said services are then being utilized or not; provided, however, that no residential or 
commercial structure shall be deemed to he a Connection until the District has actually 
commenced providing said services to such strueture. 

With each Monthly Payment, the District shall submit to Anna a copy of the previous 
month's Operator's Report as presented at the District's regular monthly meeting of the Board of 
Directors of the District, which shall inolude the total number of Connections used to calculate 
Aqua's compensation hereunder. 

$eotiOn 16. Initial Payment Notwithstaading any provision herein to the contrary, dm 
District shall not be obligated to make any payment to Aqua under this Agreement until Aqua 
has completed the Assignment to the District of its CCN rights relative to the CCN Property as 
descnbed in Section 4 herein (the "interim Period"). Monthly Payments payable to Aqua 
hereunder Shall accrue during the period between the Effective Date and the dale on which Aqua 
completes its obligation under Section 4 herein, without interest, and shall be paid by the District 
to Aqua in one single payment (the "Initial Payment"). During the Interim Period, the District 
shall sot aside the amounts that would be due to Aqua as Monthly Payments each' month and 
Mull hold all such amounts to be paid collectively as the Initial Payment. The District shall pay 
dre Initial Payment to Aqua within 30 days after the first meeting of the District's Board of 
Directors occurring after Aqua has completed the assign/neat to the District of its CCN rights 
relative to the CCN Property. Thereafter, Monthly Payments Ann  be paid as set fotth inSection 
15 above. 

Section 17. Late Payment. The District agrees to pay interest to Aqua at the naaximurn 
rate that may be charged to a political subdivision nnder Texas Government Code §. 2251.025, 
not to exceed ten percent (10%) Per annum, for all amounts remaining unpaid forty-five (45) 
days after the applicable due date. Interest shall accrue from the ft:TV-sixth (461) day following 
the date payment is due until the date payment in full is made. Further, in the event of a. diapute 
or disagreement between Aqua and the District concerning any amounts payable by the District 
to Aqua hereunder, no interest charges shall begin to accrue until the thirty-first (311L) day 
following the date of final resolution of said dispute. 

Section Ili. Mcelerated Pnyment AI any time during the Term of this Agreement, the 
District, at its sole option, may terminate this Agreement by paying Aqua the "Acceletated 
Payment" (defined below). The Accelerated Payment is intended to compensate Aqua for the 
remaining value of the CCN rights assigned to the District and equates to Aqua's projected 
stream of revenues remaining through the Tenn of this Agreement, as described herein, 
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discounted back to the effective date of said termination. The Accelerated Payment may be paid 
by the District from any lawfidly available funds of the District. 

The "Accelerated Payment" shall be calculated by multiplying the number of then-ourrent 
Connections within the District, plus the number of Remaining Projected Connections (defined 
below), by 50% of the Monthly MD, and then multiplying said figure by the munber of months 
remaining under the Term of this Agreement, and discounting said total sum back to the effective 
date of termination. The "Reanainina Projected Connections" shall be calculated by subtracting 
the nunfiter of then-current Connections from the total number of projected Connections within 
the District, which shall be the greater of the actual number of platted lots within the District 
when the calculation is perfumed or the projected ultimata number of platted lots within the 
District based upon the most recent engineering report submitted by the District to the TCEQ. 
For purposes of this calculation, the Remaining Projected Connections shall be assumed to 

• become active Connections, in equal amounts, over the next five (5) year period, commencing on 
January 1 of the year following the year of termination. in other words, if 300 Remaining 
Projected Connections then exist, it shall be assumed that said Remaining Projected Connections 
will become active Connections for the purpose of calculating the Accelerated Payment 
hereuader at the rate of sixty (60) Connections per year, commencing on January 1 of the year 
following the year of tenninatinn. 

The total projected revenues remaining through the Term of this Agreement as calculated 
herein shall then be discounted back to the effeetive date of termination using bankers days and 
the yield of the U.S. Treasury Bill, Note or Bond that is commonly quoted by a nationally 
recognized publication or website and which is of a maturity that most closely matches the 
remaining number of years of the Term of this Agreement (the "Discount Rate"). The Discount 
Rate shall be established as of the first day of the month in which the Parties determine that the 
calculation of the Accelerated Payment must be performed. 

Since the District may be required to sell bonds to generate the funds required to pay the 
Accelerated Payment, the District shall have one (1) year from the effective date of the 
termination of this Agreement to make such payment to Aqua. Aqua shall be entitled to earn 
interest on the unpaid amount of the Accelerated. Payment front the effective date of the 
tennination of the Agreement to the date of full and final payment of the Accelerated Payment at 
the Discount Rate established above. 

The Payment to Aqua. of the Accelerated Payment pursuant to this Eection 18 shall 
constitute full and final payment of any and all amounts owed to Aqua by the District pursuant to 
this Agreement, and Aqua hereby agrees to execute any reasonable documentation requested by 
the District ba evidence sante, including a mutual termination of this Agreement or an 
appropriate release relative thereto. 
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Section 19. Remedies. This Agreement is not intended to specify (and shall not be 
considered as specifying) an exclusive remedy for any future default but all remedies, existing at 
law or in equity, including, without ihnitation, specific patformance and mandamus of Aqua's 
obligation pursuant to Section 4 hereinabove and, the District's obligations herein, may be availed 
of by either Party and shall be cumulative. 

Section 20. No Modification of Prior Invoices. Unless otherwise agreed by the 
Parties subsequent to the Effective Date hereot the Parties agree that there shalt be no 
modification of any prior invoices or amounts due from the District to Aqua far services 
rendered prior to the Effective Date of this Agreement. All outstanding invoices for services 
provided by Aqua to the District prior to the Effective Date of this Agreement shall be presented 
to the District by Aqua on or before January 14, 2016. 

Section 21. Agicedrugut. No alteration, modification, or amendment of this Agreement 
shall be made except in writing and signed by the District and Aqua Texas. 

Section 22. $uccessors and Aseigits. This Agreement shall be binding upon and shall 
inure to thc benefit of each of the Parties hereto and their respective successors and assigns. 
However, eaoh of the Parties shall be given thirty (30) days written notice of any assignmeM of 
this Agreement by any Party hereto. 

Section 23. Texas Law Venue. Agreem.ent shall be construed under and governed 
by the laws of the State of Texas and vemie shall be in a eourt or apprupriate jurisdiction in 
Montgomery Comity, Texas. 

$ection 24. CAptions. The section headings or paragraph captions herein arc used for 
convenience of reference only arid not intended to define, extend, or limit any provision of this 
Agreement. 

Section 25. Counteeparta Tido Agreement may be executed in any number of 
counterpres, and suoh countaparts may be transmitted by fitesimile or electronic mail, all of 
which counterparts when together shall constitute but one and the same instrument and shall be 
binding upon the Parties, notwithstanding that one Party or the other may not be a signatory to 
the same counteapart. 

Section 26. Severabilitv. If any provision of this Agreement shall be held invalid or 
unenforceable in any zespeet, such invalid or unenforceable provision shall be deemed severed 
heretkom and the balance of this Agreement shall remain in full force and effect and not be 
affected thereby. 

Section 27. Notice. Any notice or demand requited or pennitted to be given under the 
temis of this Agreement shall be given in writing by certified or registered mail and addressed to 
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the Party for whom intended at its then address of record and such notice shall be deemed to 
have been given when the notice is mailed. 

Notices required to be given to Aqua shall be addressed to: 

Aqua Texas, Inc. 
1106 Clayton Lane, Suite 400W 
Austin, Texas 78723 
Attention: Robert L. Laughman, President 

Notices required to be given to the District shall be addressed to: 

Board of Directors 
Montgomery County Municipal Utility Disttict No. 126 
c/o Schwartz, Page & Harding, L.L.P. 
1300 Post Oak Boulevard, Suite 1400 
Houston, Texas 77056 
Attention: Abraham Rubinsky 

Section 28. Waiver of Governmental Immtmity. The District and Aqua agree that this 
Agreement constitutes an agreement for providing goods and services to the District and is 
subject to the provisions of Subchapter I. of Chapter 271, Texas Local Government Code, as 
amended, and any sucoessor statute(s), as and if in effect. In accordance with Sections 271.152 
and 271.153 thereof, to the extent limited, however, by the provisions thereoff, the District hereby 
waives any constitutional, statutory or common law right to sovereign or govemtnental immunity 
from liability or suit and expressly consents to be sued and liable to the extent necessary for the 
Aqua to enforce this Agreement, but only as to Aqua and thia Agreement. 

IN WITNESS WHEREOF, Aqua Operations, Aqua Development, Aqua Texas and the 
District have each caused this Agreement to be executed by their duly authorized officers in 
multiple counterparts, each of which shall be deemed an original, as of the date specified below: 

ISIGNATURE PAM' FOLLOW] 
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AGREED TO and ACCEPTED this J It day of  nere4efe , 24 by: 

AQUA OPPRATIONS,,INC., 
&Delaware corporation, 

'Aqua Operations" 

THE STATE OF TEXAS 

COUNTY OF ' 6'1 6 

This Agreement was sanowledged before ine on this 3Jay of  nece  
MA by Robert L. Laughman, President of Aqua Operations, Inc., a Delaware corporation„ oci 
behalf of said corporation 

(SEAL) 



CALI.EGARI, JR. 
Notary Public. State of Texas 

My Commission Expires Notary 
may Is, aol 7 

Slate of 

AGREED TO and ACCEPTED this 3  flf.day of nege odor , by: 

AQUA DEVEGOPMENT, INC,, a 
Texas corporation 

"Aqua Development" 

i fr. n 
This instrument \vas acknowledged before me cm this day of lit tins beir  

2045., by Robert L Loughman, President of Aqua Development, Tim., a Texas corporation, on 
bebRlf of said corporation. 

TEE STATE OF TEXAS' 

COUNTY OP Altfilltakerl § 

(SEAL) 



AQUA TEXAS, INC., a 
Texas corporation 

!N.A. CALLIOMI, JR. 
alloy Public. State of Tans 
Ars Commission Expitss 

Moy 201/  

AGREED TO 'anti ACCEPTED this  315f:day  of 11 ecesipr , 2011 by: ' 

"Aqua Texas" 

TEE STATE OF TEXAS § 

COUNTY OF sktir 

This instrument was acknowledged before me on dna  Ji  day of & cep. r  , 
20A by Robert L. Lineman, President of Aqua Texas, hic., a Texas corpuration, on behalf of 
said corporation. 



AGREED TO and ACCEPTED this l'al4day of  bectoikce , 20.1.  by: 

MONTGOMERY COUNTY MUNICIPAL 
UTILITY DISTRICT NO. 126 

By:	  
Preside, B rd 

"District" 

THE STATE OF TEXAS § 

COUNTY OF HARRIS § 

This instrument was acknowledged 
by Gary Wee, President of the Board of 
District No, 126, a political subdivision 
subdivision. 

before me on this )*1-4  day of "Decep.wavr  
Directors of Montgomery County Municipal Utility 
of the State of Texas, on behslf of said political 

    

    

    

    

Notary Public and for 
the State of TEXAS 
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4. Conroe has imposed to Wend wster distribution and. sanitary sewer collection 
ilnas to the Districts boundsry and to provide the water supply and wastewater 
treattnent services to the Distdet thr reale to the Bane custom of do District. 

5. Developer piens to contract on behalf cf the District a water &WW1= 'Witco 
and re eanitary wastewater oboe= ant trosportation system (Innluding lt 
stations) and storm wster system (obileatively, the "Systeme) to serve customers 
of eta Distriet, and is desirous of obtaining saviors fbr the competat operation, 
InthiteCASICO, and mangement of the System. 

