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Todd Chmoweth, Dn:ector
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November 4, 2008
The total year 2007 overlapping tax rates on lad mﬂnm ths proposged District are shown in the following
table:
Taxing Jugladicd .
Montgomery County © 8§ 0.4888
Montgomery County Hospitel District 0.0777
North Hauris Mottgomery Comnty Cofloge District 0.1144 :
Willis ISD ©o13060 T 0 T T T
City of Conroc ) . 0.4250
Proposed Montgamery County MUD No. 126 10200 ®
Tatal tax per $100 valuation § 3.4289

Notes: (1) Hocludes dabt carvice tex ratos of $O.85 for utilitice, $0.12 for vosds, sud $0.05 fix recreationa! ficilltios, No
maintenance tax was fndicated. The totsl (preposed District tax; and fhe City tax fior water, wastewster and daainage,
xoad, kod recrentional faclities Emmqm&clmd)mﬂmdmhhnhﬁeslsomﬂtindwedh

30 TAC mlos.

Buedonthopxoposednimictturaﬁomdﬂwyerzom oveclapping tax mtes on land within the proposed
District, the project is considared economically feasible.

Water and Wastewater Rates
According to information provided projected City rates are as follows:
Water: '
Baas chargs (up fo 3,000 gallons) $8.71
Each 1,000 gallons over 3,000 gallons ~ $2.16
Wastowater: ,
Bage chargs (up to 3,000 gallans) $15.73

Bach 1,000 galtons over 3,000 gatlons §192

Bmd on the Cily rates, the estimated monthly fu for 10,000 gallons of water and wastswater would be
approximately $53.00.

A debt tax rats of about $1.02 for the proposed Distriot is compambleﬁo other digtricts intho arad. Baaadon
the requiraments of 30 TAC Section 293.59, this project is eoonomioally Teasible.

e e e 4 - 2 ——



Tnddaimmmm o et e e e e e e
Page 9 - ‘
Novembar 4, 2008

E. SPECIAL CONSIDERATIONS
1. Annexition

As stated above, the pmposed District is in the ETJ of the Cxty The engmeermg report indjcates that the
proposed District is in the process of being annexed by the City.

2»&1@3@1&@

'mrcﬁﬂond:s request approval for road powers, ntthnsnne time as tho creation of&wpmpooedbmmt.

* Pursuant to Texas Water Code Section 54.234, appmvalafmduﬁlityd:mapowusmybemqnmdatﬁm
sams fims ag creation. ThnproponedDmtdothasde;smnmaxyof&weshm&doostmthc

engiusering report that was submitted with the apphoation. 'I‘hepxoposodmaduppurw benafit the proposed
District, end financing appem fongible. . ]

Tha Petitioners request appraval of 4 recreation plan at the sume time ag the creation of the proposed Distriot.
Pursuant to Texas Water Cods Section 49,35 1(g) and 30 TAC Section 293.11(a)(10), approval of a recreation
pisn may bo requested af the same time as creation. The application material inchodes 1 detsiled summary of
fhe proposed recrestional facility projeots, projects” estimated costs, and proposed financing methods for the
projects. The proposed Distriot plan to construct reareational Tacility eppears reasqnablu and feasible,

F. CONCLUSIONS

1. Based on Commission policy, compliance with Commission rales, and review of the engineeting report
and supporting documents, the proposed District is considered feasible, practicable, wonld be a benefit to
the land within the proposed District, mdwouldbcmmryuammbﬁmeuﬁﬂﬂmmdtopxmde
utility service to future customets.

2, Based on areview of the application and supporting documents, the District’s scquisition of Road Powers

is considered feasible.
3. Basedon areview.ofthepmhmmnry engineering report; the market study; the proposed District’s water,
wastewater, drainage, road, and recreational failities; & combined projected tax rate of $1.02; the

proposed District obtaining & 6.0% bond coupon intercst rats; and ofher supporting data, the proposed
District is considered feasible under the faasibility imits prescribed by 30 TAC Section 293.59.,

4. The recommendations aro made under autharity delegated by the Bxecutive Director of the Texas
Commission on Envimumentd thty )

— -t -
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G. RECOMMENDATIONS
1, Grapt the petition for czeation of Momgomery County Municipel Utility District No. 126,

2. Grant the Distriot’s raquest to acquire Road Powers in accordtncethh Tms Water Codo Section 54.234
and 30 TAC §§ 293.201 and 293.202, subject to the reqummts imposod by the Commissmn and the
goneral laws oftha State of Texas relating to the exercize of guch powens.

e . . . - o ————— e

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

“This Order shafl in no svent be construed as an appraval of any proposed agreements or of any particular

Htems in any documents provided in support of the pefition for ereation, nor as » commitment or

requirement of the Commission in the fature to approve or disapprove any particular items or sgroements
- in firture applications submitted by the District for Commisaion consideration.”

“This Order shall not constitute approval or recognition of the validity of any provision in the City of
Comroe cvestion consent Ordinsnce No. 1848-08, offective May 22, 2008, sod my other
ordinance/resolution incorporated therein by refaronce to the extent that such provisions exceed the
authority granted to the City of Comroe by the laws of the State of Texes.”

4. Appoint the following to serve as temparary directors until permanent directors are sjeoted arid qualified:

Irving A. Wolf Gary Calfee Robext L. Tompkins
Adem H, Soffar . Donald B, Robinowitz ’
H. ADDITTONAIL INFORMATION

Ths petitioners* profeasional represontatives are:

Attorney: Mr. Abrabam L Rubinaky — Schwaxtz, Page, & Harding LLP
Engineer: Mr. Hasan Syed, P.E, — Edminster, Hinshew, Rusa & Assoo.
Murket Analyst: Mr. Toby Ware - Metrostndy

Cag O,
Greg Charles )
Districts Review Team
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EXHIBIT "C"

ORDER CANVASSING ELECTION RESULTS
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Exhibit C

i) the undersigned Secretary of the Board of Directors (the
YBoard®) of Montgomary County Municipal Utility District No. 126
(the apistrict®), hereby cerxtify as followd;

1. The Board convensd in special wsession, open ¥o the
public, on May 14, 2009, at 1300 Post Oak Boulevard, Suil @o,
Houston, Harris County, Texas and the roll was called

3

members of the Board, to-wit: = a‘n
w Lo o
Gary Calfea, Premident Sm3
Donald B. Robinowitz, Vice-President 5 2®m
Rdam H. Boffar, Secretary - ©
Irving A. Wolf, Aswlgtant ZJscretaxy = g

Robert L. Tompkins, Assigtant Secretacy-&

All of the membsrs of the Board't;are preaeht, thus comtitutiug‘ a
quorum. -~ Whereupon, among other businesg, the following was
transacted at such meeting: A written

ORDER CANVASSING RETURNB AND DECLARING
RRSULTS OF CONFIRMATION AND DIRECTOR ELECTION
mmmmmmmruﬁ&nou

wag duly introduced for the consideration of the BRoard. It was
then duly moved and seconded that such Order ba adopted, and, aftexr
due discussion, such motiom, carrying with it the adoption of such
Rules, prervuled and carried by the following vote:

RYB3: S NOES: 0

2. A true, full and correct copy of the aforesaid Orxdar
adopted at the meeting deecribed in the above and foregoing
paragraph is attsched to and follows this certificate; such Oxdar
has been duly racorded in the Board's minutes of such westing; the
poxrsons named in the above and foregoing paragraph are the duly
chomen, qualified and acting officvera and members of the Boaxd as
indicated therein; mach of the officers and membexrs of the Boaxd
was duly and sufficiently notified wofficially and perscmally, in
advance, of the time, place and purpose of such mweating, aod that
such Order would be introduced and considered for adoption at such
meeting; and such wmeeting was open to the public, and public potice
of the time,- place and purpose of such meeting was given, all aa
required by Chapter 551, Texas Governmsnt Code and Section 42.063,
Taxas ‘Water Code, as amended.

Raturn To: Kﬁ

Schwartz, Page & Harding, L.L.F.
1200 Post Dak Blvd., S5te. 1400
Hougson, Texas 77056

2
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SIGNED ARD SRALED this l4th day of May, 2003,

Wi~

.

Secrstary
Board of Directors
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MONTGOMERY COUNTY MUNICIPAL UTILITY DIB‘i‘R.ICT NO, 128
ORDER CANVASEING RETURNS AND DECLARING
RESULTS OF CONFIRMATION AND DIRECTOR ELECTION

AND BOND BND MAINTENANCE TAX ELECTION
WHERERS, there was held in Montgomery County Municipal OUtility
District No. 126, (the "District"), on the 9th day of May, 2002, an
election for the purpose of electing five (5) permanent directors
for the District and for tha further purposes of voting on the

following propo'sitions :

PROPOBETION I

SHALIL THE CREATION OF MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT
NO. 126 BE CONFIRMED? )

PROPOSITION IT

SHALL THR BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL
UTILLTY DISTRICT NO. 126 BR AUPHORIZED TO ISSUR THE BONDS OF SAID
DISTRICT IN ONE OR MORE ISSURS OR SERIES IN THE MAXIMUM AGGRBOATE
ORIGINAL PRINCIPAL AMDUNT OF FORTY-ONE MILLION THREE HUNDRED TWENTY
THOUSAND DOLLARS [§41,320,000) MATURING SERIALLY OR OTHRRWISE IN
BUCE INSTALIMENTS AS ARE ¥YIXED BY &ATD BOARD OVER A PERIOD OR
PERIODS NOT HXCHEDING YORTY (40) YEARS FROM THEIR DATE OR DATES,