6. In. coneideration for AQUA DEVIMPliffiNT's assignment to Developer of its 
CC& tights relative to tbe CCN Property, and other gooð sad valuable 
consideration between the Parties as sot Oath herein; Developer. (=behalf of the 
Dietrio0 desires to enter into this Agreement with AQUA TEXAS to provide for 
tbs operation, maintenance and management of the System. 

7. AQUA TVXAS is desirous of providing operations, mitintenance, sad 
management services to the District 

B. Thweloper, at behalf of the District, sod AQUA aro desirous of entesing into s 
• definitive agreement prima to wbich AQUA DEVELAMIGINT shaft ralingairdi 

its right to provide Mal water and sewer servioes to the CCN Property ard 
AQUA TBXAS obeli operate, maintain and manage the Systan on behalf of the 
District. " 

NOW, TEFEEVORE, FOR AND IN COPiamouam OF TM mutual promisee, 
benefits, covenants and considerably herelnaftec set kelt, dm aufficiency and adequaoy of 
witich is hereby soknowledged, the Parties hereto agree as foilmvs: 

male= t GmatiAt tiTAXMOZWQ94` =ENT 

Developer end AQUA hereby tolcnowledge that, at the preset tiro, AQYA 
DEVEGOPMENT bee tbe =Wive right to proVide retail water and sewer services to the CCN 
Property that is proporred to be Joinder! within the Markt. Developer *knowledge/ that the 
proposed Distant allied not providi water supply and Vreste;*Arater treatment savioes to the CCN 
Property without AQUA DEVELOPMENT'', assignment to it of its CCNs relatives to sellI COT 
Property or the release of the CCN Property from the oatilloated area of said CCNs. Developer 
and AQUA hereby es:knowledge that the conaideretion provided to AQUA TEXAS puma% to 
this Agreanent *hall ran** constitute, in addition to paymot for operations, maintenance 
and manageorst services provided to the District tho purchase pine ihr the CCN rights relative 
to the CCM Property. 

1437194 -2 



=NUM =MK 
ixi oonaldeawdou for the compensation to be rid ID AQUA 'MIAS es mot Mr in Article 111 
hereunder and other good and valuable ooneidetation to AQUA TEXAS hereunder, AQUA 
TEXAS Anil provide the lb-flowing services to the District 

A. ADMINISTRATIVB SEM= 

1, Degegigitgo, AQUA TEXAS, doll administer 'the work activities, and 
operations of the System in a000rdenee with the items in tbia Agreement. 

2, Ewald. AQUA IltiCAS shell provide eampetest, trained ream& System 
aupervisors and/or operators alien be &eared or certified by this appropriate state 
governmental authority. Amounting, billing, and field personnel shell bo kilned 
to be professional Ind pendants indealing directly with theDistriofe =tom= 

3, Imaging, AQUA TEXAS shall provide adequate training for a31 employees to 
tenure it, personnel are quadified to prnvide all necessary services to the District 
benamder. Sixcifically, ail System supervisors and operators shall attend a state 
certified or approved water or wastewster training course at least once each year 
or otherwim motive a miniorum of 20 hours oftraioing each year, to the greatest 
extentpraoticable. 

4. Str:rt I.Tp. When first assuming operations management of tb,e System, AQUA 
1178XAS atilt 

a. Tinter irdo and maintain in AU amorists computer program all of the 
Distrioes customer and Rate • Oaks infbrnation neoessary to provide 
monthly billings to the District's mummers 

b.Inventory and maintain a listing of all of tbe Systarn equipment, inclading 
nuraufitotorer's model aukaerial numbers, motor flame numbers and other 
such date as required to provide immediate intimation fir the Schedried ' 
Maintenanoe Program and repair or replaooment of the *nem eqelpment. 

e. Assist the Maga in preparing taste Order and, upon request, analyse the 
Wining Rate Order snd budgpt fix adequiroy and oonsistenoy. 

d. Aaslatin the preparation of mammal operating budget for the District. 

s. Maumat.121ssialing, AQuA TEXAS shall utllizo aPPEcriato program 
find incorporates equipment maratiketurera recommendations and the System 
equipment inventory and. am additional directives from the Board of Direct= of 
the District and/or the District's engineer to generate maintenance schedules. The 
reigniting monthly schedule shall list the specific Sysim equipment to be serviced, 
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the detailed service procedure, speoifled o4 or grease to be used, if applioable, and 
a history of service, maintenance Ind replacements. 

6. aigestikdo AQUA 'rBXAS shall maintain 24 hour telephone sad dispatch 
ReVillo with quelifted personnel to respond to the Sysesm's ousts= problem, 
and equipmeutmalltmotions. - - - 

7. tiotlag*Teloplioae_Aliga. AQUA TBXAB shall monitor computer or 
auto:natio dialed teleidione alarm systems at any of the System Sallee WW1% ars 
installed and pmgrammed to call the AQUA TEXAS 24-hour telephone dispatch 
service. 

8. galplomEmdfloation. AQUA 7:SXAB' operating and insintenanoe empioyeee 
shalt be readily idectitiable to the Mario* customers by distinctive olothing. 
Service vehicles shalihave the AQUA TEXAS logo ',mobilo:* illoPlord. 

Q.QttbdtraLmitiLCsualtaa% AQUA TEXAS shall coordinate wiTh the 
Districts other consultanta, such a* attorneys, engineers, auditors, bookkeepers, 
tor assessors, and Anancial advison as necessary to maintain end:a operation 
ofthe Syetuu. 

10. lopubjeuagkerespondegge. AQUA TEXAS shall respond to routine inquiries 
or orarespondeace Born the District's direotors, madmen or oonsultonte in a 
prompt andprofbesiontl manner. 

11. Npialitcilag. AQUA =AV Project Manager or Field Coordinator shall 
attend all regularly scheduled meetings etre District's Board of Directors whioh 
have an a8enda. item relating to System operatinns. AQUA TEXAS' 
representative shall have direct knowledge of the Systanb ongoing operations ox 
ageada. items as appropriate. 

12. .atonerjklatjaag. AQUA TEXAS shall reader reaaonahle assistance in the 
promotion of good relations with tho District's oustorneca. 

13. pitted Puntig. All Brads collected by AQUA TEXAS on behalf of the /Idiot 
shall be deposited in the Distriot's Operating Fund or Account an a weeldy basic 
or as may otherwise be directed by tlxe District. All such fond. are public. Bolds 
and my be pledged to the payment of debts or other obligations of the District; 
therefore, AQUA TEXAS apace that all noir Auld. shall be deposited u 
provided above without WA oounterulatra, abatement, surpension, or 
diminution. In connection with the fbregoing, AQUA TEXAS shall maintain 
boodthroughout dza term of this Agreanetatin the miuhmun amount of $1,00,000, 

14, Dishialiggedg, AQUA TIMM shall melanin remade that AQUA TEXAS 
initiate or reoeivee on behalf of the District in compliance with the Tau Lou" 
Goverment Records Act, the rules of the Tau State Library sad Arohivea 
'Commission adopted thereunzier sad all records retention. schedules adopted by 
the Distriot thereunder, and any Applicable rules of the TCEQ. 
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B. BASIC slaw= 

ketemL,Ctagatog. AQUA TEXAS shall provide pertonnel, vehicles and hand 
tools necessary for the routine operation of the System. 

• littatedimilillimauclaalletia, AQUA TEXAS than Ica ito SAWA 
water meters wee each mon* VII dut automate in a000rderice with the Diahiete 
Rata Order and depoett the colleetiona hi the Districts Operating Account at least 
weakly. 

The District authorizes AQUA TEXAS to mate adjustments to water bilis for 
olecicel tams over or under regiatration of water meters, =meow meter 
readings, establishment of water usage during time when meter bus , been . 
inoperative, and otherannar eljurinerds, provided that any proposed ariinettnent 
in MIN of $100.00 thetas:It he approved by the Districts Board of biteletuts. 

3. fintegLitieRSdig, AQUA TWOS Anil monitor the System Wilda dilly, 
including weekends and holidaya ae required by state mulattoes. Sold System 
&Ades than include any unitary sower lift stations. AQUA TEXAS shall 
further monitor the points of connection of Comes &Witter to the Districts 
System and kali report immediately any problem related thereto to COMM!. 

AQUA TEXAS eo*loyees, whenever they are within the District bouridarlea, 
shall monitor die System in order to observe tbe condition of fire hydrants, leaka. 
defects, snd damage, end to be alert ibr missing System equiptnent 

• gaiiy_Msthigroog. AQUA =CAS shall posvide all necessary personnel and 
tools required fir unintarance tasb. 

• _Bigkagggiggs, AQUA TEXAS shall strop ihr an adequate inventory of 
chlorine and other bulk chranials required to operate the Syetem, as and if 
required. 

6. apendable Rana.  AQUA TIMAS aball replace 0080 haus upended in the 
day oration of the System Those Item inobide, but art tot IlMited tt, broom, 
mope, dip nets, Woes, 'hovels, trash caw, bases, nozzlee, padlocks, and other such 
items need at the System fealties. 

7. Operating Log. AQUA =KM shall maintain am operating log relative to the 
Dhdriells liyiteoz which way be inspected by the District at say time. The log 
shall include, but not be limited to, the Iblloarlm 

a. Notations regarding repaho or replace/nags performed. 

b. Notatione regard* communioationa with am District customer or 
landowner. 
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o. Such other modem within the scope of AQUA TEXAS' work which the 
Dishier may reatronablyrequest 

8. Mini* OlientlarY344Pott. AQUA =AS &ail render It monthly operations 
rePort, to theDistrict, which shall hrlude subitsadally the Ibliowing inexmation: 

n. Comespondenee to end from regulatory authorities, including Conroe, ita 
aPfacthite. 

b. Total munber of water and wastewater service connection& 

11. Records regarding equipment repairs and replicements. 

d. Abnormal thaw in condition of the System equipment, needed repairs 
end recommendations aa to then:pair of such equipment 

a Insurance claims filed on 'behalf of the Disidct. 

E Regular Wiling anil collection reports, -including pooh receipts, billing) and 
reoeivablea. 

g, Service mamma receivablee, including 30, 60, and 90t  day aged 
aceonnts, 

k. Dellaquact oiretonim report, inabðbx Intimation on termination of water 
serviee and protests or appeals made by customer& 

*Summary of taps installed, inspections pathanad and fees collected. 

J. Damage to the Spate= anti the possible woes thereof. In instances where 
the damage maybe attributable to a contrao* builder, utility oompany or 
other entity, AQUA TEXAS *hail (on behalf of the Dis(rict) backoharge 
the party responsible for soh damage, inoluding administrative oats 
thereot and include =hints:motion hi the monthly report. 

k. Intonational reports relating to oomplianoe Odin ofthe System. 

1. Statistics relating to overall System operations, ea approgiate. 

m. Summary anti detail* of montbly invokne to the District, separated into 
specific budget categories. 

n. Orations and. maintenance coat data to bookkeeper for nee in budget 
oomparisona. 

o. Information and reports as may be requked for audit of the Diatriotla 
service =omits, 

p. Inthrmation and reports asmay be) requked.by 
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q. Report on. water plant (e) and wastewater treatment. plant(#) which serve 
the District, to the extent remonably amiable. 

r. ' Other infortaatiou reasonably requested by theDietriet. 

Detaila of the above reports will be available to provide a olear sedit nlia of the 
System water Red rower swim treneartions. 

9. Apeulatory Rep*. AQUA TEXAS 'hall prepare and submit cur a timely brade 
all math. report* revival by regulatory authorities and authorized by the Diettiot 
to receive such reports and abali provide copy of all of aaid. reports to tbe 
Dot. 

C. lbisTALLAnabr AND mancrioN SERVICES 

1. aorta All meter' mai installation nucteciala shall meet American Wits. Works 
Asaociation standards end be in ocomilance with applicable Dian* Ccarcco 
Montgomery County, or state oodee A1tinnallation and inspection. free shall be 
collected front the District's =tomer" iii advice% hi secordanoe with the 
District's Rate Order, 

kt order to allow AQUA TEXAS to acourately mount ibr meter cervices 
installed, inapeotions rearmed and tsp fres paid for each anatomic of the 
District, AQUA =AS ahall maintein permanent moor& of meter services 
Metalled end tap fres paid. This shall include aplat or mep, as available, which 
SIAM the locetion of each meter inandled and =oh. COM inepeotion performed, 

2. Standen' Residentiel Taps. AU residential1 want( connactione of one,  inch (In) or 
len shall be inetelled by AQUA TEXAS for s. oost of $200,00, which chatl 
include all labor and materials, including the water meter and any related 
appertenanceg. 

3. Commerolal and lion-Ststulard Residentisl Tims. AU conuncteial oonnatlons, 
single-fitaily residential connections larger than one-ineh (1'), and other special 
conneetions dell be installed bY AQUA. TUAS for a coat equal to AQUA 
TEXAS' actual mita of cal labor sad materials, Whaling the water meter and any 
related appurtemmeer, Ivhich shill be provided in the form of a written quote 
approvedby the Diattiofs Board of Directors or its duly authorized representative 
prior to AQUA TEXAS malting said tap. 

4. faidluxinulawsiticat AWA TEXM ahall inapeot, at its sole coat and 
expect", and at no oest to the Matelot, eia sanitary sewer connection to the 
System to NSW complience with the District's specifications and procedures. hi 
the event that any additional inspectiono of the ewe saoltary sewer connection 
MS requiret to assure compliance with the Disttiors spesiEcations end 
procedutee, AQUA TEXAS dull pectibrin said inspection(1) and shall be 
conMetweted tbr nnannianne with the fee schednle set frulhin Thchibit 'W' 
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attached hereto, which may be amended ikon time to time woo the tnutual 
agreement of.AQUA TEXAS and the Dirtriot 

5. Costumer Smythe Inepeetiera. AQUA MAE thall pert= *II residential and 
commercial euatoreet service inupections on bell& of*. Distil* as rev:rested or 
as required by the Distrisfs Raba Order and/or appliceble regulations of COM" - • 
and shall be zerponsible for providing an appropriate customer ferdee inspection 
certiflostlan regretted thereunder or mount to other eppliceble nide law. AQUA 
TEXAS shall parten one (I) customer service inspection for each separate 
connection to the System*  at its solo cost sent expense and at no oost to the 
District, and shall be composted &meatier fbr any additional cnstomer service 
inspections required to be peritamed thr the awe customs at a loot= 
previously inspected in arroordanoe with Ebb fbe aoherthie get girth in Exhibit *Ar 
atteohed hereto 

6. Asekaralettodkalhadmixacstam AQUA 793XAS shall Parfotal aII 
baoldow promotion device inspections on bebalf of tbe Distriet se requested or as 
requited by the District's Rate Order anNor applicable regulations of Conroe, aeri 
shall bo responeible for providing any appropriate racetion required 
thereunder or puneraut to other applicable state law. AQUA TEXAS doll 
pettbun OM (1) inspecdon for eaoh backflow prewedon device installed within 
thee Dieldoe, at its sole cost and expense and st no oost to the District, and shall be 
compensated thereafter Ibr any additionsl inspectkma requirect of tho $10310 
beokflow prevention device for the 8111118 customer in socordance with the foe 
schedule sat forth hi Rabbit "A" saft,thwt hereto. 

7. Qthalcoasgais AQUA TEXAS shall pcstimn such other inspections as 
requested or authorized by the Distdot. Stroh inventions inolude, but no not 
limited to, the inspection of grew traps, sample welle, crose connectictut or row 
fitellities prior to acceptance of some by the District AQUA TEXAE may also 
participate kt site inspections with contractors prior to the start of building aotivity 
to assist in verifying the candid= of the System. AQUA TEXAS shall be 
omnpensated thr said services on I "per quote" bans approved by the r4stricra 
Board of Directors prior to the plenums of said work. 

D. MAINTENANCE, REPAIR. AND REPLACEMENT SERWCES 

kfalatamo, AQUA =CAS shall provide al personnel, tools and equipment 
necomary to perform mairionmoe on the System facilities and equipment as 
authorized by the District Maintenance ahall WM., but not be limited to the 
thIlowing; 

a. Maintenance or replacement of pumps, =tore, valves sad other 
equipment or &DPW, 

b. Calibration and servicing of instrumentation, control systems and other 
agalPtaaat 
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o. Other maintmenoe, as necemary, performed fa oaufommoce with 
equipment manufsitureen recommendations to maintain warrantlee sato 
extend the weal life of System equipment. 

2. Instr, AQuii. Tum esn puma au porsoonol ina •  „ 11.001111407 to „ 
ram repairs on Oyster* Bootlace, equipment, pleats, call - on and distribution 
systems se authorized by. the Distriat inetzding, but not limited to, aervioe line 
leaks, leaks at water meters water mak tar* Mar to valves and tiro 
hydnrolit, manhole repairs, and sync line rep* and electing, as needed. 

3. Mama* AQUA MKAS shall ate *reasonable degree of oare with expect 
to replacement of System equipment or &aides but stell not be reeponeible to 
tbe Oletrict for ray rearantees or warranties oOktred by others in °mention with 
spoh equipment or facilities. AQUA TEXAS agrees to make resemble efforts to 
obtain for sad assign ID the Diottiot the normal guns:tees or warranties 
associated with any replacement equipment. 

4.. kfitintamnioa. Rape and Regiseentent Caels, AQUA 1:13XAS shall be 
responsible tbr performing all =tine maintain)" repair soeVot toPloozoont 
maim described above, It addition to all otter servicos desoribed herein, for the 
campecaadoo set forth in Article DI hereunder; irovided, howevert thst the 
Dietziat shall pay AQUA ISIXAO for any costa related to a single maintatance, 
repair or replacement project peribuned heaeunder in mesa of $2,SEO, bond 
upon itemized detoured* aod/or invoices provided by AQUA TEXAS (and any 
Ace supporting domino/nation romonsbly requested by the District) eat 
sufficiently dmaribes anti rapport aszd oosts. The Thieriot shall be responalble ibr 
111 eons misted to any notHontine mainteeance, repair or replaosnent puled 
performed hereunder and ell damage*, olsims, Ones Ind position stab* from 
:slum by tile Distrlot, after reoeipt of written notice ft0331 AQUA TEXAS, to 
mulertake capital replies and/or replacements to the System in II timely fashion, 
Wading capita maks mrdlor replaaementa related to my design limitations of 
the *Seto, Ind to provide now tiom end intc the Systeni at Irate and 
obseciterintiCe.widdrx permit reptfrements and/or design limits. 

S. Bratagsmov Response. AQUA TEXAS shall maintain personnel end equipment 
for eraergamy reapers 24 bouts per dry, seven days pet week 365 drya Pot 
yew. Emergencies stall Inelude, but not ba limited to, water leaks, water line 
break., loae of water present., degradation of water quality, blooimge in the 
maga collection system, any response replanted by the District or its • 
representative or responst to insistent resident concern' artist necessity to 
rnsintain good Undo( miations. 

6. Metecials and Sqpgftes, Except as otbativive provided hereto, AQUA TEXAS 
stall be reizebursed the actual cost, without matitup, En all materials and supplier 
used to provide MillinieWLION repair or zaplicament services under ibis 
Agreement. 
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B. ADDITIONAL ORVICES 

1. kakaticartkaftory &vv.. AQUA TEXAS sh111 conduct, with the Diatricta pdor 
approval, sew line infikationtinfrow surveys emulating of caasite V111731 
inmotion of futlitios, smoke testing and -video monitoring (ry inspection) as 
appropdate. AQUA TEXAS will porton or partirdpoto in the rehabilitation of the 
sewer vatem to correct dethote dimmed by the infiltrationthdlow survey. 

2, ktadsto...ftfies AQUA TEXAS ken provide smite* to intintain the 
landaospe appearance ocunpatible with tke neighborhood at fro System fatilitiu 
with routine timing and lawnrowing requited by the Board, 

3. DIgnaggpylidcgt AQUA:MCA/I atoll prepare end mad delinquency notitu 
to District =town aud collect past due accounts in amordence with the 
Districts Rate Order stuipolior 

4. flerviae Amount Ikrarafeas. AQUA TligifAS shall transits water and sew 
mobs ftora the entreat MAO= te the new Materna and, when !squatted, 
lune shell be prorated to each mimes based on the number of days oath 
mato= teceived service during the bitting period in will* the transfor is 
requested. 

S. wet' Disawneotalmotmeats, AQUA TEXAS shall tennimte water Denim 
only in mordent. with the tarns of the Dialers Rate Order or policy, or when 
otherwise requested try the Districts Board of Directors. Within COM (1) ?Mk 
after earvice tannination and perloditally theroafter, AQUA TEXAS shill oho* 
the terminated melee to aura that matte has not been redone! by mauthodzed 
personnel, 

6. Meter itemovel,. AQUA TEXAS shall remove a mamma's water meter if service 
is restored by unauthorized personnel pdor to the customer paying the amount 
owed to the Distriot, or at the retried ofthe Dietricts Board ofDittotors. 

7. Exallydrsa. AQUA =CAS shall thotoughly inspect the System fire hydrants 
at keit once eaoh year, or tOCee frequently if requested by the Distriot. A. written 
report 'hall be submitted to the District's Board of Dicectors and deaignated fire 
departments u requested by the District 

8, ajognajad. jastig g. AQUA TEXAS &ball peribrin, or have peefonned, 
astopling, testing ordfor mires as required by regulatory Etheridge or 
necessary for process control. A mom afloat mutts shall be submitted to the 
District each month, 

9. SpgitStudigagaz AQUA TEXAS shall conduct studies or prepare special 
reports as may be reatoonsbly requestect by do District Th. Distriot stall 
compeosate AQUA 12XAS for ouch vvodc on the beds of a written propood 
outlining. the soope of the wort to beperfonned and the cost thereof, which aball 
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be agreed to by the District prior to the oommennement of any such worir by 
AQUA TEXAS. 

V. SUBCONTRACT SEEVICES 

1. AMA 'COXAS Aboxiktotore, AQUA TEXAS may suboonkaot Each swim 
hereunder at may, in AQUA TEXAS' *don, be desirable. These swims will 
be provided by iaubcontraattr retained by AQUA. TEXAS and psymeor of the 
costs amociated tinsmith shall be the sole responnibility of AQUA TEXAS. Such 
AQUA MAS tubcontractors shall be consideced, fix the purpose of tble 

se employ= of AQUA 'MICAS with AQUA TEXAS stairmag 
1hr arch mboonteactors' performsnoo. 

• 
2. Dlatriot 94bcctilractara. The Distiks reserves the right • to direcey =play 

for cern& mairdeoance work within the System. AQUA. MAs 
shalt r0oeLÇe no 8111)=1010n and inspection Sus =leas authorized by the Dittrict 
in IldVall001  and shall not bo responsible Warty way fbr service* performed by 
submarine= =played or paid directlyby the District. AQUA TEXAS shall not 
motive any cempemation fbr suboontradors employed directly by the District. 