BEARING INTEREST AT ANY RATHE OR RATES, AND TO SRLL SAID BONDS AT

ANY PRICE OR PRICES, PROVIDED THAT THE NET EFFECTIVE INTEREST RATE
ON BNY ISSUE OR SERTHS OF SAID BONDS SEALL NOT EXCEED THE MAXINMOM -
LEGAL LIMIT IN EFFECT AT THE TIMA OF ISSUANCE OF BACH ISSUE OR
SERIES OF SAID BONDS, ALL AS MAY BE DETERMINED BY THE BQGARD OF
DIRECTORS OF SAID DISTRIC?, FOR THE PURPOSE OR FPURPOSES OF
PURCHASING, CONSTRUCTING, ACQUIRING, OWNING, OPERATING, REPAIRING,
IMPROVING, OR ERXTERNDING A WATBERWORKS SYSTEM, A SANITARY SEWER
SYSTEM AND A DRAINAGE AND STORM SRWER SYSTRM, INCLUDING, BUT NOT
LIMITED TO, ALL ADDITIONS TO SUCH SYSTEMS AND ALL LAND,
IMPROVEMENTS, PACILITIES, PLANTS, BQUIPMENT, APPLIANCES, INTERBSTH
IN PROPERTY AND REGIONAL, REGULATORY OR JOINT USE PARTICIPATION
RIGHTS OR CONTRACT RIGHTS NEERDED THEREFOR, AND ADMINISTRATIVE
FACILITIES NERDED IN CONNECTION THEREWITH, AND TO PROVIDE FOR THR
PAYMENT OF THE PRINCIPAL OF AND INTEREST ON SUCH BONDS BY THE LRVY
AND COLLECTION ANNUALLY OF A SUFFICTENT TAX UPON ALL TAXABLE
PROPERTY WITHIN SAID DISTRICT, ALL AS AUTHORIZED BY THR
CONSTITUTION AND LAWS OF THE STATE OF TEXAS?




QL

PROPOSITION IIT

.S8HALL THE BOARD OF DIRECTORS OF MONTGAOMERY COUNTY MUNICIPAL UTILITY
DISTRICT WO. 126 BE AUTHORIZED TO ISBUR THE BOMDS OF SAID DISTRICT
IN ONE OR MORE JISSUES OR SERIES IN THE MAXIMUM AGGREGATE ORIGINAL
FRINCIPAL AMOUNT OF FOUR MILLION ONE HUNDRED THOUSAND DOLLARS
{$4,100,000) MATURING BERIALLY OR OTHERWISE IN SUCH INSTALLMENTS AS
ARE PIXED BY SATD BOARD OVER A PERIOD OR PHRIODS NOT EXCEEDING
FORTY (40) YEARS FROM THRIR DATE OR VATEH, BREARING INTEREST AT ANY
RATE OR RATES, ARD TO 6ELL SAID BONDS AT ANY PRICE OR PRRICES,
PROVIDED THAT THE NET EFFECTIVE INTEREST RATH ON ANY ISSUE OR
ISSUES OF SAID BONDS SBALL NOT EXCERD THE MAXIMUM LEGAL LIMIT IN
EFFECT AT THE TIME OF ISSUANCE OF EACH ISSUE OF SAID BONDS, ALL A8
MAY BB DETERMINED BY THE BOARD OF DIRECTORS OF SAID DIBTRICT, FOR
THE PURPOSE OR PURPOSRS OF PURCHASING, CONSTRUCTING, ACQUIRING,
OWNING, OPERATING, RHEPAIRING, IMPROVING, OR EXTENDING RECREATIONAL
FACILITIBS, INCLUDING, BUT NOT LIMETED TO, ALL ADDITIONE TO SUCH
FACTLITIES AND ALL LAND, IMPROVEMENTS, FACILITIES, KQUIPMENT,
APPLIANCES, INTERESTS 1IN PROPERTY AND CONTRACT RIGHTS NREDED
THEREFOR, ' "AND ADMINISTRATIVE FACILITIES NREDED IN CONNECTION
THEREWITE, AND TO PROVIDE FOR THE PAYMENT OF THE PRINCIPAL OF AND

INTEREST ON SUCH BONDS BY THE LEVY AND COLLECTION ANNUALLY OF A

SUFFICIENT TAX UPON ALL TAXABLE PROPERTY WITHIN SAID DISTRICT, ALL
AS AUTHORIZED BY THS CONSTITUTION AND LAWS OF THE STATE OF TEXAS?

PROPOSITION IV

SHALL THE BOBRD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAE: UTILITY
DISTRICT NO. 126 BE AUTHORIZED TO ISSUR THE BONDS OF SAID DISTIRICT
IN ONE OR MORE ISJUES OR SERIES IN THE MAXIMUM AGGREGATE ORIGINAL
PRINCIPAL AMOUNT OF 8I¥ MILLION DOLLARS (§6,000,000) . MATURING
SERIALLY OR OTHERWISE IN BUCH INSTALIMENTS AB ARE FIXED BY SAID
BOARD OVER A PERIOD OR PEEIODS NOT EXCEEDING FORTY (40) YEARS FROM
THRIR DATE OR DATES, BEARING INTEREST AT ANY RATE OR RATES,” AND TO
SELL SAID BONDS8 AT ANY PRICE OR PRICES, PROVIDED THAT THE NET
SFFRCTIVE INTEREST RATE ON ANY ISSUR OR SERIES OF SAID BONDS SHALL
NOT EXCEED THE MAXIMOM LEGAL LIMIT IN EFFECT AT THE TIME OF
ISSUANCE OF BACH ISSUE OR SERIES OF SAID BONDS, ALL AS MAY BE
DETERMINBD BY THE BOARD OF DIRECTORE OF BAID DISTRICT, FOR THE
PURPOSE OR PURPOSES OF PURCHASING, CONSTRUCTING, ACQUIRING, OWNING,
OPRRATING, REPAIRING, IMPROVING, OR EXTENDING ROAD FACILITIES,
INCLUDING, BUT NOT LIMITED TO, ALL ADDITIONA TO SUCH FACILITIES,
AND ALL ©LAND; IMPROVEMENTS, FACILITIRS, BQUIPMENT, APPLIANCES,
INTERESTS IN PROPERTY AND CONTRACT RICHTS NEEDED THEREFOR, AND
ADMINISTRATIVE PACILITIES NEEDRD IN CONNECTION THRREWITH, BXCEPT AS
LIMITED BY APPLICABLE GENERAL, SPECIAL OR.LOCADL LAWS, OR THE RULES,
REGULATIONS OR ORDINANCES OF ANY APPLICABLE CITY, COUNTY OR AGENCY
WITH JURISDICTION, AND TO PROVIDE FOR THE PAYMENT OF THE PRINCIPAL
OF AND INTEREST ON SAID BONDS BY THE LEVY AND COLLECTION ANNUALLY
OF A SUFFICIENT TAK UPON ALL TAXAELE PROPERTY WITHIN SAID DISTRICT,
ALL AS AUTHORIZED BY THE CONSTITUTION AND LAWS OF THE BTATE OF

"PEXAS?

214336-1 -2 -
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- PROPOSTTION V

SHAIA, THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MOUNTICIPAL UTILITY
DISTRICT NO. 126 BR AUTHORIZED TO IJSUE THE BONDS OF SAID DISTRICT
IN ONE OR MORE ISSUES OR SERIES IN THE MAXIMUM AGGREGATE ORIGINAL
FRINCIPAL AMOUNT OF FIFTY-ONE MILLION FOUR HUNDRED TWENTY THOUSAND
DOLLARS ($51,420,000} MATURING SERIALLY OR OTHERWISE 1IN SUCH
INSTALLMENTS AS ARE FIXED BY SATD BOARD OVER A PBRIOD OR PERIODS
NOT EXCEEDING FORTY (40) YEARS FROM THRIR DATE OR DATES, BEARING
INTERHST AT ANY RATE OR RATRS, AWD TO SHLL SAID BORDE AT ANY PRICH
OR PRICES, PROVIDED THAT THE NET EFFECTIVE INTEREST RATE ON ANY
TSSUE OR SERIES OF SAID BONDS BHALL NOT EXCEED THR MAXIMUM LBGAL
LIMIT IN EFFECT AT THB TIME OF ISSUANCE OF EACH ISSUE OR SERIES OF
SAID EONDE, ALL AS MAY RE DRTERMINED RBY THE BOARD OF DIRECTORS OF
SAID DISTRICT, POR THE PURPOSE OF HEFUNDING BY ANY MEANS NOW OR
HEREAFTER AUTHORIZED BY 1AW, ALL OR ANY PORTION OF ANY BONDS-OR
REFUNDING BONDS OF THE DISTRICT PAYARLE IN WHOLE OR IN PART FROM
TAXES, WHHTHER ON EVEN DATE HEREWITH, HWREUNDER, OR FREEREAFTER
AUTHORIZED OR . ISSUED BY THE DISTRICT, AND TO PROVIDE FOR THE
PAYMENT OF THE PRINCIPAL OF AND THE INTEREST ON SUCH REFUNDING
HONDS BY THE LEVY BND COLLECTION OF A SUFFICIENT TAX UPON ALL
TAXABLE PROREMIY WITHIN SAID ' DISTRICT, ALL AS AUTHORIZED BY THH
CONSTITUTION AMD LAWS OF THE BTATE OF TRXAS? .

. PROPOSITION VI
SHALL THE BOARD OF DIXECTORB OF MONTGOMBRY COUNTY MUNICIFAL UTILITY
DISTRICT NO. 126 BE AUTHORIZED TO ABSESS, LEVY AND COLLECT AN
ANNUAL, MAINTENANCE TAX NOT TO BXCEED ONE DOLLAR AND FIPTY CENTS
($1.50) ON EACH §100 VALUATION OF ALL TAXABLE PROPERTY WITHIN SAID

DISTRICT TO SECURE JUNDS FOR MAINTENANCE AND OTHBER AUTHORIZED

PURRPCESRS, INCLUDING, BUT NOT LIMITED TO, FUNDS FOR PLANNTKG,
CONSTRUCTING, AOQUIRING, MAINTAINING, REPAIRING AND OPERATING ALL
NECESSARY LAND, PLANTS, FACILITIRS, IMPRROVEMENTS, APPLIANCES AND
RQUIPMENT OF ‘BUCH DISTRICT, AND FOR THE PAYMENT OF PROPER SRRVICES,
. BNGINEERING AND LEGAL FEXS, AND ORGANIZATION AND ADMINISTRATIVE
EXPENSES IN ACCORDANCE WITH THE CONSTITUTION AND LAWS OF THE STATE
OF TEXAB? :

PROPOSITION VIT

SHALL THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL UTILITY
DISTRICT MNO. 126 BE AUTHORIZED TO AGSESS, LEVY AND COLLECT AN
ANNUAL MAINTENANCE TAX NOT TO EXCEED TEN CENTS (§0.10) ON EACH §100
VALUATION OF ALL TAXABLE PROPERTY WITEIN SAID DISTRICT TO SECURE
FUNDS FOR MAINTBNANCE AND OTHER AUTHORIZED PURPOSES RELATED TO
RECRBATIONAL FACILITIES, INCLUDING, BUT NOT LIMITRD TO, FUNDE FOR

PLANNING, CONSTRUCTING, ACQUIRING, MAINTAINING, REPAIRING AND.
OPERATING ALL NECRSSARY LAND, FACILITIES, IMPROVEMENTS, APPLIANCES:- '

AND EQUIPMENT OF SUCH RECREATIOMAL FACILITIES, AND FOR THE PAYMENT

214336-1 -3 -
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OF PROPER BEBRVICES, ENGINBERING AND LEGAL FEES, AND ADMINISTRATIVE
EXPENSES IN ACCORDANCE WITH THE CONSTITUTION AND LAWS OF THE STATE

OF 'TRXAB?
_ WHEREAS, the retuxus of said elections bave besn certified fo
this Board of bDirectors by the appropriate election officials; and
WHEREAS, the K official elaction returns show that the duly
qualified votara of the Distriot caat two {2) ballota at said

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

£ollows:
PROPOSITION NO. I
FOR 2 yoteg
DISTRICT
AGAINST 0 votesr
PROPOSITION NO. II
FOR . 2 votes
THE ISSUANCE OF WATER, SANYITARY
BEWER AND DRAINAGE FACILITIES
BONDS AND THE LEVY OF TAXES
IN PAYMENT OF THE BONDS
AGATINST 0 votes
PROPOSITION NO. IXIX
FOR . 2 woteas
THE ISSUANCE OF RECREATTIONAL .
FACILITIES BONDS8 AND THE LEVY OF
OF TAXES IN BAYMENT OF THE BONDS
AQATNET 0 votes

214336-1 -~ 4 -




PROPOSITION NGO, IV

FOR - 2 votas

TEE IRSUANCKR O¥ ROAD FACILITIES
BONDS AND THE LEVY OF TAXES IN
PAYMENT OF THE BONDS

AGAINST ‘ 0 votes
PROPOSITION NO. V

FOR ) 2 votes
THE ISSUANCE OF REFUNDING BONDS
AND THE LEVY OF TAXES IN PAYMENT
OF THE BONDS
AGAINST 0 vaten
PROPOSITION NO, VI
FOR 2 votas
MATNTENANCE TAX :
AGAINST 0 votaas
PROPOSITION HO.” VIX
FOR 2 votes
MAINTENANCE 1AX FOR RECREATY
FACTLITIES .
AGAINST 0 votes
and

WHEREAS, saild official elaoction xeturns further show that the

votes cast Ffor permanent directors at such elections were as

followa:
. Gary Calfee 2 votes
Donald E. Robinowltx 2 voten
Adam H. Soffar 2 votes
Irving A. Wolf 2 votes
Robart L. Towpkins 2 votea
and

WHEREAY, the above totale are shown in the official election
returns heretofors submitted to the Board of Directors and filed

with the President and Secretary of the Board of Directors; and

214336-1 -5 -
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WHEREAS, such elections wei'e called and held in all respects
under and in strict conformity with the Constitution and laws of
the s'tate of Texas and the United Btates of America; and

m, a ocanvags of the rpturns of sgald elections at this
meeting of the Board of Directoxrs is ‘ag goon as reasonably
practical after such electior'xs,- Now, Therefore

BE IT ORDERED BY THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY
MUNICIPAL UTILITY DIBTRIC& NO. 126: ’

Segtion 1: The wmatters and facts zecited in the above
preamble of this Order ara found ta be true and corrsct. ’

-Bection 2: The elections held within and for the District on
the 9th day of May, 2009, which are more fully described in the
preamble to this Oxder, were called and notice was given thersof
under the hand of the President and fecretary of the Board of
Directors of the District in accordance with law; that the
elections were held in all respacts in comformity with law; and
~ that returns of the elections have been lawfully made by the propex
oftfiver.

Section 3: The elections have resulted in & majority vote
for the District, and it ip hexeby found, determined and declared
that Montgomery County Municipal Utility Diatrict No. 126 ig duly
and lawfully created in Moatgomery County, Texas, with boundaties
as desaribed by metes and bounds in Exhibit *A® hexeto, which isa
hereby incorparatad herein for all purposes.

Section 4: In addition, . said élections have xesulted in the
election of five (5) . permanent directors for the Distxict,

Pursuant to BSectlon 49.102 of the Texas Water Code the dirsctors

214336-1 -6 ~
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who wers elescted hava agreed that they shall deasignate thelr
respactive initial terms of office am follows: Irving A. Wolf and
Robext L. Tompkina, shall sexve for a term ending after the annual
directors election to be hald on the first Baturday in May, 2010,
anf?. Gary Calfee, Donald 'E. Robinowitz and Adam H. Soffar, shall
nem.:'ve for a texrm ending after the annual directors election to be
held the first Saturday in May, 2012.

Bection 5: The elections have further resulted favorably
toward the isguance of the hopda deécribed in Propomition II
submitted at the elections, and, pursuant to a.pplica.hle law, =auch
bond;a way be issued in various meries or issues, with or without
interést coupone, in any denmomination, payable at such tims ur
timed, in puch amount or amounts or inﬂtaliments, at such place or
pl'a.cea, in such form, under such terma, conditions, and dstails, in
such mamner, redeamable prior to maturity at any time or tites,
bearing no interxest, or bearing intrea.t at any rate or rates
(either fixed, variable, floating, adjuatable, or othexwise), all
as determined by tha Board of Directors. The Board of Directors is
now authorized to issue $41,320,000 in water, sanitary sewver and
drainage fac.ilities bonds of the Dimtrict, as desoribed in said
Propositicm II, upon the terms and conditions deseribed therein and
herein and to do any and all things nacessary and convenient in
oémnecti.on therewith and, to sensure the contimuing and oxderly
development of the District on terms and conditioms which are
feagsible and practical, tha District anticipacas that saild bonds

will be issuad in multiple series or issues over an extended period

214336-1 R
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of tims all as determined b}} the Board of Directors '1_:0 be feamibla
and practical and in the bo'st intexrasts of the District. '

Section §: The elections have further reaulted Ffavorably
toward tha igsusnce of the bonds described 'in Proposition IIX
submitted at the eleckions, and, pursuant to applicable law, such
bonds way be lssued in various ne:;:ie.s or {spuesn, with or without
interest oocupcns, in any denmomimation, payable at such time or
times, in such amount or a‘mountn or installments, at such place or
" places, in such form, under such terms, conditions, and details, in
‘such ‘man'nex, redsemable prior to muturir;y at any time or times,
bearing no interest, or bearing interest at any rate or rates
{either fixed, wvariable, floating, adjustable, or otherwise), all
as determined by the Board of Directors. The Hoaxrd of Directors is
now avthorized to issus §4,100,000 in rooreational facilities bonds
of the District, as deaacribed in sald Proposition III, upon the
texms and conditions described therein and hereinm and to do any and
all things necessary and convenlent in oopnection therewith and, to
engure the comtimuing and orderly de'velopment_: of the District on
terms and conditions which are feasible and practical, the District
anticipates that waid bonds will be issued in multiple series or
issues aver an extended period of time all aa determined by the
Board of Diréctors toe be feaslble and prastical and in ths best
. interests of the District, . '

Section 7: The electi;ms have furtber resulted favorably
toward the issuance of the bonds described in Proposition IV
subnmiitted at the qlact:ione, and, pursuant to applicable law, such

honds way ba imsued in various meries or issues, with or without

214336-1 -8 -
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inteﬁst coupong, in any depomnination, payable at such time or
 times, in such amount or amounts or ingtallmenta, at such place or
places, in guch form, under such taxms, coa;ditioﬁs, and details, in
such wmanner, redsenable prior to maturity -at any time or times,
bearing no interest, or bearing interest at any rate or rates
(either fixed, variable, £floating, adjustable, or otr'lerwiae), all
as destermined by the Board of Directors. .The Boaxrd of Directore is
now authorized to igsus §6,000,000 in road facilities bonds of the
District, ag described in saild Proposition IV, upon the terms and
conditions described thersin and herein aud to do any and all
things necessary "and convenient in connecifion therewith and, to
engure the continuing and orderly development of tl;e District on
terms and conditions which axe feasible and practical, the District
ancicipates that said bondg wiil be igsued in un_lli:iple geries ox

isaues over an extanded period of time all as determined by the

Board of Directors to ba Feasible and practical and in the best
ini::eras!:s of the District. '
Section 8: The elections have also resulted favorably toward
the iseuance of the refunding bonds described in Proposition V
submitted at ths elections, and the Board of Directors ia now
authorized to lssue §51,420,000 in refunding homds of the Dlstrict,
as described in sald Proposition V, upon the terms and .conditions
described therein and to do any and all things necessary and
convenient in cénqection therewith and the District anticipates
that said bonds will be issued in multiple series ox lssues over an

extended period of time.all ag determimed by the Roard of Directors

2141336-1 -8 -
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to be feapible aund praatical and in the best intserests of the

District.
Section 9: The elections have also rasmulted favorsbly toward

tl;.e levy and collection of a maintenance tax, as descrided in

Proposition VI submitted at the elections, and the Boaxd of

Direaotors i1s 'now authorired to levy and collect an annual
maintenance tax not to exceed One pollar and pifty Cents (§1.50} of
each §100 valuation of all taxable property within -said District,
upon the terms and conditions and@ for the purposes stated in sald
Proposition VI.