— 
ARTICLE DA. COOKINSATEON 10-11.  Oriaumms, Amami/aim Atm  

Axoliciraner gawarto  
In coutiderstion for AQUA TEXAS performs:toe bf all servioes dumbed in Miele TJ 
above, mcoept as otherwite ipeoflcsfly tat An& therein, the District shell ply AQUA 
TEXAS $30.00 per Connection per mcath C'Esse Rate"). 'fhe teem ''Crtmection'', as 
toed to this Article 111. dzsll mem each agnate connection made to tho District% water 
distribution. ac& sonitary sewer collootion system (oollectively constituting ono (1) 
Connection) tont i completed residential or oommemisl Madura that is habitable and 
capable of receiving miter and asnllsxy mwer services, whether said service; are thta 
being utilized or not; provided, however, dud no maideatial or commercial Muttons shall 
be deemed to be a Vonneottoe for purposes of this motion =lest the Dishiot Ins 
collected the applicable nip feet end impaction Sus associated with Both Connection and. 
hst oommenoed Froviding said nob= to ma struotnre„ AQUA TEXAS shall 
tahmit datemeat or invoke to the District etch month reftooting the totat number of 
Conneotions withhr tho District as of tim lut day of the prior mouth, which shall save as 
the bads ibr calealating AQUA TBXAS' oatspetssition fix the swims provided to the 
Distriet under Article hereof for mid month. Said deems* or invoime Mall also 
include au itemized listing of my additional fbes or chttges duo to AQUA MICAS for 
services pmvidecl during the prior month, which me nrOunized by this Agreement or 
which have been otiwiwise approved by the District* Baird of Dkeotors Tho District 
dud pay such statement sudlor invoice withkr30 aye of mocks Of um The District 
attrces to pay interest M AQUA TEXAS at the maximum tate that may be oharged to a 
political subdividon zzndor Tau Government Cods 2251.025 not to exceed 10% per 
MOM for all amount, unpaid after 30 days. Inked shalt worm from the 314 day 
knowing receipt of stab:needs and/or invokes until the Me payment in fall it made. 
Items awaiting buitup data shslt be added from interest charges Father in the event 
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of a diaputo or disagreement between AQUA TEXAS and the Diddet concerning the 
legitimacy of anumata invoked to the Distriet by AQUA TEXAS hereunder, no intend 
oherges shell bagta te seem until the 31d  day Wowing the date of Stoat resolution of 
said disputa. 

Notwithstanding the immediately preceding paragrag, AQUA TEXAS sad tize Maiot 
agree that omimmooing oath* first do of the mouth next Mowing theEffeetive Date of 
this Agreement (aa defined in Article VI A. hecolatielow) and continuing until the first 
day of die month nest Mowing the month in which tho Diatriot Ad begins serving 33 
Connections, the District shall pay AQUA =AS WM per month as compeneation 
fax all nervier* provided. hereunder (the "Mirka Parnell*. The Interim Payment shall 
be made intim of any Base late dist would otherwise be payable pursuant to this Article 
EL Thereafter, the Esse Rate 'barged by AQUA TEXAS dr the lerincell deircalied hi 
Article 11 above shall remeht fixed at $30.00 per Connection per month and *all not be 
adjusteat far changes In the CPI (as hereinafter defined)for a period of three (3) yea& 
Commeneing on January 1 of tbro year following tbo expiration of such three C3) year 
period, and oondnuing ammelly on each January 1 thioughout the teem of this 
Agreement, upon thhty (30) days' prior vat= notice to the Maxim, which notice shall 
inolude evident= of arch Yonne or decade in the CPI (re defined below) far fte 
relevant period, the Bye Rate AN the =vices dumbed in Article 11 above abed be 
adjusted by the mine pereentsge as the Consumer Pdoe leder for All. thban Consumers 
(publiahed by die United Stites Bureau of Labor Statistics, Consumer Price Index, U.S. 
City Average, All Dihan Consumer; Base Period 198244 100) (ttto "CPIs) shag have 
brimmed or dammed dining the prosedbig twelve (12) months. The increase or 
&preen in the CPI shall be determined by calailating the percentage increase or 
decrease of such index dadog the prior twelve (12) month paiod, by determining ties 
pwcentsge &fiance between (a) the average CPI for the most meant twelve (12) 
months Air which deft is available (the %bet Recent Yen% gad (b) the average CTI for 
the twelve (12) niontb.pedod immediately price to tha Moat Recent Year. In the event the 
V. Department of lobar, Bureau of Labor Statistic= canes to publish the CPI, ties 
parties hereto agree to substitute another equally authoritative measure of change hi the 
purchasing power of the U.S, dollar ag may be then available so all to caw out the Went 
ofthis pmvidon. 

ART'fCIE gamey]; AM 110.081KMICATION 

A. INSURANCE 

Immediately following the ortecution of tbia Agreement and periodically thereafter upon 
the request of the District. AQUA TEXAS abell famish to the District Cectificates of 
Liability Ineurance evidaneing the fillowingrolohnum *canoe coverage: 

00 I. Comprebenaive General Liability $10000 

,000 Bodily Injury and Pioperty Damage $1,000 

2. Compreheasive Automobile Xikbility $1,000,000 
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Bodny Way andllroporlyThinlags $1,000000 

3, Worker's Compensation and Statutory 
Employees Lability $4000,000 

Broom Lability 4, $1,000,000 

S. Pollution Coverage $ 4000,000 

no District shall bo named m art additional lamed en the abovo policies with tho 
exception of No. 3 above The Disklot shall be notified of any niatorial change in said 
oovezages'ot cancellations of polinka ddrty (30) days prior to tiro cease data of said 
emit. AQUA =AS apnea that Incabove insurance policies *ill bo maintained in 
throe at all times thronging the tam oi the Agteetnent Failure to maintaia the above 
apeeified banana polioios throughout the term of this Agreement nay result in 
termination of this Agreement by the Dierict. 

B. DIDEMNIMATIDN 
• 

The blatdok to the extern permitted bylaw, MI AQUA TEXAS each awe to indemnify 
and save mob othrx harmlass from the other's negligence or intentional oondnct arising or 
dew nodes this Agreement and resulting in luam to modor or motives propetty. The 
int•stmity' agenda to ati oats arsi expenses bound, Wading remonablo attomoYe 
thos, to defied against, mate or pay the claim manted by mother. In dot moot a eistre is 
made by mother Naha *hes the District or AQUA TEXAS, notice shall immediately 
bo given of the claim (unless the °limberly:kir actual notice), in order that the otheemay 
determine - its indemnity thrty Imist pahnned and in order to illow tho 
¡Monitor to indenwitylt is understood and 'greed that since thet District is 
immune firma beyond oertairt limits under the Tons Tart Claims Aot, tho 
=tool indeennitioa given by eaoh only extend and ere limited by theft* of liability of 

1116 District nate calm NotwithettathVonything to the =dray set Sulk herein, 
AQUA TEXAS shall not be liable for say claims Matins tO envireerneetsl dssesliesi 
including say foes or ragas imposed by any mastery authority, if not the MO of 
or stains front directly or thdirectly, the salad of AQUA .rniss, lta dawn, • 
omployees, repreeentstives.or agents, inohnling suboontractore, hereunder: 

The Disirint shall be reeponathlo for sll damages, Aim, Awe saponifies ageing fiom 
failure by the District, after receipt of written nabs firm AQUA TM.% to undatake 
ospital repoka sivi replacements to Oa System in a thaely Mahlon. AQUA TEXAS shall 
not bp liable to the District, tho Devi:dope:a or the Distriot's oustomets ßzr taw diminution 
or intenuption of servioe within the System not the result of AQUA revoa gross 
nog/igen" or for soy delay which mob Atom oases beyond AQUA TEXAS's 
reisonable aeofxol. Under rge ohanaebrams, shall AQUA =CM bo responsible for 
special, salve, inaidatal or ocanegential thinner. AQUA TEXAS will not be 
responsible 1hr conditions or allures that arise due to the limitations and coofiggration of 

143'1194 - 13 - 



the System, Weis AQUA TEXAS wu awam or, in the enrols* of ordinary oar; should 
km been aware of the eaktenee of mid coaltions or Milne. 

To the Went peonilted by law and subject to the limitationa of the Texas Tort Claims 
Ask the Distriot mem to indemnity and we AQUA TEXAS harmless Born and whist 
ay end all claims, datum Jou or Osbility for or on ecoount of my infray or damages 
(tholuding death) to my peoon or property, reaulthig from thllowing the 'written 
instructions or policies of the Distriot, torn toy iandequsciee or failures of the System 
unless thte 03 the negligent)* or wlllšal misconduct of AQUA TEXAS, at by reason of 
any willfttl act or negligent* on the part of the Diablo* agents, employees or 
athcontractora. 

• 
In the event that any of the thregoing indemnitieation ponviaiona Ida be inapplicable or 
held unenforomble, AQUA TEXAS and the Diatdot obeli eaoh oontribute any 
judgment against any party for wbiah indemnity would otherwise be due from it 
hereunder, according to the percentage of Auk" retleoted in a Out non-appealable 
judgment with respect to such indemnifyhrg party, in acconlanoe with the laws of the 
State of Texas. 

011= 11, 
A. RESPONSIBUITIBS 

1. ACI.U,AThnaimpintAilift AQUA TEXAS shall euroias a reasonable 
degree of care and diligence in the operation and nutintenanoe of the System in 
conformanoe with ail applicable laws, ruler and regulations, including speoifically 
tire Wes and regulatory requirements of the TCEQ. However, AQUA. 1BXAS is 
not responsible for the fsilure of the System to meet looal, *tate or Meal 
wastewater freehand or disposal atatiderds, the adequacy, quality or quantity of 
the wider supply provided by the System or fin am direct or indirect lose, injury 
Or &mar resulting from the diminution or interruption of iervice within the 
System, unless due to AQUA TIMM' negligence or willful conduct 

2. AQUA mrsbirgarr Rovonalltdati.  AQUA DVIBLOPMENT shell (i) 
not contest the Developet's (or ks successors or assigns) petitions to Conroe or to 
the TCBQ hr.  the creation of the DiStricr within a portion of the certificated ares 
of its CCNa; (11) ressonshiy moist lite Developer (or its moceettors or essians) 
with the creation af the District, to the Wert =unary due to the loostion of a 
portion of the District within the oedificsted arm of its CCNs ; and (ill) take aay 
and all action restroubbr respired, at its sole coot and expense MA at no coat to 
Developer or the Distdoc to either celeste the CCN Property from the certificated 
area of its CCM' or, at the option of the Developer, to assign all rights, title and 
interests, in and to Ste Cala reistive to the COI Poverty to the Developer (or its 
summon or amigos) 0 aoon as possible Mowing the Effective Date of this 
Agreement as defined in Article VI. below. 
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3. Dilizi01212880021Lits 'rbo District npresente that the System ia in good 
working order, door not contain my known. &festive equipment or Suedes, it 
suitable and adequate for the needs ofits Mutomea and that all dila &alibis's nes 
or shall be, built in mocelmee with local, state and Meal regulations. The 
District kali provideg 

a. AII utilities, plant Bulb* improvemeots and. moat:141one necessary to 
operate the System in a manner required to wet epplicable regulationt; 
and 

b. A oothplete set of "As Built" drawings of the System and any 
improvements thereto, water and wastewater tap standout., rate schedules 
and any other inthrtnation neoemaryfor the admirdstration of the System. 

B. MATIONS:HIP OP MB DISTRICT AND AQUA TEXAS 

AQUA TEXAS shall sem in the capacity of an independent contractor fbr the District 
daring the period of this Agteement. Neither AQUA =as, nor my of its employeea, 
*presentative. or agents, aro or *title ceeeidered employees, ropcsoutatives or irate 
ofthe District in any respect or fur any purpose. 

C. MONETARY Aumarrir 
If st any time a condition exists or arises which, in the opinion of AQUA TaxAs, 
requires repaks or replacements le de System and the estimeted cost thereof exceeds the 
sum of $2,500, AQUA TEXAS eh& obtain do) =fad of a member of the Bosrd of 
Directors of the Distriet or ita designe,q1 reptmentative prior to making etch repair or 
repthoement. Notwithstanding the tbregoin& however, fiat arw time a condition exist; or 
arises which, in the opinion. of AQUA MAO, is of an emergency nature and requires 
the immediate repair or replaeement of equipment regerdlem of the amount AQUA 
TEXAS, after reasonable attempt: to obtain. =gee: gull Mooed with at1011,  rePlar or 
replacement without the mashy at obtateing the oozed of the Board of Directors of 
tho District .The White to obtain such ocemeat prior to the making of such emeageney. . 
repair qr replacement alm11 not affect the obligation of the District to compensate AQUA 
TEXAS ihr any wort performed. 

D. FOXE MAJEURE 

In the event Eat AQUA TEXAS or the Diatriet is rendered update, *holly or in part, by 
force male= to carty out its obligations under this Agreement it is agreed that each. 
Party shall give notice of etch tercet:n*0nm to the other Party as soon as pondble 
atter the of the cause relied on and 'bait thoreibre* boo rollovod of its 
oblifprtiona, $o they are aftboted by suoh throe umlaute, during the continuance of 
any inabilitiea so but fix no longer. In. the event that the peziod of suspension 
shall extend than ore hundred aavl elegy (180) days, either Party shall have the 
right to terminate this Agreement pursued to the provisions of Arita* VLE.2. hereunder. 
In such event, the District &all pay AQUA TEXAS compensation pursuant to thli 
Agreement up to the date of tertninstion. The tem %roe *erne," as employed herein, 
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shall mean sots of Ood, stays, lookouts, or other industrial dletrahanoos, acts of the 
public many, onion *fury kind of tho government ofihe United States or attire Ante or 
say obi/ or militimy authority, hartatietions, dots, epidemics, landslide', ligIttain& 
eauthqoalres, fires, hurricane*, storms, floods, washouts, disterbettoes. eogslostunsi Partisl 
ce entire fere ofatilidea, shortages of labor, material, aappliee or tranzportation, or any 
other similar oc diatomt woe not reasonehly within the control of tbe Party claiming 
moll inability. 

NON-COMEYENSABLE alms 
Tho computation to be paid to AQUA TEXAS Wein is exalts:rive of ray tax, 
lliaose73X1111, regulatory apes° or other oharde wait* zey  bo bupolted Von AQUA' 
1sXAS by any goveramentslauthority as *milt of preforming its oWldetions Putmuoit 
to this Agreament. n the. irvent AQUA TEXAS is required by .applioshle lsw or 
regulation to pay or colloot avy such tax, esseesment or regulatory avenge or other 
obargo on amount of this Agtvement or ite peelbrmenee hetamder, then the amount 
thereof shall be reihnburaed to AQUA TEXAS by the District (in addition to the 
compensation provided baido). likrivavar, AQUA TEXAS shall% responathie at its own 
expense for all corporate income and franchise taxes airing out of ha opetallons. AQUA 
1EXAS shah indemnily.  and hold the 'Matta hannleas from any limbillty Ibr say Mt all 
such taxea or oontributions or intrzest or penaidet ibr failure to pay saran 

F. AMENDIENT 

siteatioa, modification or inneudrociat of this Asreement shill be made ertairt in 
visiting awl signed by tbo Distriot and AQUA_ TEXAS. 

O. NOTICE 

Whenever the yhtiOne of thir Agtnement require notioci to be givest, such notices shall 
be given in by certified or rogisteced rushaddressed to dm Platy for whom 
intended at its thar address of reoord and such ratios) shsllbo deemed to have been given 
when the notice J/I mailed. 

Mtices required to be given to AQUA TEXAS shallbo addressed to: 

A.qua lax 
1106 Clayton Lane, Suito 400V7 
Austin TX 78723 
Attention: Robert 1. Laughmen, President 

Notices required to be gin* to AQUA DEVELOPMENT shall be addreesed tot 

Aqua Development, Imo. 
1106 Clayton Lane, Suite 400W 
Anstina, TX 78723 
Attartion: Robed L Liniqhman, President 
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Notioes respired ID be given to Hendricks shall be addremed to: 

Davidfi. Hendricks 
14405 %Item Road, Saito 800 
Houaton, TX 77014 

Notices required to be sivelet to !WC shall be addressed to: 

Houaton Intemontinental Ilude Center 
oio REVISTA, tnc 
14405 Walters Smite 800 
Houston, 77014 
Matti= Moline] P. Barg, President 

Notices required to be given to the Distiet abaft bo adcheaed tO: 

Board ofDireators 
Montgomery County )&mioird U DistrictNo. 126 
c/o Schwartz, Pago & Haan& 
1300 Pout Oak Boulevard, 8u1to 1400 

• Houston, Texas 77056 
Attention: Abrabarn ItubirsaY 

H. ASSIGNMENT TO DISTRICr 

Pollowing tbz uclonaftd confirmedon of the District by an election held within the 
boundaries of tho District, this Agreement aball be assigned by Developer, or Its legal 
011000.101 or amigo, to dte Disk* whir& assignment shall automatically be deemed to 
have been approved by AQUA TEXAS without futtber Ration on ita part. 

IWCAS IAW VRNUE 

This Agreement shall be construed under and governed by the lam of the State of Texas 
and venue shall be in a court.  of IPPLDPIUtequrisdietion in Monte:emery County, Teams. 

I. CAPTIONS 

The section heading; or paragraph captions herein are used for conveeience of reference 
only andnot intended to dab; ogand or Emit any Ptovitlon of this Agroemeat--

 

e./a1C111 VI. =IMAM TIZSAIIPIPIONt ACMBRATID PAYIKIVT 

A. TIIRM 

TbD initial tam of this Agreement shall be Par a period of twenty-five (25) yeas 
beginning upon the ''fifibotive Date defined below (the "Initial 'Dan). The taxa of tbia 
Agreement than be automatipaily coaaved finra year to year after the Initial Term, unle88 
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I. 

tennicated io the nun= sot for% inE. 3 below. The *Motive Date' of this Agreement 
shall be deemed to bo the earlier of() the date on which the Distrkt's Board oft:great= 
swept* tIV assignmaot of tide Agteement from Developer pursuant to Article VIC 
Ave, or gi) the date on which tb.e that tap is made into the DIsOlott Orden. The 
Perties ogee that they shall provide tonal written notiflostion to each other of the 
mantra= of either of =Oh events, which written nottioadon atoll serve to formally 
establish the Bffeetim Date off* Amerind 

TERMMTATiON 

DEtintalitislituaittkiggesst Doling the Initial 'Term of this Agreement, 
the Distdot nory teminale the Agreement wilhout canoe  by giving written notice 
of termination to AQUA TEXAS by codified or reglatered rnulJ,reznz receipt 
requested, ex by fliz with p000f of moats liyAQUA TEXAS, at least ninety (SO) 
elms prior to termination, subject to the DIstdotts payment to AQUA =US of 
tlze "Aooelerated Payment* devoribed in C. below. 

2. and= Isle Tenn Witt Qom,  During the IOWA TOM of WS Agreement, if** 
District deteanines that AQUA TEXAS has committed *rnatecial breach of this 
Agreement, the Distriot may provide written notice of ;mid breech ("1oth* of 
Broach') to AQUA TEXAS by certified or registered mail, return receipt 
requested, or by fix with proof of receipt, setting forth a reagonable description ot 
the purported =WA breach. AQUA TEXAS shall pommel:lee midi* sinik 
purported material breech within fifteen (15) calendar days atter receipt of such 
ist*doe of Breach god shall diligerdly plum,  and oomplete stlah Mit* without 
unreasonable caseation of activities within sixty (60) days from the date of said 
Notice. Er 1134) avast that AQUA TEXAS fails to care dm purported. materiel 
breaola within each sixty (60) day period, the District shall have the right to 
&Watt AQUA TEXAS in Mink of this Agreement and to proceed svlilz tho 
terminetion of same molded, however, if the breechis not reasonably susctistible 
to core,by AQUA =AS within soh sixty (60) day period, the Distdot agrees 
that it will not declare AQUA TEXAS in delimit of tbis Agreement and will not 
proceed with tho termination of thk Agreement so long as AQU.A TEMAS has 
diligently pursued such our* within the ibregoinit sixty (60) &Ye end di0Votly 
complete§ the work without orneasonable oessadon, within a aemionable time 
themetter. That= authorized by this Agreement to ouzo the breech ie the "Core 
Period." rio Dlatiot shall provide written notice to AQUA TEXAS immediately 
upon aoceptenee of tbo ouzo cif any such breaoh. Convemely, in the met lbet 
AQUA TEXAS Ails to owe a rosterisl breach of this Agreement within the Core 
Period provided tbz herein, the Distrito shall ham the eght to declare AQUA 
TEXAS in default of this Agreement Lod to mooed with the tormluatioo of this 
Agreement, in Weil math° District dud not bet required to nuke the Aceelerated 
Payment to AQUA TEXAS m described ittC. below. 

As supplemental and addttionat mane of attribution of this Agreement &dog 
the Tnitlei Term, the warms* of any of the tbllowbrg events shall cause AQUA 
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TEXAS to be deemed a "habitual violaUxt", in which event the District shall be 
authadzed to proceed with the tonnination of thia Agreement sa provided below: 

(s) Pr= Iannaty 1 to December 31 of any year, AQUA =CAS has 
received bur (4) separate Notice" crf Brea& from the Diatdet purtruant to 
the il3uand1ately preceding paragraph that have not been cured al provided 
above or legitimately proteeted es determined by an arbitzator pursuant to 
this Artie* or 

(b) From January 1 to Dumber 31 of any year, AQUA TEXAS has 
meeived bur (4) aeparate notice' of violation from the TCSQ or its 
moussor relative * its operations, maintenanoe or management activities 
within tho Didriot or 

(c) AQUA '11IXA8 files (Or proteetion andier requests Its dissolution 
ander the Thee& State" Bankruptcy laws; or, a final non-wealable order 
leaned by a 'United States Bankruptoy Coat appointing a tOcaiNfOr is 
entered against AQUA. TEXAS; or AQUA TEXAS bils to maintain 
thmughout the term of this Agreement any necessary Souses, 
cortilleations or other credentials legally required nada epplioablo Oats 
law to provide Appropriate operation', maintenance or management 
nevi** to the District relative to the District's System. 