Sectionm 10: Tha elections have alsc resulted favorably toward
the levy and colledtivw of a waintenance tax apecifically for
reareatiooal facilities, as described in Proposition VII submitted
at thea elections, and the Board of Directors 13. now authorized to
levy and collect an annual malntepancs tax specifically for
recreational ‘facilities not to excesd Ten Cents (30.10) of each
$100 valuation of all taxable propexty withir said District, upom
the terms 'and conditions and Ffor the purposes stated in said
Pré:position VIT. ’

Saction 11: It is hereby found, determined and declazed
tilat the meeting at which this oOrder is adoptad 1s open to the
public as reguired by law, and that public notice of the time,
date, place and.subject matter of this meet:l.né and of the proposed
adoption of this Order was given, furpished and posted as regquired

by law,

214336-1 - 10 -
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seotion 13: A certified copy of this Order shall bhe
promptly f£1iléd with the Texas Commission on Environmental oQuality
and in the Official Records of Real Property of Montgomery c.'m;nty,

Texas.
PASEED AND APPROVED thig 14th day of May, 2008.

/8/ Baxy Calfes

President, Board of Directors
ATTEST: .

/8/ Mam H. Boffar
Seoretary, Board of Dirsctors

{suarn)

214336-1 ~ 11 -
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ExhibitA

COUNTY CLEAKTE HLENO, 07112578 AlL OF THE ORFICIAL PUILE, RECORDS OF
KEAL MROPIKTY, SAID 25349-ACRE TRACT WENG MORE PARTICULARY DESCIMD
SASYD ON THE TEXAS

" Y METES AND BOUNDS /A POLLOWS VATH ALL
DITERMINGD 6V OB

COORDMNATE SYSTSM OF 13k3, CENTRAL ZONE
MEASIATMENTY

i

T T
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South 23°02'23" B, 4341 fual 1o 2 pointy
Socah I2'43137* East, 41.56 Joul.(n 2 pialey
South 3804547 Fust, 2102 (ank b 8 paiey
South 43%0541° Bust, 23,35 fatla 2 polaly
South DS7'44" East, 2250 lantlo & polnly
Morh 62941704 Basl; 21.03 faat (o & point;
North 3Z°U92° Basl, 4438 haet 0 a polet;
Neort 11015 Wiat, 36,41 st s ity
Pl 0826725 Wast, 45.54 e o 2 polnt;
North £9°23/27% Baat, €259 sl 10 ¥ polr

. Notth 1077401% Eat, 4840 fest ba » pelnlg

Nonts £3°00°4&° Exat, 20.25 fout ta » palny
Notth T249°S5" Put, 5079 funt 49 2 proinds
Nodth 37715°05" Exst, 12.26 best o s polnty
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Southy STAPTY o, 7408 fuck ta 8 polnty
Soutly STA"IR" sty IR.57 et o 2 pololy
Snusthy YI'55'00" Mmuméﬂn&
South 507294 s, 3193 foutio 8 poink
Scwth 31°19'12" Bast, 21,08 fost e & ol
Noith 35168 Enat, 20.55 feal 10 2 poini;
Netth 12739 02° G, ZY.49 lietio n poini;
Necth 272505 Want, 25.03 fow b0 w pulny
Mwm';w&smuulpﬁw
Nadh IFT45 Weet, 4142 lnat o & pin;
Nuth 41711°04" Walk, £1.03 Comt 0o w pkii;
North S3%4'02° Wast, 32.78 lesl it # pofaty
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North 4773158 Wi, 3654 foal 5  prolotg
North 917001 2" W, 6846 fsst ko 8 pokt;
North S4727730% Wes, £1.57 sl 1o 1 potnly
Narth 1430 West, €208 ok 2 ol
Marth EO"S0SS™ Wes, £3.18 jost (o 3 poloty
{Nitatls 45447 Wint, 53.62 fask 10 & palry
North T7*4430" West; 5591 ka2 pol;

. MNodh 04°0003* Wast, 47.57 haln 3 golny
Norh 1671540 Waet, 5154 o w oy

North 19737720 Weg, 6920 et & a palcy

et 3080 ot 0 5o B of Pebifa Gifan on the
Wﬂﬂthhm:ﬂn S 1y

EHAM, Mu‘-h:: -wug lu!.ﬂhtb ﬁ
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mmmlu atfoat coxdeur Bnx, e Nikiwing twtp-ane QT zotrses and

Spath 873431 Burt, 44.31 facl 1o & podng
Nk N7 0729 St 7074 fout tn s plinty
Soxth 874111 Ear, 4107 feitto 1 puings
" Sot BIRSTIY" Eank, £2.34 St br w proleth
Sacth A3TNE* Eak, 513 fistha 2 poting
Sarh 372006" Bact, 5000 Mot ko a prkay
Notth 0740'78" Exst, £3.08 fast tos 8 polnt
Nor’1 35°02/07 Euel, 4548 Pk 1o 8 poaledy
South TSI Basl, 15,57 fonlto 3 pokely
Neuthy 675298" Bust, 22,68 Faat 10  pakery
North U725'35" Bas;, 2008 st 8 peiog
North B0V Y'33° B, 2004 Fosl b 8 podnly
Norh £2°ST4I" Wt 30,67 faat s & poloy
Narth 74°A383" Wt 56,50 Ieel 10 a pololy
Nath 7572572 West, (328 foul o & piinly
Bavtls 672731* Wik, 74.AY fast 10 m potnk;
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Horth E8722'00% Wesl, 40,10 fes ts . poinly
North 34°38°73% Wiket, 45.82 fust o . palnly
Nodh 801'04* Wewt, 39,74 fatt 10 3 piiny
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EXHIBIT “2”

- METES AND BOUNDS DESCRIPTION
MONTSOMERY COUNTY MUNICIPAL UITLIVY DISTRICT ND, 126
: 220,94 ACREF IN THE
JAMES EDWARDS SURVEY, ABSTRACT NO, 190 AND THE
ELUAH COLLARD SURVEY, AUSTRACT NO. 7
MONTGOMERY COURTY, TEXARS

A293.45 ACRE TRACT OF LAND SITUATED N THE JAMES EDWARDS SURVEY, ABSTRACT NO\ 190, AND THE
ELDAH COLLAND SURVEY, ABSTRACT NO, 7, MONTGOMERY COUNTY, TEXAS, BEING THE FOLLOWING
TRACTS OF LAND CONVEYED YO HOUSTON INTERNATIONAL TRADE CENTER £.P, A CALLED 175.1768 ACRE
YRACT RECORDED UNDER MONTGOMERY COUNTY CLERK'S FILE NO. [M.C.CF NO.) 2007112579, A
CALLED 23.43 ACRE TRACT RECORDED UNDER M.C.C.F. NO. 2010074481, A CALLED 87.564 ACRE TRACT
RECORDED UNDER M.C.CF, NO. 2010074462, A CALLED 53,851 ACRE TRACT RECORDED UNDER MC.CR.
NO, 2007009290, A CALLED 23.419 ACAR TRACT RECORDED UNDER M.C.C.F, NO. 2007112578, ALL OF THE
OFFICIAL PUBLIC RECORDS OF REAL PROPERTY (O.P.R.OH.P.) AND ALL OF A CAILED 0,210 ACRE TRACT
CONVEYED TO SMISC UTILTY COMPANY IN M.CCF. NO, 2000012765 O.P.RORF. AND AL OF A 01775
ACRE, TRACT iIN M.C.C.E. NO, 2008-05258E, A 0.1383 ACIE TRACT IN M.C.CF. NO, 2008-052590, A 0.1185
ACRE TRACT IN M.CC.F, (N3, 2008-052592, A 0.1287 ACRE TRACT IN M.C.C.K, NO. 2008-0525%4 AND A
01285 ACRE TRACT (N M.C.C.F. NO. 2008-0825963 SAID 793.4% ACRE TRACT REING MORE PARTICULARLY
DESCRIBED BY METES AND BOUNDS AS FOLLOWS WITH AUL BEARINGS BASED ON THE TEXAS STATE

* PLANE COORDINATE SYSTEM OF 1983, CENTRAL ZONE, AS I?EI'ERMNID BY @PS MEASUREMENTS;

AZQINNING at 8 5/8-Inch Iron rod found on the north line of Langrire Way {§0-foot right-of-way)
recorded undar M.CCF. No, 9536930 O.P.RONP., baing the soiitheast comar of Resarve T of the
Repiat of Longmire o Lake Consoe, pist of which s recorded In Csbinet §, Sheets 161 they 163 of the
Monteamery County Map Records (M.C,NLR.);
THENCE North 12°43'59" East, along the east e of sald Replat of Longmire on Leke Conros, st 912.84
fant pataing the northesst comer of sald Replat of Loogmire on Lake Conton and the southesst comer of
Longmiva on Lake Conroa Saction 3, pist of which Is recorded in Cabinat i, Shaats 58 thyy 85 M.CMA, and
cantinuing in nll 1285.96 fest to 3 §8-Inch (ron rod found for the northaast corner of sald Longmive on
glke Gonroasaction 33
THENCE North 77°12'16° Wast, 3018,68 fost, along the narth lne of sad Longmire on Lnks Conras
Saction 3, tu 2 100D Nell found for an Interlor comer of sald Longmira an Lake Conroe Section 8, fram
which a found 5/8-inch fron rod bears South 33°23° East, 0.76 feet
THENCE Nocth 11°56"28" Eust, 565,74 feat, slong wn nterior line of swid Longmire on Lake Conros Section
3, to » 5/8-n¢h fron rod found for the northesst comer of Raserve "D of tild Longmite on [aka Conyoe
Saction 3, baing on the 201-foot contouy IIne}
THENCE along the 201-foot contour ne, the fnlloMr!gnay (50} courses and distances;
South 87°23'59" Exst, 39,75 feet to s pointy
North 60°22'00" EasY, 14.06 fest 10 a poift;
Soith BE°35'51 East, 14.40 {eet to 2 polnt;
South A4°4T'0N" East, 14.78 faxt to a palnt;
South 25°2'15" East; 23.68 feet to a point;
South 21°31'26" Fust, 40,40 feet 16 & point; *
South 24°18'S5” East, 86,88 fest 10 » point;
South 23°02'23" East, 43.48 fast to m point;
South 32°41°37" Eust, 4156 fest to a point;
South 39°04'34" East, 28.02 fuat 10 2 polnt;
South 4305'31° East, 23,55 feat to @ palnt;
South 89°57'44" Enst, 22.50 feet to # pont;
North 52°41'04" Exst, 22,08 feet to,a polnty