Ult, event that AQUA TEXAS la deemed to be a "habitual violator" es defined 
above, the Mania shall thereupon blue AQUA TEXAS a &al warning oiling the 
ofrolunstanoes therefore, and any ;tingle Ineaoh of thit Agreement by AQUA 
TEXAS of whatever nature, including receipt of an. additionel notice of violation 
from the TCEQ, stbsequent to the occurrence of the last of said cumulative 
breathes or notioesrefereneed above, shall conatitute default by AQUA TEXAS 
of Ibis Agreement sad be grounds for inmate termination of the Agreement by 
the District, in which event the District shall not be required to make the 
Accelerated Payment to AQUA TEXAS u described in C. below. 

blotwithatanding anything to tho contrary set forth herein, in the event that the 
District declares AQUA TEXAS to be fn default of this Agreement during the 
Initial Tenn and issue a notioe of temiostion of the Agreement to AQUA 
'IXXAS, cod AQUA TEXAS contests said mew of tanninatiott in. writing in 
accordattee with the Rake provision; of this Agreetout the District sod AQUA 
TEXAS agree to meet, within thirty (30) daya of receipt by AQUA TEXAS of 
said notice of termination, to negotiate in good hitt and ettempt to resolve any 
conflicts. In the event that that tho District sad AQUA TEXAS are not able to 
weave snob. conflict to their annual satiaction, the District end AQUA TBXAS 
agree bat AQUA TEXAS' sole and aolusive remedy shall be to minnit the 
oontroversy to arbitration proceedings as described in Article VICbelow. 

Following tho oonclusion of any arbitration proceeding; initiate& =der Artiolc 
VII of this Agreement if the Dist:iota position it upheld, the Distriot shall have 
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the choir* to either (1) require AQUA TEXAS to cure any ontidending balsam in 
accordance with the decision of to orbit/Won panel aUtt to maintain tide 
Agreement in fore. md *Mot, inwhieb. cam AQUA TE)I.AS stall be responaible 
tbr paying all reaeonabIe end veable wets incurred by the DISTRICT in 
oonnection with odd obitatlan. proceedings, or (h) teeminate this Agreement 
thirty (SO) days Mowing the WilainiOn of mob meeeedin8a, ar audt other date 
as log be agreed to by fbn Pardee or as *pacified in the proocedings, in which 
event the Diatrict dull not be tequinsd to prky AQUA TEXA.S the Acoelerated 
Payment desodbed in C. below. 

Conversely, if*, Districts poaition is not uPhohl, AQUA =CAS shall lave the 
Moles to our maintain this Agreement in three rod effeot thr dee remainder 
of iht, Initial Teem, in which owe the District shell be responsible for paying all 
reasonable end -verifiable aorta Metered by AQUA =CAS in connection with 
said arbitrution proceedings, or ceased to the tenninetion of Ida Agreement 
by the Distdot and requite that the District pay AQUA TEXAS the Aooelerated 
Payment desoribed in C. below, as and in die same manna as would be required 
if the Agreement was tenni:teed without mom as deserted in B. 1. above. After 
the aspiration of the Initial Term, the Amelerated Payment provisions in C. below 
shall no longer apply or be of my three or Atha. 

3. lifter the Mfg_ Tenn. After the apiration of thrs Initial Term, either Party may 
terminate this Agreement sd any the and teeny reason, with or without cause, 
by giving written notice of termination by certified or registered mail, retain 
roads requested, or by fax with proof ofmeeipt to the other Party, at Ieest sixty 
(60) daya prior to the effective date of termination, 

C. ACCELERATED PAYMENT 

In the event tat the Markt elects to terminate this Agreement daring the Initial Tem (i) 
without cause, or (ii) with ranee, tast duos not obtain II favoreblo ruling to support =oh 
tenth:tad= iu erbittation proocedings initiated by AQUA =as pursuant tv tias 
provisions of Article VI hereroder, the Diatriot Mall be required to pay AQUA =AO 
tise "Accelorsted Payment" deearibed herein. Tim giumalerated Payment" is intended to 
compensate AQUA TEXAS thr the remaining value of the CM rights assigued to 
Developec relative to the Cl11 Property to be irtoludad within the District, snil equates to 
AQUA TEXAS' projeoted stream of net revenuee remelaing through the Initial 'Non of 
this Agreement, as described herein, detonated beck to the offiective date of said. 
tennization. The "Aocelended Payment" may bo paid by the District from any lovitaly 
available Soda of the MAN. 

The Acoelerated Payment shall be caloulated by ronitipk/hrg the number of then-current 
Connect:me the District, plus the lumber ofRemaining Projected Coronations (as 
defined herein), b 50% of the then-current Base Rate stipulated node( Article 111 above, 
and then. mull* odd figure by the mother of monde remaining under the Initial 
'rain of this and discounting mid total son book to the effective date of 
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termination The "Remeining Projeoted Coonections" oh& be calculated by subtreedng 
the number of thenoncent Counootions ftom the total millibar of projeoted Connections 
within the Distriot, which shell be the greater of die mind number *41AM lets within 
the District when the otdoulation is patented or the projeoted ultimate number of platted 
tote within the District bailed upon the mod moot engineering report submitted by ihe 
Dietdot to the TCEQ. Por plzrpoaca of this calculation. the Remelning Projected • 
Connections shell be assumed to boom active Commotions, in equal amounts, over the 
not five (5) year period, commencing on January 1. of the year following the year of 
tennination. In other words, if 300 Remaining Projected Cennectione then mdst, it shall 
be assumed that mid Remain* Projected Connections will become active Commotions 
fin the prepoo of adoulating• the Aceelorated Payment hematite d the rate of sixty (60) . 
Connections per yesr, commencing on Tammy J. of the year Wowing the year of 
tecreinetion. 

: • 
The total rojeoted netrevatutee reroining Omagh the Initial Tani of this Agreement as 
calculated herein shall then be dintounted tag to the effective dete of temination using 
bankma days and the yield of the U.S. 'Dowry Bill, Note or Bend that la commonly 
quoted by a otiosity recognized publication or webeite and whielt is of a maturity that 
most cloudy matches the manning number of years of the Initial Term of this 
Agreement (the "Dneount man, The Discount Rate shall ho eetelgitbm as of tho first 
day of the month in which the Pardee detumine Out the calculation. of tbe Accelerated 
Payment mot be perforated. 

Since the Diatdot may be required to oil hands to generate the bads required te pay the 
Accelerated Payment, the District shall have one (1.) year dorm the effective dete of the 
teanination of thie Agreement to make such payment to AQUA TEXAS. AQUA 
133XAS shall be entitled. to am Intend on the unpaid amount of the Aorrelerated 
?apnea from the *Motive date of the ternahurtion of the Agreement to the Me of fufl 
and final permed of the Accelerated Payment at the Discount Rate established above. 

The Payment to AQUA TEXAS of the Aceetereted Payment, plus any other 
compenotion duo to A.QUA TEXAS present to this Agreement up to the effective date • 
of termination, shall conatitute fuli and final payment of any atul all amount& owed to 
AQUA TBXAS by the District pursort to tide Agreement, and AQUA. 'TBXAS hereby • ' 
agreer to ereente any reasonable documentation requested by the Didrick to eVIdebbe 
same, lueluding a =Mal termination of dria Agreement or act appropriate release relative 
thereto. 

=Qua MUTE RESOLUTWN. RENTUSTOS 

A. ARBITRATION 

The Pettiest hereby agree,  that sm controversy, dispute or (tetra ansimg out of or releting 
solely to the termination of (ine Agreement putout tb .Artiole VI above shall be aettled 
by arbitration in :mordent* with the Colbacusiil Rola of Arbitration of the Amnion 
Arbitration Aneciatiom provided, however, feat three C3) abitratent Shall be Welted by 
the Parties, one (1) by earth Party within. five (5) days of subosiselon by either Party of a 
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controversy for arbitration, who dell, iu tom, within five (5) daye of their appointment 
select thied arbitrator. Failure of either Petty or both Puttee to timely 80104 the required 
arbitrttors shall result in their appointment without refection &Ira /lintel, lxc eroordoce 
with the Commercial Rules of Arbitration of the Amecloan Arbitration Assoolation. 
Moo of the two athittators to timely select a third atbitrator shell be orsobred by 
seleotion from * panel of arbitrators in acoordance with the Campania Rules of 
Arbitration of the Ammloan Attritration Assoolatiou, with the Party instituting arbitration 
ottiking gra froiatbø pannl. The arbitrators to whorl any controverly which is subject to 
arbitration under the team +Adis Amazed shell be submitted, in accordance with the 
provision' hate4 shall havejoriadiotion and authority to determine thorelevent litas and 
b interpret and apply the applicablo provisions of thia Agreement hi perardanoe with the 
laws of the Mato of Term. Such applicetion or inteepretation of tho pro-aglow of this 
Agreement must oonferm to the apirit and letter of this Agreement No arbittutan alma 
have the juriadiotion or authority to add to, talou flan, milify or modify any of tha tams 
of this Agreement either direolly or indirect', soder lbo goise of itterProtstion. The 
arbitrators thrill be bound hy the terldeare submitted to them in the hearing and may pm 

beyood the terms of this Aareement io maiming their derision. It is Sathet 
understood and agreed Chet thb power of the arbitrators shell be Saab, United to 
determining tire rotevant theta and the meaning and briapretation of the explicit berm of 
this Agreement, tie rolato only to the teeminationprovislow, au herein exprealy get forth, 
and tha no 'chit:tom that hoe the power to buo any decision on sny alleged praoticee 
or oral understandings not incorporated herein- This provision tbr atbitration is made 
pursuant to and in accordant* with Cbspter 171, ibtea CtVii Praotioe sod &mediae 
Corlekow amelidact, Rad sabjeotio the limitations dosaibedin B. below, any decision shall 
be sadeot to judioial revierworr therein provided. Within their *war ea herein ihoited 
and upon the oonourranoe of any two (2) of the three (3) arbitrators, the arbitrators may 
enter a clooleion hated upon st;49 remedy availablo to the) parties pursuant to this 
Agreement. All arbitration proceedings hereunder, and all judicial proceeding( to educe 
my of the provisions hereot shall take place in Montgomery County, Tens, nano 
otheewise mutually awed try tbo Pardee, Any apnoea incurred by either Party la 
contectioa with wry Inch etthitraicuprooeedinge shall be adjudgeal equitably among the 
Parties by the deasion of the athitanex The arbitratoa may, within their dieeretion, 
enter a deoision or award requiring the provision of depotits or security by t h er Puty 
order to insole continued coMplianoe with the tonna ofthis :Ague:anent 

R. MUM OP DECISION; APPRAL 

A decilion mada by tho arbitrators chill be final, conclusive and binding ort the Part* 
eroopt that judicial re/view mey be sought bp any Party based solely on any olaim by a 
Party that the dacision or award of the arbitrators eatoceds their power and suthaity 
botein, provides lin a. remedy not avalsblo to the Pieties trader the tonna of this 
Agreeineut or requires a Patty to take any action not authorized or parmitiedby the Act 
or other law. 
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i 
Pxoept with marl to tbo terathistion provision' of Ibis Agreement which kali bo 
refermd to arbitration in the event of a dispute as pmvided above, it is not intended 
hereby to specify (and this Agreement Wall not be aonsidarod as specifying) an altehave 
remedy for any default but id media, misting at law or in equity, inoinding specific 
paribrmenoo and madman, may be availed ofby eitherPartysnci sun b o cumulative, 

' (S1GNA2VRN COMMENCe ON FOLLOWING NAV 
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AQUA OPMATIONS, WC., a Delano 
maporation, doing Winos ea AQUA 113XAS, 

AQUADEVELOPMENT, DM, a 
Team caporation 
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S =DIRE OF FOS 

The followittg *es or Phases AO be paid to AQUA TEXAS fin services! provided to 
the Distriot in aocordance with the tem of Ws Agreement 

Ranitary gewo Inspeotion. $ sox* each 

Customer Service Inspections ! 

Residential $ 5O.OD each 

Commarui4 

Per written quote based 
-upon size and name of 
construction and extent of 
services required 

 

I 
i 

Beddow Prevention Devkleinspections $ 9100 each 

*The *es or chaps set Rath on tiff Roil* "A" may be Evade from time to time 
throughout the term ends Agreementt  upon. the =tad mitten eorteout eAsgu =CAS and 
the Distriot, to ensure that AQUA. =CAS is compensated fairly for the servioes provided 
consistent with the general industry standards in ihe Conroe, Tem area. 