North 3209'28" East, 44,30 feet to  poin;
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Narth 10°10°15" West, 36.41 feet to u point;
North 09"26'25" Wast, 4554 feetto u polnt;
Narth 15°23'27" East, 43.59 fest ta 3 p;lnt;
North 11714'01" East, 48.40 faet 10 & polnt
Nortts 13°00'46" Enet, 2125 fest to § point;
North 10°49'35" East, 80,79 feet to & point;
Novth 22°19'05" Exst, 12.24 feet 0 & poink;
North 5§*33'18" East, 11,79 feck to 8 polnty
South 80°41'18" East, 26.94 faet to a polnt;
South 63°1535" Fagt, 3175 fextto a point;
South 5675925 £amt, 57.54 fast to 2 poind;
South 59°37'32° East, 54.26 fost to A poig
South 59°24'03" Eact, 33.57 feetto A polny
South 57°44'53" East, 37.89 faet to R point;
South SB'14/18" East, 35.57 feet o @ polnt;
South 59"55'00" East, 46,09 feat to a polnt;
South 50'39'40" Enst, 31.93 fust to x polnt;
South 81°19'12" East, 21.58 faet to 2 point;
North 34°31108" East, 20.55 teen::l éolm;
Narth 13°3943" East, 23.19 feat to @ point;
Noth 27°38'55" Wast, 25,09 fest 1o » potoy
North 45°59'51 Wast, 3129 fastto  paint;
North 38°24'58° Wast, 41.42 fast to A pointy
Narth 41°1104" Wegt, 42,03 feat $o 8 polnf
North 52°44'02" West, 37.78 fest to s polnt;
Notth 47°31'18" West, 36,84 feet to n point;
North 52°00'12" West, 68.46 feat to a polnt;
NorthS4%7'80% West, 53.57 feet to 1 poin;
Narth 50°14'58" Wast, 43,08 feet to lpoht;
Horth 50°50'55% Wast, 63.33 fe;ttu a pokit;
North A5*4€'93" Wast, 5382 Fuet to 2 polnty
North 17°44'30" Wase, 55.91 feat to a polrrt;
North 04700'09" Wast, 43.57 feat tn 2 point;
North 16°1540" West, S1.84 feet to 3 point;
North 15°2723" West, £9.20 feen-nlpoht;
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North 09°53'22" East, 38.80 fest to 8 point on the sauth fine of Pebble Glen on the Lake, piat of
which ls recorded In Cabinet N, Shaets 125 thru 128 M.C.M.R,;

THENCE South 81°2'22" East, at 10,00 feat passing a 5/6-Inch Irom rod with cap stamped "EHE.BA. 715-
784-4500" set for rafecence, and continuing in ull 849,60 fest to w 8/K-inch Iron sod found for the
sotitheast cornae of sald Pebble Glen on the Laks;

" THENCE Nerth 11°49'44" Enst, wlong tha sust Mne of sald Peblila Glen on the l'ske, st 100157 fast passing
8 5/8-frich tron rod found For tha northeast cornar of ssid Pebble Glan on mn Luke, ahd continuing tn alt
102269 faet to & point on the 204-faat tontotir Bne} R
THENCE slong the 2014cot contaur ine, the following twenty-ons {24} courses and dstunces: )

South 87/34'21" Enst, 44.31 feet Yo w poiny '
North 35°18'39" ENI, 202,75 feat to a poing

Sauth 87°41'11" East, 4182 feel 0 a polnt;

South 83°57°21" Ewst, 5234 feat to n polit

South 83"58'25* kast, 5115 fest to u polnty

Sauth %7°20'06" East, S0.00fwet to a pomt;

North 85°40/28" Eest, 42.06 fent to » poiny

North 2902'07" East, Mfeit!ou‘ pointy

South 83°89"11" fask, 15.57 (et W « point;

North 57°92'38" Est, 22.65 fast tn 2 powty

North 02°29'95 East, 28.08 feet to a point;

North 00°10'32" East, 29.04 fset to a polnt;

Narth 67°35'40" Wast, 30.47 feetto w point;

North 744323 Wast, 56.56 feat 10 w poin;

North 75°25'23" Wast, 45.28 featto a polat;

Sauth B8'37'91° Wast, 7443 fect 10 & point; -
Nbtth 53°28'00" Wast, 40,10 faet to a poltk;

North 24°38'53” Wast, 45.92 fest to 2 point)

North 86°05'04" Wast, 58,74 fast to w point:

North 79"31'57" West, 49.92 fast to & point; .
South 63"45'28" West, S3.47 fuat to 2 podat on the sast Iine of Calfee Road {50-foot rigit-ob-way)
racorded in Volume 632, Pagu 201 and Volume 640, Page 139, both of the Montgomary County
Dead Bacards;

THENCE North 11°31'90 Sast, 229.45 feat aiong the sast fine of sxid Catfes Road 1o 2 4/2-inch fron rod
., Tound, bulhg the southwest corner of the aforementioned 23419-ucra tract;

THENCE In & northerly dirsction miarg the commehs ine fsakd Calfee Rond and satd 29.415-scre tract, the
following three (3] commes und distances:

Nerth 21°10'19¢ East, 89,90 feat to a PK Nall found,

torth 51°27'01" Rast, 105,82 faet to a 5/8-Inch iran rod fotind;

North 1247'08° East, 528.18 faet to a point an the southwast comer of Lsague Une Road (60-
foot-ight-obway) recorded tn Volumn 823, Page 102 and Vokime 2049, Paxe 871, both of the

Montgomery Couaty Dasd Records from which a 1/2-nch Iran tod with cap stamped “Jeff Moon
RPLS £535" found Jor thes most wasterly northwast comer of sukd 23,410 acre tract;
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THENCE South 76°35'07" East, at 98.85 feet pesving # 5/3-inch ltan rod with cap stumped “leff Mooa RMS
4538* found for the comer of sald 28.959-acre tract, end conmu!naln anmmmmmm
Jne of sald Leagus Line Roed to w 5/8-nch ron rod found;

THENCE South 77°15°32" East, 530,27 fest; continuing along the south line of Lesgtie Lina Road, to 1 5/8-
Inch ron rad found {bent), belng the northesst comaer of said 23.419-3cre tract; -

THENCE South 12°05'43"° West, slong the east Hinm of said called 23,519 acre tract, ‘at a distanca of 484.50
feet pass & £/8-kch fron rod found, and continuigs total of 48318 fest to a point k) the north line of s
called 121,838 were tract macordad In Volume 458, Fage 131 M.COR.;

THENCE South 77°02'20° East, 2149.46 fest £0 #a on strap oind on the esst the of Longmire Roed,
baing the northeast comer sald 28.43-acca fract and the northwast corner of a called 58.75acre tract
racorded undar MLC.C.F. No. 9801554 O,P.RO.R.P.}

THENCE South 12"13'48" Waest, slong sail Longmira Road and Longmire Way, ot 428.53 feet passing 8
Vadineh fran found for the commen east comer-said 78.43-acte tract, and sakd 33.862-acre tract, ot
074,23 Jeet pasving 1 1/2-Inch iton rod found for the common «ast corner of sald 33.861-acra tract and

" suld 87.584-ncre tract, and cantinung [ ¢l 379825 Fest 10 3 PK Nall fotind for the southeast cornar of

$¢ 37.5684-ncre tract and the northeast comer of Camaltie Subiivision Sectioh One-Final Pht, recordsd In
Cabinat Z, Sheats 63-65 M.C,M.R.3

THENCE Notth 77°55'5° Watt, 2280,27 fuat, alang the common Ime of said 37,364-acre tract and seld

26.5516-acve trncy, 20 4 1/2-Inth iron red foupd for the cominion west comar of 5ald caled 97.564 acre

tract and sald called 25,5514 ners trach;

THENCE South 12°00734° West, 507.56 faet to a 3/4-fnch Iron pipa found Jor the southwest corner of mid
called 265516 mow tract and the nocthwest comer of The Estates of Longmire on lake Conros, »
subdivislon of racord In Cabinat H, Sheats 928, 83A-8 MM,

THENCE South 21°12'28" West, 1416,53 feat, slong the west linz of sald Tha Estates of Longmirs on 1ake
Conroe, Yo m fenca cormer on the north (ne of the afaramentioned Longmire Way, being on the m ofa
non-tangent curve to the right;

THENCE {n & westerly divaction, alpng the north ihe ofsn{d Lohgmire WIy, tha following six {6} courses
and distancas: A

Along the arc of suld roatangent curve to the right having = radius of 1990.55 faet, a centrsl
angle of 05°37'53%, an arc length of 195,62 fast, and » chord bearing Narnth 74°3%'58* West,
195.55 feat to a 5/8-fnch Iron rod found at & point of raverse curvature;

Along the are of sald curva to the Jeft faving a radius of 824,29 feet, a cantral angiu of 14"21°06",
an arc [ength of 208.47 feat, and a chord bamrdng North 78755'35" West, 205.93 fext to a 3/8-inch
Iran rod found at a palnt of reverse cunvature)