1 
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EXHIBIT "F" 

FORM OF CONVEYANCE OF DISTRICT CONSTRUCTED FACILITIES 
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UTILITY CONVEYANCE AND SECURITY AGREEMENT 
([Water Distribution, Wastewater Collection, and Storm Water Facilities] 

to serve [Water Crest, Section ]) 

STATE OF TEXAS 
§ KNOW ALL PERSONS BY THESE PRESENTS: 

COUNTY OF MONTGOMERY § 

This Utility Conveyance and Security Agreement is made and effective as of the  
day of  , 20 , by and between the City of Conroe, Texas, a home-rule city and a 
municipal corporation (the "City"), and Montgomery County Municipal Utility District No. 126, 
a body politic and corporate and a governmental agency of the State of Texas, organized under 
the provisions of Chapters 49 and 54, Texas Water Code, as amended, and Article XVI, Section 
59 of the Texas Constitution (the "District"). 

The City and the District have entered into that certain Amended and Restated Utility 
Services and Development Agreement dated effective , 2018 (the "Utilitv 
Agreement"). Pursuant to the Utility Agreement, the District has acquired and/or constructed 
certain [water distribution, sanitary sewer collection, transportation and treatment, and storm 
water collection, detention and drainage systems] to serve lands within and adjacent to its 
boundaries, and all improvements, appurtenances, additions, extensions, enlargements, or 
betterments thereto, together with all contract rights permits, licenses, properties, rights-of-way, 
easements, sites, and other interest related thereto (the "Facilities"). The Facilities were 
constructed on behalf of the District by  pursuant to that certain contract 
dated , 20 . The Distxict now desires to convey all of its right, title, and interest in 
and to the Facilities (except as may be otherwise set forth herein or in Exhibit "A" attached 
hereto) to the City in accordance with the Utility Agreement, and to reserve a security interest in 
the Facilities to secure the performance of the City's obligations under the Utility Agreement. 
The City desires to accept ownership of the Facilities subject to the security interest. The 
stormwater detention ponds are expressly not conveyed to the City. 

Conveyance. For good and valuable consideration, including the fulfillment of the City's 
obligations under the Utility Agreement such as the provision of water supply and wastewater 
services to the District thereunder, the receipt and sufficiency of which are hereby 
acknowledged, the District hereby sells, conveys, transfers, and delivers to the City, its 
successors and assigns, free and clear of all encumbrances except the District's security interest 
(as specified below), the Facilities, which are presently owned by the District together with any 
and all of its rights, maintenance bonds, warranties and manufacturer's warranties relating to the 
Facilities. The Facilities being conveyed hereby are more completely described in Exhibit "A"  
attached hereto and in the plans and specifications for said Facilities prepared for the District by 
Edminster Hinshaw Russ & Associates, Inc., copies of which have been filed with the City and 
with the Texas Commission on Environmental Quality, and which are incorporated herein by 
reference, as well as any rights of the District in and to any of the sites upon which the Facilities 
are located. 
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Security Interest. The District hereby reserves (and the City grants) a security interest in 
the Facilities to secure performance of the City's obligations under the Utility Agreement, all as 
set forth in the Utility Agreement. 

Duration of Security Interest. The security interest granted by the City in the preceding 
paragraph shall continue in full force and effect until such time as the District's obligations to 
make payments on bonds issued by the District to acquire and construct the Facilities have been 
fully paid and discharged. When all such obligations have been discharged, the District shall 
execute a release of the security interest in a form acceptable to the City and the District, and the 
City shall own the Facilities free and clear of the security interest. 

Default and Remedies. The security interest reserved herein is to secure the performance 
by the City of its obligations under the Utility Contract. Upon default by the City, in addition to 
the remedies specified in the Utility Contract, the District shall have the remedies of a secured 
party under the Texas Business and Commerce Code and such remedies shall be cumulative. 
Default shall only occur if the (1) the City is in breach of its obligations under the Utility 
Agreement and (2) fails to cure the breach within ten (10) days from the date the City receives 
notice from the District reasonably describing the City's breach of the Utility Agreement. 1.n the 
event of default, ownership of the Facilities shall automatically revert to the District, and the 
District shall have the right to take reasonable and necessary steps to facilitate the transfer of the 
Facilities to itself. The District may retain the Facilities in satisfaction of the City's obligations 
and may own and operate the Facilities thereafter for the use and benefit of the District's 
residents and the City shall have no authority to compel the District to sell or otherwise dispose 
of the Facilities. In such event, the District shall be entitled to all revenues and income from 
operation of the Facilities. The City may redeem the Facilities by tendering fulfillment of all its 
obligations under the Utility Agreement. 

[SIGNATURES COMMENCE ON FOLLOWING PAGE] 
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EXECUTED this the day of , 20_. 

MONTGOMERY COUNTY MUNICIPAL 
UTILITY DISTRICT NO. 126 

By: 
President, Board of Directors 

THE STATE OF TEXAS 

COUNTY OF 

This instrument was acknowledged before me on this day of  
20 , by , President of the Board of Directors of MONTGOMERY COUNTY 
MLTNICIPAL UTILITY DISTRICT NO. 126, on behalf of the District. 

Notary Public in and for the 
State of Texas 

(Notary Seal) 
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AGREED TO AND ACCEPTED this the day of , 20 . 

A I 1E,ST: 

By:  

CITY OF CONROE, TEXAS 

ACCEPTED: 

By:  
Name: Name: 
Title: City Secretary Title: Mayor 

APPROVED AS TO FORM: 

By:  
Name:  
Title: City Attorney 

480297.8 
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EXHIBIT "A" 

Those certain water distribution, wastewater collection, and storm water collection facilities 
serving Water Crest, Section , within Montgomery County Municipal Utility District 
No. 126 (the "District"), together with all improvements, structures, fences, distribution lines, 
collection lines, storm sewer mains, water mains, flushing valves, meters, valves, pipes, fittings, 
connections, meter boxes, laterals, easements and rights-of-way (specifically including those 
listed on "Attachment "I" hereto), licenses, operating rights and all other property therein 
whether real, personal, or mixed, contract rights or equipment used or useful in connection with 
said facilities being conveyed hereby, and being more particularly described as all such facilities 
installed pursuant to a contract between , on behalf of the District, and 

, dated , 20 as further identified and described in record 
drawings on file in the Office of the City Secretary of the City of Conroe, Texas, for construction 
of the said facilities; provided, however that, notwithstanding anything hereinabove to the 
contrary, there is saved and excepted from the above any storm water detention ponds and 
systems constructed under said contract, which excepted facilities shall not be conveyed to the 
City hereunder, all as provided in the Utility Agreement referenced in the instrument to which 
this exhibit is attached. 
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ATTACHMENT 1t1" 

1. Public Rights-of-Way and Utility Easements in the Water Crest Subdivision, Section 
, Montgomery County, Texas, a subdivision according to the map or plat thereof 

recorded in of the Map Records of Montgomery County, Texas.] 

2. r Easement recorded in the Real Property Records of Montgomery County, 
Texas under Clerk's File No. 1 

F-6 
480297.8 



POLICE 

City of Conroe 

300 W. Davis St, Ste."2-/C2 
Conroe, TX 77301 
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City of Conroe, Texas 
Comprehensive Annual 

Financial Report 
Year Ending September 30, 2018 

'To protect and serve the citizens of Conroe 
and exceed their expectations" 

www.CityofConroe.org 



CITY OF CONROE, TEXAS 
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4CITY OF CONROE 
March 21, 2019 

To the Honorable Mayor and Members of the 
City Council of the City of Conroe, Texas 

The Comprehensive Annual Financial Report of the City of Conroe, Texas (the City) for the fiscal year 
ended September 30, 2018, is hereby submitted. Responsibility for both the accuracy of the data and 
the completeness and fairness of their presentation, including all disclosures, rests with the City. To the 
best of our knowledge and belief, the enclosed data are accurate in all material respects and are 
reported in a manner designed to present fairly the financial position and results of operations of the 
City, as measured by the financial activity of its various funds. All disclosures necessary to enable the 
reader to gain an understanding of the City's financial activities have been included. This letter of 
transmittal is intended to compliment the Management Discussion and Analysis (MD&A), which begins 
on page 15. 

l. PROFILE OF THE GOVERNMENT 

The City of Conroe is thirty-five miles north of downtown Houston, and is only twenty-five miles from 
Bush Intercontinental Airport. In addition, Conroe is the County Seat of Montgomery County, whose two 
most populous areas are Conroe and, to the south, The Woodlands. 

The City was incorporated in 1904 and is a home rule city operating under the Mayor-Council form of 
government. The City Council is comprised of the Mayor and five Council members, who enact local 
legislation, adopt budgets, determine policies, execute the laws, and administer the government of the 
City. The City votes in even numbered years. Conroe voters elect the Mayor and two Council members 
and two years later the remaining three Council positions are tilled. All council members are elected at 
large. Terms of office for all Council positions are for four consecutive years. Each Council member 
may run for two consecutive four year terms. 

The Council, by adopted ordinance, has created a City Administrator position to act as the chief 
administrative officer of the City. The City Administrator is not appointed for a fixed time and may be 
removed by vote of City Council. One of the responsibilities of the City Administrator is to conduct the 
general affairs of the City in accordance with the policies of the City Council. 

The City provides to its citizens a full range of municipal services as required by statute or charter. 
These services include police and fire protection, public improvements, city planning, street and 
drainage maintenance, recreation and parks, transportation/transit, and general administrative 
services. In addition to general government activities, the City provides water, sewer, and sanitation 
services. 

Est. 1904 

300 W. Davis I P.O. Box 3066 I Conroe, TX 77305 I T: 936.522.3000 I www.C. tyofConroe.org 
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Activities of City funds are included in the annually appropriated budget. The following governmental 
funds do not have an annual budget: Public Improvement District "PID" Assessments, Owen Theatre, 
Firearms Training Facility, and Woodlands Township Regional Participation. Capital project and grant 
funds adopt annual budgets. The City of Conroe Other Post Employment Benefit Trust Fund also 
does not have an annually appropriated budget. 

The Assistant City Administrator/Chief Financial Officer may, at any time with the consent of the City 
Administrator, transfer any unencumbered appropriation from one line item to another line item within 
the same department. Provided, however, that no unencumbered appropriation may be transferred 
from one department or fund to another, except upon the express approval of the City Council. The 
objective of these budgetary controls is to ensure compliance with legal provisions embodied in the 
annual appropriated budget approved by the City's governing body. The legal level of budgetary control 
(that is, the level at which expenditures may not legally exceed appropriation) is the department level. 

Departmental appropriations that have not been expended by the departments lapse at the end of the 
fiscal year. The City maintains an encumbrance accounting system as one technique of 
accomplishing budgetary control. Encumbrances outstanding at year-end are voided. Remaining 
commitments must be re-appropriated and encumbered in the new fiscal year. 

The City amends the budget on a quarterly basis. Such amendment may increase or decrease 
expenditures or revenues in the City's appropriated funds. Budget amendments are utilized to 
address unforeseen circumstances that arise outside of the normal budgeting process. 

Management of the City is responsible for establishing and maintaining an internal control structure 
designed to ensure that the assets of the City are protected from loss, theft, or misuse and to ensure 
that adequate accounting data are compiled to allow for the preparation of financial statements in 
conformity with generally accepted accounting principles (GAAP). The internal control structure is 
designed to provide reasonable, but not absolute, assurance that these objectives are met. The 
concept of reasonable assurance recognizes that (1) the cost of controls should not exceed the benefits 
expected to be derived and (2) the evaluation of costs and benefits requires estimates and judgments 
by management. 

We believe that the City's accounting controls provide reasonable assurance that errors or irregularities 
that could be material to the financial statements are prevented or would be detected within a timely 
period by employees in the normal course of performing their assigned functions. 

The Basic Financial Statements of the City include all government activities, organizations, and 
functions for which the City is financially accountable, as defined by the Governmental Accounting 
Standards Board (GASB). 

LOCAL ECONOMY 

Because of the strength of the regional and local economy, Conroe continues to experience growth in 
residential, commercial, and light industrial development. Conroe's estimated population for 2019 is 
84,378. 

The tax roll certified by the Montgomery Central Appraisal District for 2018 (FY18-19) increased by 
$796,203,275 or 10.5%. New improvements and personal property accounted for approximately 
$213,458,428 of this amount. Newly annexed property added approximately $67,727,270 to the roll. 
This will affect revenues recorded in next year's Comprehensive Annual Financial Report (CAFR). The 
taxable value increase for the current fiscal year is $429,877,666 or 6.0%. 
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Sales tax revenue is the largest revenue source for the City. Excluding the CIDC's portion, the City's 
sales tax revenue totaled $36,720,480 for the fiscal year ending September 30, 2018. This amount 
represents an increase of $4,569,322, or 14.2%, from the prior fiscal year. 

Assessed Property Valuation Sales Tax Revenues 
(in billions) (in millions) 

The City issued 1,714 building permits for properties & improvements valued at $361,378,166. This 
included 1,134 building permits for single family housing starts totaling $210,939,793. The average 
single family home value, exclusive of land, was $186,014. The City reported a total labor force of 
38,816 with an unemployment rate of 3.6% as of September 2018. These data are compiled by Labor 
Market & Career Information (LMCI.com). 

LONG-TERM FINANCIAL PLANNING 

The $26,795,709 unassigned fund balance in the General Fund is the equivalent of 140 days of 
expenditures. This exceeds the financial policy guidelines set by Council of maintaining at least 90 days 
of fund balance. The purpose of this unassigned balance is to protect the City against short-term 
operating deficits in the General Fund. It will be available to defer short term tax increases, cover 
revenue shortfalls, or cover unanticipated expenditures. 

The City also studies a multi-year plan for evaluating tax rates and utility rates as they relate to debt 
financing for capital needs and the operating costs of providing services to citizens. Projected revenues 
and expenditures are forecast through September 30, 2023, in the current budget. As a result of the 
multi-year review, the City has been able to maintain its property tax rate of $0.4175 per $100 of value 
for FY 17-18. 

Outstanding debt per capita decreased from $3,346 in 2017 to $3,095 in 2018. The current ratio of net 
general bonded debt to assessed value of all taxable property is 1.85%. The City continues to maintain 
its current Moody's rating of Aa1 and Standard & Poor's rating of AA+ on its Certificates of Obligation 
and its current Moody's rating of Aa3 and Standard & Poor's rating of AA on its Water and Sewer 
Revenue Bonds. 
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In addition, the City has recognized the long-term financial implications of its pension and retiree health 
benefits. Regarding pensions, the City funds the full contribution rate to the Texas Municipal Retirement 
System to ensure the long-term sustainability of the plan. For retiree health care, the City funded 100% 
of the actuarially determined contribution (ADC). 

MAJOR INITIATIVES 

The City has numerous capital improvement projects slated to begin or be completed in FY18-19, 
including: Longmire Road, M.P. Clark Road, Grace Crossing Extension, Wilson Road, Conroe Park 
Drive, Pollock Drive, street rehabilitation in Robinwood and Milltown, sidewalks, traffic signals, railroad 
crossing at Crighton Road, Fleet Services facility, and Sign Maintenance and Operations building. 
The City also has capital improvement projects for its water and sewer utility, including water storage 
tank and water well improvements, water line rehabilitations and extensions, sanitary sewer line 
relocations and rehabilitations, sewer lift station replacements, sanitary sewer evaluation survey, and 
continuation of the sanitary sewer overflow initiative. The City is also designing and constructing a 
new wastewater treatment plant. 

The City of Conroe Transportation division has achieved continued growth in year four (FY17-18) of 
the new public transportation system, Conroe Connection Transit (CCT). The bus system, which 
consists of two (2) bus routes and a complementary ADA paratransit component, has demonstrated a 
steady climb in ridership and exemplary service. The department also successfully administers the 
county's urbanized area Section 5310 Grant Program. This Federal Transit Administration (FTA) 
program continues to remain competitive for the allocation of federal funds to support demand 
response services to seniors and persons with disabilities. 

Major transportation projects include the following: 

• New commuter bus service at the Conroe Park & Ride to begin service in 2019. 
• Recipient of FY18 State Public Transportation Appropriations for transit operations 

reimbursement. 
• Construction in progress of the IH-45 & SH-105 Access Management improvements. 
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The City is a participant in the San Jacinto River Authority (SJRA) Groundwater Reduction Plan (GRP). 
The SJRA constructed a surface water treatment facility and transmission system to provide treated 
surface water to the City. The transmission system was interconnected to the City's water system, and 
the City began receiving surface water in December 2015. 

In August 2017, Hurricane Harvey impacted the City of Conroe. Generally, the rainfall from the 
hurricane caused localized flooding in the areas of Conroe below the Lake Conroe dam. On October 
12, 2017, the City Council approved a resolution for the Montgomery Central Appraisal District to 
reappraise the properties damaged due to the hurricane pursuant to Texas Property Tax Code, Section 
23.02. If property damaged in a disaster is reappraised as provided by State law, the taxes owed on the 
property will be prorated for the year in which the disaster occurred. Reappraisals of property resulted 
in lower values, the City's FY 17-18 property tax levy was lowered as well. Because the flooding was 
limited to certain areas, the reappraisals had a minimal impact on the City's FY 17-18 property tax levy. 

Hurricane Harvey also caused extensive damage to the City's wastewater treatment plant and firearms 
training facility. Repairs, mitigation, and improvements to the wastewater treatment plant are near 
completion. Most buildings at the firearm training facility have been repaired; however, the classroom 
building, rifle deck, and maintenance building are still under review at this time. The City was awarded a 
grant through the Federal Bureau of Investigation to assist with the replacement of the classroom and 
berm restoration of the firearms training facility. The City is coordinating with its insurance provider, 
TML, as well as the Federal Emergency Management Agency (FEMA), to receive reimbursements of 
these costs. The City has received reimbursement from TML for many of the costs for repair and 
restoration, and has several claims under review with FEMA associated with mitigating property against 
future flooding. The City is also considering enhancing the berms protecting the properties. 

The City has economic development agreements with Conroe Municipal Management District #1 
regarding the development of Grand Central Park. In 2018, commercial establishments opened 
including a new Kroger Marketplace. As the development grows in assessed valuation and generates 
sales tax, the City will reimburse the district for the public infrastructure according to the development 
agreements in place. 

The City of Conroe is committed to providing well-maintained infrastructure and a variety of quality 
services to protect and enhance the living conditions of its citizens. 

AWARDS AND ACKNOWLEDGEMENTS 

CAFR Certificate of Achievement.  The Government Finance Officers Association of the United States 
and Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to the 
City of Conroe for its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended 
September 30, 2017. This was the twelfth consecutive year that the City has achieved this prestigious 
award. In order to be awarded a Certificate of Achievement, a government must publish an easily 
readable and efficiently organized CAFR. This report must satisfy both GAAP and applicable legal 
requirements. A Certificate of Achievement is valid for a period of one year only. We believe that our 
current CAFR continues to meet the Certificate of Achievement Program's requirements, and it will be 
submitted for consideration. 

The preparation of this report was accomplished with diligence and efficiency by the entire staff of the 
Finance & Administration Department. I express my appreciation to all members of the Department 
who assisted and contributed to its preparation. I also thank the Mayor, members of the City Council, 
and City Administrator for their interest and support in planning and conducting the financial operations 
of the City in a responsible and progressive manner. 
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PAFR Certificate of Achievement.  The Government Finance Officers Association of the United States 
and Canada (GFOA) awarded a Certificate of Achievement for the Popular Annual Financial Reporting 
Award Program (PAFR) for the fiscal year ended September 30, 2017. This was the third year that the 
City has achieved this prestigious award. State and local governments must be able to extract 
information from their comprehensive annual financial report to produce a high quality popular annual 
financial report specifically designed to be readily accessible and easily understandable to the general 
public and other interested parties without a background in public finance. 

Independent Audit  The City Charter requires an annual audit of the books of account, financial 
records, and transactions of all administrative departments of the City by an independent certified public 
accountant. The accounting firm of Weaver and Tidwell, LLP, was selected by the City Council. This 
requirement has been fulfilled, and the auditors' opinion is included in this report. Weaver and Tidwell, 
LLP, has issued an unmodified ("clean") opinion of the City's financial statements for the year ended 
September 30, 2018. Their report is located at the front of the financial section of this report. 

Respectfully Submitted, 

Steve Williams 
Assistant City Administrator/Chief Financial Officer 
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weaver 
Assurance • Tox • Advisory 

Austin I Conroe I Dallas I Fort Worth I Houston 
Los Angeles I Midland I New York City I San Antonio 

Independent Auditor's Report 

To the IHonorable Mayor and 
Members of City Council 
City of Conroe, Texas 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component units, each major fund, and the aggregate 
remaining fund information of the City of Conroe, Texas (the City), as of and for the year ended 
SepteMber 30, 2018, and the related notes to the financial statements, which collectively comprise the 
City's basic financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

The City's management is responsible for the preparation and fair presentationlof these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America 
and -6-ie standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the 
audit' to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing dn opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 

Weaver and Tidwell, L.L.P. 
1406 Wilson Road, Suite 100 I l Conroe, Texas 77304 

11 Main: 936.756.8127 l Fax:936.756.8132 
CPAs AND ADVISORS I WEAVER.COM 



To the Honorable Mayor and 
Members of City Council 
City of Conroe, Texas 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, the discretely 
presented component units, each major fund, and the aggregate remaining fund information of the 
City of Conroe, Texas, as of September 30, 2018, and the respective changes in financial position and, 
where applicable, cash flows thereof for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Emphasis of Matter 

As discussed in Note I.C. to the financial statements, during the fiscal year ended September 30, 2018, 
the City implemented Governmental Accounting Standards Board (GASB) Statement No. 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. Beginning net 
position has been restated as a result of the implementation of this statement. Our opinion is not 
modified with respect to this matter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
Management's Discussion and Analysis and the Required Supplementary Information, as listed in the 
table of contents, be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 

Supplementary and Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City's basic financial statements. The introductory section, supplementary 
information and statistical section, as listed in the table of contents, are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. 

The Supplementary Information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the basic financial statements. 
Such information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America by us. In our 
opinion, the Supplementary Information is fairly stated in all material respects in relation to the basic 
financial statements as a whole. 

12 



To the Honorable Mayor and 
Members of City Council 
City of Conroe, Texas 

The introductory and statistical sections have not been subjected to the auditing procedures applied in 
the audit of the basic financial statements, and, accordingly, we do not express an opinion or provide 
any assurance on them. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
March 21, 2019 on our consideration of the City's internal control over financial reporting and on our 
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the City's internal control 
over financial reporting and compliance. 

4).io,fxe" asd izi,..e,ae ,.f: e. 
WEAVER AND TIDWELL, L.L.P. 

Conroe, Texas 
March 21, 2019 
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