Along the are of sald curva fo the right baving ® adiuc of 1499,91 fest, 3 cantral angie of
0728'48", an arc Jength of 194,20 feet, and a chord bearfng North 22‘21'44” Woest, 195.86 fast
0@ B[Mnd:kmmﬂoundfomnunnv- ’

North 78'37'24" West, 386,85 fest to e 1/2~inch Ivon rod found at lhebegvmln; of a curva to the
lofty

Along the arc of safd curve to the Jsft having & radiur of 271489 fest, o central zngle of
04*16"15%, an arc length of 202.14 feat, antd 8 chond bewring North 80°45'28" Wast, 202°D5 feat
1o # 1/2-nch iron rod found at 3 polt of twverse curvature;

Along the arc of sld cisve te the right having ¥ radius of 1957.82 feet, a central wngla of
05"38'44", an arc (ength of 196.8S fest, and a-chord baaving North 80°04*13" Wast, 196.77 feet
ta the POTNT OF BESINNING, and cortaining 293.49 acres of land,

22.52 ACRETRACT:

A 2252 ACRE TRACT OF LAND SINUATED IN THE GLUAH COLIARD SURVEY, ABSTRACT NO. 7,
MONTGOMERY COUNTY, TEXAS, BEING THAT SAME CALLED 22,520 ACRE TRACT DESCNIBED IN DEED TO
HOUSYON INTERCONTINENTAL TRADE CENTER, LP. RECORDED IN M.CCF. NQ, 20120804 QF THE
OFFCIAL PUBLIC REGORDS OF REAL PROPERTY; SAID 22,52 ACRE TRACT BEING MORE PARTICULARLY
DESCRIBED BY METES AND BOUNDS AS FOLLOWS WITH ALL BEANINGS BASED ON THE TEXAS STATE

+  PLANE COORDINATE 5VSTEM OF 1683, CENTRAL JONE, AS DETERMINED BY GPS MEASUREMENTS;

-

2081 Acres
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BEGMNING &t 2 1/2-inch fron rad with cap stamped “CITY OF CONROE" found ¥ the touth line of League
Uine Road {120-foot width} recorded in Volume 1043, Pege 577 of the Montgomesy County Dead Racosds,
breing at the north end of & cutback at the friterssction with the wost line of tongmire Road (prasoriptiva
6oW);

THERCE, South 37°48'24" East, slong s3ld anthack, 14956 feet to & point for comer h the west fine ofnld
Longmire Koad;

THENCE, Sauth D7°2040" Waat, along the west tine of said Longrire Roac|, 355.75, feet to & 4/2-inch kront
ved with cap stamped “CITY OF CONRCE” found for corner in the north Ene of & caliad 23.48 sore tract
raconded under Montgomary County Cerk's Fila No. 2006102070 of the Officiyl Pyblie Records of Rasf
Propanty;

THINCE, North 77°02°20" W, along the narth Gne of sald 2343 ace tragt, 207330 feat to a 3/8nch
Iron rod with cap stampoad “Moyer Surveying 5856° found, belng tha southesst comer of » celied 28,534
216 tract recorded under Montyomery County Clari's File: No, 2007112578 of the Official Public Records
of Res} Property fram which a 2-inch lron plpa found bases South 1172951 West, 11,09 fest, wn fion

wvap found bears North 77°0220° Wast, 140,10 feet, and 2 5/34nth Won rod found bears North
u'ss':e"wmamw,

THRNCH, North 12°08°%3" East, along the sast line of sald 23.634 acre tract, 470:04 faet to a 5/8-inch Iron
rod with cap starped YCITY OF CONROE® Faund In the south Nine of sald Lengtt= Ling Roxd from wikch »
5/8-{nch (ron tod found bant baars North 1290943 Esst, 14,24 faety

* THENCE, South 77°58'89 East, along thasouth Ine of said League Ltine lold. 1.925 96 feat to the POINT

OF BEGINNING contalning 22.52 acres of land,

13.80 ACRR TRAGT:

m
{2

]

w

{5}

A 12.90 ACRE TRACT OF LAND SITUATED IN THE JAMES EOWARDS SURVEY, ABSTHACT NO. 190,
MONTGOMERY COUNTY, TEKAS, BEING ALL OF A CALLED 13.895 ACAE TRACT CONVEVED TO HOUSTON
INTERNATIONAL TRAOE CENTER LF. RECORRED IN M.C.C.F. HO, 20112050563 OF THE OFFCIAL PUBLIC
RECORDS OF REAL PROPERTY {O.PR.ORP.); SAID 15.90 ACRE TRACT BEING-MORE PARTICULARLY
DESCRIBED BY METES AND BOUNDI AS FOLLOWS WITH ALL DIARINGS DAILD ON TIIC TEXAS STATH
PLANE COORDINATE SYSTEM OF 1083, CENTRAL ZONE, AS DETERMINED BY GPS MEASUREMENTS;

NEQINNING at the horthwest corner of Camelllz Subdivision Seetion One-Final Plat, recorded in Cablnet 2,
Sheats 63-65 M.C.M.R., being In tha south {ine of & calfed 37.564 acre tract describad in M.C.CF. No.
2010074462 0.PRONPS :

THENCE, with the westetly lina of said Camallla Subdivision, the following ﬂneun (15} calrses and
distaposs:

South 37°06'37" West, 73.42 fast to the potnt of curvatura to the ighty -

With seld curve to the right Having o fadha of 25,00 fent, a central angle of 95°59'33%, an sre
length of 43,63 fest and a chotd beuring of Seuth 87'05‘23'\”0!,3&80 faet to & 60D Nail found
for corners

" South 41°44'23" Waest, 60.26 feet i 3 point for corner, baipgIn the arc oh nop-tangwnt curve to
therighty

With sald nondangeit curve o the rght bviag a radius uf:s.oufm. 1 umml anghe of
117°53™7", an arc length of 49.26 faet and a chord bearing of South 00°21'49" Eaxt, 41.57 fant to
npdmforwmer‘,

South 27°08'18% Eust, GDT6 fert to m polnt for corner, beRig In the art of a non-tengent curve to
the sight;

With saM nop-angent cuve to the right heving 2 radius of 30.00 feet, & central angle of
1241527, mmlmnhofﬁsmfeetnndadmordbetmlofNoIﬂlE'ss'as"Est,samfutm
the point of reverss curvature;

With sasdd revarse curve to the Jeft having & radiuy of 350,00 faet, a central ungle of 11%14'53%, an
are fangth of 64.78 fpet and a chord bearing of South 53°30108" Exit, 645 feat to 8 GOD Nall
found for cormer; .
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{13}
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{18}

a2

Texns Regletretion No. 5708 .

With aald reverse eurva to the right having a radius of 25,00 feet, a central angla of $1°28'5", an
arc length of 95,52 fest and & chord buaring of South 24°25'42" Eut, 82,60 feat to a GOD Nuil
found for corner;

South 16°15'53" Wett, 17.07 feet to & 60D Nefl found for cother;

South 08*14'A0" West, 39,50 fuet to w 500 Nal found for cornery

South 00711'47" West, 21.48 feet to a pointfor corner;

South 03720/09" West, 36.94 feet to a point for cornen

South 062321 West, 2030 faet to & point for carnern

South 09°14'59" Wast, 59.95 feet to a puint for comen

South 12°0637° West, 99,93 feat to the southwest carner of suld Camellis Subdivision balngIn

the north lins of Tha Estatas of Longmire an Lake Conros, plat of which bs recorded In Cabinat H,
Sheats 928, 93A, 938, wnd D4A M.CMR.

THENCE North 77°54'41° Waat, 1252,50 faatto a 34Hnch iron pmfnlmdfwtha northwest corner of
i The Estates of Longmira on Lake Conroe;

THENCE North 12°00°34" East, 507.56 feet ta & 1/2-nch Iron rod found for the sautiwest corner of
saMd caffed 37.564 acre tract;

THENCE South 77°58'45" East, with tha south ine of sald callad 57,564 acya tract, 1165.31 foet ta the
PFOWNT OF BEGINNIRG, and contalning 13.90 scres of kmd.

233,49 ACRES + 22.52 ACRES + 15.90 ACRES = 329.81 ACRES
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EXHIBIT "E"

COMPROMISE AND SETTLEMENT AGREEMENT
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This Compromise and Settiement, Mutual Release, and Amendment and Restatement of
Operations and Maintenance Agreement (the "Agreement") is entered into effective as of
January 1, 2016 (the “Effective Date") by and asmong MONTGOMERY COUNTY
MUNICYPAL 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 ("Aqua Opeations"),
AQUA DEVELOPMENT, INC., a Texas corporation ("Aqua Development"), and AQUA
TEXAS, INC., a Texas corporation (Aque Operations, Aqua Development, and Aqua Texas
sometimes referred to collectively herein as "Agua".) (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 Maintenance Agreetent dated
January 18, 2008 (but effective pursuant to its terms on December 10, 2013), by and between
David B. Hendricks ("Hendricks") and Houston Intercontineptal Trade Center, Ltd,, a Texas
limited parmership ("HITC") (Hendricks and HITC referred to collectively herein as
"Developer™), on behalf of the then-proposed District, Aqua Operations and Aquas Development,
ag subsequertly 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 "Qperations Agreement"), a copy of which is attached hereto as Exhibit
A", 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
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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 issuahce of water
Certificate of Convenience No. 13203 and sewer Certificate of Convenience and Necessity No.
21065 (collectively referred to herein as the "CCNgs") to Aqua Texas, granting to Aqua Texas the
exclusive 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 Agticle V of the Operations Agreement, Aqua Development
agreed to take any and all action required 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 inferests 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 CCNG, assign all rights, title, and
interests in and to the CCNis 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 ferm commenced on December
10, 2013 upon the assignment of the Operations Apgreement by the Developer to the District; and

WHEREAS, during the first twe (2) years of the initial term of the Operations
Apgreement, 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 terms of the Operations Agreement, whereby Aqua will
cease providing operations, maintenance, 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 end valuable
consideration, the sufficiency of which the Parties acknowledge, the Parties hereby agree as
follows:



Section 1, Incorporation of Recitals. The recitals set forth above ate true and cotrect and
ate incorporated herein for all purposes,

Seoction 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 writfer: or oral agreements between
the Parties respecting the within subject matter, which are of no furtber force or effect.

enernl St ntent. The District and Aqua hereby acknowledge that,
at the present time, Aquahas the excluswe right to provide retail water and sewer services to the
CCN Property within the District. The Distriet acknowledges that it conld 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 Propetty or the release of the CCN Property from the
certificated area of said CCNs. The District and Aqua hereby acknowledge that the
consideration provided to Aqua pursuant to this Agreement shall effectively comstitute the
purchase price for the CCN rights relative to the CCN Property.

for the componsatlon to be pmd by the Distriot to Aqua as set forth in S_gﬁmg_l,_of this
Agreement, Aqua agrees that it shall take any and all action required, at its sole cost 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 CCNe relative to the CCN Property (the "Assignment™)as soon ag
reasonsbly possible. Aqua shall properly file the application for the Assignment (the
"Application") within sixty (60) days of the Effective Date of the Agreement, and shall diligently
monitor and pursue the approval of said Application at the earliest possible time. In conneotion
therewith, Aqua shall respond timely to any and all mquosts from the PUC relative to the
Application and the Assignment, and shall further take any and all acitons required of it to ensure
the timely and successful approval of said Application and Assignment by the PUC.

In order to facilitate completion of the Astignment, 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 Application or the Assignment.

A : ss. Ap of the Effective
Date hereof, Aqun shnII cease pxovxdmg opexatmns, mmntcnance and mapagement services to
the District and shall have no further obligations under Article II, Article IV, or Articlo V,
Section (A)(1) of the Operations Agreement. Aqua hereby acknowledges that the District will,
as of the Effective Date, employ another enfity or entities during the Term (as defined below) of
this Agreement to perform such services (the "New Operator”) on the District's bebalf, Aqua
shall work in good faith and use all reasonable efforts to assist the District and the New Operator
in this transition. Accordingly, Aqua agrees to provide the District and the New Operator with




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.

Section 6. Releage of Aqua. The Distriet, for itself and on behalf of ifs past and present
successors and assigns and all other persons, natural or corporate, in privity with them, or any
oge of them, separately or severally, hereby releases, acquits, and forever discharges Aqua, its
officers, directors, legal representatives, personal repregentutives, agents, consultants (inclnding
its attorneys, audifors, and bookkeepers), insurers, successors and assigns, and all persons,
nafural or corporate, in privity with them, or any one of them, separately or severally, from any
and 8ll claims, debts, demands, confracts, agreements, damages (mcluding 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 kind whatsocver, 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 indepmification, whether known or unknown, that are based upon, or
in any way earise from, or is in any way related to, whether dircctly or indirectly, Aqua's
obligations under the Operations Agreement, related to the period from January 18, 2008 to
December 31, 2015 (the "Relovent Pexiod"). Without limitation, this release shall include all
claims against Aqua which could, should, or might have been, or be in the future, asserted by the
District that are in any way related to Aqua's obligations under the Operations Agreement related
to the Relevant Period. However, nothing in this Agreement shall be construed to release Aqua
from any of its obligations relative to Section, 4 herein unitil the Assignment is complets.

Section 7. Release of the District. Aqua, for itself aud on bebalf of its past and present
succeszors and assigns and all other persons, natural or corporate, in privity with them, or any
one of themn, separately or severally, hereby releases, acquits, and forever discharges the District,
its officers, directors, legal representatives, personal representatives, agents, consultapis
(including its attomeys, auditors, and bookkeepers), insurers, successors and assigns and all
persons, natural or corporate, in privity with them, or any of them, separately or severaily, of and
from any and all claims, debts, demands, contracts, agreements, damages (including
consequential damages, damagos related to loss of business opportunity or business inferruption,
or damagos related to loss of reputation), attorney's fees, costs, actions, causes of action, or any
other liabilities of any kind whatsoever, both in law or in equity, whether based upon tort,
coniract, extra contractual claims, implied or express agreements, or any other theory of
recovery, including contribution and indemmnification, whether known or unknown, that are based
upon, or in any way arise from, ot is in any way related to, whether directly or indirectly, the
District's obligations under the Operations Agreement related to the Relevant Period. Without
limitetion, the foregoing shall include all claims against the District which could, shoald, or
might have been, or be in the future, asserted by Aqua that are in any way related to the District's
obligations under the Operations Agreement relaied to the Relevant Period.



Section 8, Futye Claims. Nothing herein shall be construed to release any Party from
Liability for any action (or inaction) that accurs on or after the Effective Date and that constitutes
a breach of this Agreement.

Section 9. No Assignment of Claims. As a further material inducement to each Party to
enter into this Agreement, the District and Agoa warrant, each to the other, that no assignment,
transfer, conveyance, or other disposition of any claims, demands, causes of action, obligations,
damages and lisbilities 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 Hability being herein expressly
denied, Further, this Agreement shall not be construed ag an admission of the truth or
cotrectness of any claim assested by any Party heteto.

Section 11. resentati d Warranties of isfrict. The Distriot hereby expressly
warrants and represents to Aqua that:

A, The District is legally competent and fully authorized to enter into the
agresments and obligations in this Agreement and to execute this Agreement in the capacity or
capacities in which fhis Agreement has been executed and no other action, approval,
awthorization, or signature is necessary or reyuired in couuection therewith;

B.  The District's execution of this Agreement in the capacity or capacitics so
executed will not violate any provision of any instrument to which the 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 oppottunity 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 auyone acting on behalf of Aqua, except as is exprossly stated in this
Agreement.

The District expressly acknowledges and understands that the mpresamationsfand
warranties set forth above have been made as & material inducement to Aqua to enter into this
Agreement, and that Aqua would not have entered info this Agreement but for each of such
reprosentations and werranties being made.

Section 12. Representations ap arrantios of Agua. 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 signatares ate necessaty or required in connection therewith;

B. Aqua is the owner of the CCNs and has the legal authorily to prepate,
submit and pursus to completion the Application and Assignment of the CCNs to the District,

C.  As of the Effective Date of this Agreemerd, 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 Apreement in the capacity or capacities so
executed will not violate any provisions of any contracts, agreesments, partnership agreements,
partnership resohutions, 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 aftorneys 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 understands 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 District would not have entered into this Agreement but for each of
guch representations and warranties being made.

Section 13, Survival. The representations, warranties, and covenants set forth in Section

6, Section 7, Section 9, Section 11, and Sectiony [2 herein shall be deemed to be material and
continuing, shall not be merged, and shall survive any tezmination of this Agreement.

Section 14. Texm. The term of this Agreement shall commence on the Effective Date
and ond on November 30, 2038 (the "Tetm™).

Section 15. Compensation for CCN Rights, In consideration for Aqua's Assigrment to
the District of its CCN rights relative to the CCN Property, as described in Section 4 herein, the

District shall pay Aqua $10.00 per Connection per month (the "Monthly Rate") on or abont the
fiftsenth (15%) day of cach month of the Term of this Agreement (the "Monthly Payment®),
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except as otherwise speoifically set forth in this Agreement, The term "Copnection” shall mean
each. separate connection made to the District's water distribution and sanitary sewer collection
system (collectively constitnting one (1) Connection) from a completed residential ox
commercial structure that is habitable ahd 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 be a Connection until the District has actually
commenced providing said services to such structure.

With each Monthly Payment, the District shall submit fo Aqua a copy of the previous
month's Operator’s Report as presented at the District's regular monthty meeting of the Board of
Directors of the District, which shall include the total nmuber of Connections used to calculate
Agua's compensation hereunder.

Section 16. Initial Payment. Notwithstanding any provision herein to the contrary, the
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
described in Section 4 herein (the "Interim Period”). Monthly Payments payable to Aqua
hereunder shall accrue during the period between the Effective Date and the date 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 “Initiaf Payment"). Duaring the Inferim Period, the District
shall set aside the amounts that would be due to Aqua as Monthly Payments each month and
shall bold all such amounts to be paid collectively as the Initial Payment. The District shall pay
the Initial Payment to Agua within 30 days after the first meeting of the Distri¢ct's Board of
Directors occurting after Aqua has completed the assignment to the District of its CCN rights
relative to the CCN Property. Thereafter, Monthly Payments shall be paid as set forth in Section
15 above,

Section 17. Late Payment. The District agrees to pay interest to Aqua at the maximum
tate that may be charged to a political subdivision under Texas Government Code § 2251.025,

not to exceed ten percent (10%) per anmum, for all amounts remaining unpeid forty-five (45)

days after the applicable due date. Interest shall accrue from the forty-sixth (46™) day following
the date payment is due until the date payment in full is made. Further, in the event of & dispute
ot 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 (31") day
following the date of final resolution of said dispute.

Section 18. Accelerated Payment. At eny time during the Term of this Agreement, the
District, at its sole option, may terminate this Agreement by paying Aqua the "Accelerated
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
streatn of revenues remaining through the Term of this Agreement, as described herein,



discounted back to the effective date of said termination. The Acceleratod Payment may be paid
by the District from any lawflly available funds of the District.

The "Accelerated Payment” shall be calculated by multiplying the number of then-current
Connections within the District, plus the number of Remaining Projected Connections (defined
below), by 50% of the Monthly Rato, and then multiplying said figure by the number of months
remaining under the Term of this A,gmumm:, and discounting said total sum back to the effective
date of termination. The "Remaining Projeots gctiong” shall be calculated by subtracting
the number of then-current Commections from the tobal 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 performed or the projected ultimate 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, coramencing on
Jannary 1 of the year following the year of fermination. 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 caleylating the Accelerated Payment
herounder at (he rate of sixty (60) Connections per year, commencing on January 1 of the year
following the year of termination.

The total projected revenues remaining through the Term of this Agreement as calculated
beredin shall then be discounted back to the effective date of termination using bankers days and
the yicld 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 moonth in which the Parties deteymine that the
calculation of the Accelerated Payment must be performed.

Since the District may be required to sell bonds to generate the fonds required fo 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 eamn
interest on the wnpaid amount of the Accelerated Payment from the effective date of the
termination of the Agreement to the date of full and final payment of the Accelexated Payment at
the Discount Rate established above.

The Payment to Aqua of the Accelerated Payment pursuant to this Section 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 exscuts any reasonable documentation requested by
the Distriot to evidence same, 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 defunlt, but all remedies, existing at
Iaw or in equity, including, without limitation, specific performance and mandamus of Aqua's
obligation pursuant to Section 4 hereinabove and the District's obligations herein, may be avaﬂod
of by either Party and shall be cumulative.

Scction 20. No Modification of Prior Invoices.  Unless otherwise agreed by the
Partics subsoquent to the Effective Date hereof, the Patties agree that there shall be no
modification of any prior invoices or amounts due from the District to Aqua for 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. Amendment. No alteration, modification, or amendment of this Agreement
shall be made except in writing and signed by the District and Aqua Texas.

Section 22. S Assigris. This Agreement shall be binding upon and shall
inure to the benefit of w.oh of thc Partms hereto and their respective successors and assigns.
Howuver, each. of the Parties shall be given thirty (30) days written notice of any assignment of
this Agreement by any Party hereto.

Section 23. Texas Law Venue. This Agreement shall be construed under and governed
by the laws of the Stats of Texas and venus shall be in 4 court of appropriate jurisdiction in

Montgomery County, Texas.

Section 24. Captions. The section headings or paragraph captions hercin are used for
convenience of reference only and not intended to define, extend, or limtt any provision of this
Agreement.

Section 25. Counterpatts. This Agreement may be executed in any number of
counterparts, and such counterparts may be transmitted by facsimile 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 courderpart.

Section 26. Severahility. If any provision of this Agreement shall be held invalid or
unenforeeable in any respect, such invalid or unenforceable provision shall be deemed severed
herefrom and the balance of this Agreement shall remain in full force and effect and not be

affected thereby.

Section 27. Notice. Any nofice or demand required or permitted to be given under the
terms of this Agreement shall be given in writing by cettified or registered mail and addressed to




the Party for whom intended at its then address of record and such notice shall be desmed 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, Pregident

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

Board of Directors

Montgomery County Municipal Utility District No. 126
¢/o Schwartz, Page & Harding, L.L.P.

1300 Post Oak Boulsvard, Suite 1400

Houston, Texas 77056

Attention: Abrahmn Rubinsky

g : bt TheDmﬁmtanquuaagxeethatthls
Agteemmt oanstltutes an agreememt fm pmvlding 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 successor 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 thereof, the District bereby
waives any constitutional, statutory or common law right to sovereign. ox governmental imounity
from liability or suit and expressly consants to be sued and liable to the extent necessary for the
Agqua to enforce this Agreement, but only as to Aqua and this Agreement.

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

[SIGNATURE PAGES FOLLOW]

10




¥ .
AGREED TO and ACCRPTED this J‘_’L day of_Decenber 2015, by:

AQUA OPEEATIONS, INC.,
a Delaware corpotation,

"Aqua Operations”

THE STATE ORTEXAS §

COUNTY OF Mostamony §

st
‘This Agreement was acknowledged before me on this J I day of Alecember
20,&5_, by Robest L. Laughman, President of Aqua Opezations, Inc., a Delaware corporation,, on

. behalf of gaid cotporation N@—/
Notary Pablic inl the
Stats of TEX A

(SEAL)

——
o

&
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AGREED TO and ACCEPTED this 31" day of lecembey 2014, by:

AQUA DEVELOPMENT, INC., a

A Ll

Name: RJbett L. Laughm
Title: President

"Aqua Development”

THR STATE OF TEXAS  §
§

counTy o feattonceys

This instrmoent wes acknowledged before me on this 3 day of ﬂgccné‘[ R
201§, by Robert L. Laughman, President of Aqua Development, fac., a Texas corporation, on
behalf of said corporation.

o W.A, CALLEGARY, JR,
g%} Nowry Public, State of Texas

My Commission Expifes
May 18, 2017

o et g S e o
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AGREED TO and ACCEPTED this §!” day of flecember , 2015, by:-

AQUA TEXAS,INC, a
Texas corpotation

By:
Name: Robert L. Lau,
Title: President

"Aqua Texas"

THE STATE OF TEXAS §

§
COUNTY OF Mg’ra._my §

*
This instrument was acknowledged before me on this 3! day of fecembe |-
zo_lé by Robert L. Langhman, President of Aqua 'Texas, Fuc., a Texas corporation, on behalf of
said corporation. g

e _ CALLEGARS, SR : A ‘
# ) No,rff pu%%’é, smz;E :& Toxas Notary Publiqin the
2 Commission Expites
MY oy 18, 2017 Stata of TE
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AGREED TO and ACCEPTED this 12" day of Dewwoer 2014 by:

MONTGOMERY COUNTY MUNICIPAL
UTILITY DISTRICT NO. 126

By:
President, B of

"Distriot"

THE STATEOF TEXAS §

§

COUNTY OF HARRIS §
This instrument was acknowledged before me on this Jorh day of Decesyer , 2015,
by Gary Calfee, President of the Board of Directors of Montgomery County Municipal Utility
District No, 126, a political subdivision of the State of Texas, on behalf of said political

the State of TEX A S

399919
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4. Conroe s propossd to extend water distribution and sandtary sewer collection
Iines to the Distriot's boundary and to provide the water supply and wastewater
trontment sccvices (o the District fhr resals to the future customees of the Distrint,

5. Developer plans fo conatruot, on behelf of the District, a water dixtribution system
and & sanitary wastowster collection and op gystem (fnchiding Hft
stations) and storm water system (cbllectively, the “Systam™) to serve cnstoraecs
of the Distrot, end is derirous of obtaining servioss for the competmnt operstion,
maintenance, amd mansgement of the Systam.

6.  In oonsidexation for AQUA DEVELOPMENT"Y assignment to Developer of ifs
CCN tights relstive to ths CON Propexty, and other good apd veluable
oonsiderstion between the Partioe as sct fhrth hersin, Developer (on behalf of the
Diafriof) deeires to enter into this Agreement with AQUA TEXAS to provide for
the operation, maistenance and mansgement of the System,

7. AQUA TEXAS is desicows of providing opamstions, muintenmce, and
manegement sorvioos to the District,

8. Developer, on behalf of the District, zod AQUA &ro desirons of antering into &
" definitive agresment puxsvsnt to which AQUA DEVELOBMENT shafl xelbixtalds
its right to provide retail water and sower services to the CCN Propexty and
AQUA TBXAS shall operste, msintaln and managoe the Syetem on bobalf of the
District.

NOW, THHRBFORRE, FOR AND IN CONSIDRRATION OR THE otsal promises,
benefits, chvanants sod oonsiderations hereinafter set forth, the sufficiency and adequaocy of
which 19 hereby acknowledged, the Partios harelo agree sz follows;

ARTICLE L GENERAL STATHEMENT OF INTENT

Developer and AQUA hoeby nokmowledge thet, ot the ptosmt time, AQUA
DEVELOPMENT has the exclusive right to provids retail water and sewer ervices to the CON
Property that is proposed to be included within the District. Developer acknowlodges that the
proposed Distsict coisid not provide water supply and westewater trestment secvices to the CON
Propesty without AQUA DEVELOPMENT's assigimicat o it of ite CCN# relative to sald CON
Property or ths relegse of the CON Propedy fiom the oartificated mea of sajd CCNs. Developer
and AQUA. bareby ackuowledge that Gis considerstion provided to AQUA TEXAS purwaant {o
this Agreement shall effectively constituts, in addition to payment for operations, maintensucs
?WWMumemammmmmmmmhﬁw

m!

143719-2 »2n

-

———— b vt




— e m -

ARTICLEXY. SERYICES
In oonsideration for the compensation to be paid o AQUA TEXAS s sct fxth in Artlcls I

lwveunder and other pood and vaimable considatstion to AQUA TEXAS herounder, AQUA.
TRXAS shall provide the following secvices to the Distdot:

A, ADMINISTRATIVE SERVICES

1

2.

1487152

Ormnizaticn.  AQUA TEXAS, shall administer the work, activitiss, and
opexstions of the Systemn in acoordsnce with the items in this Agroement.

Pegsonnol AQUAmXASMpmﬂempm&imdpﬂm Syvtem

and/ox operators siall be Heensed ox omtified by the sppropriste state
govermmental anthorify, Aocoimtiug, bifling, and field persaumol «hsll bo trained
to be profossionsal and courteous in deafing directly with the Districte onstomers,

Trsining. AQUA THXAS shafl provide adequate training for all employees to
ensure ity pasonnal e qualified to provide all necesaxry sexvices to the Distriot
hexenmder. Speciiically, all System supervisors and operators shall attend a state
carfified or approved water or wastowsior trining course af least once each yoar
ot othorwisa reoeive a minipum of 20 hots of ftaining exch year, to the greatest
extent practicabls,

Start Up, When first assuming operations management of the System, AQUA
TEXAS dhall:

8, Bater into and maintain in oomputer progoam all of the
Distrfot's customer snd Reio Order information noosssary to provids
monthly biflings to the Distelot's customers,

b Yaventory and maintain a Hating of all of the System equipment, inclading
rosmnfioturer's modef and.serial mmbes, motor frame numbecs and other
such dats as required fo provide iramediate information for the Schedufad
‘Maintananoe Program and repair or replioement of the System oquipment.

e Agsist the Distret fn preparing o Rate Order and, upon request, analyzs the
existing Rate Order snd budgst for adeiuacy and consistoncy.

d. Assiat'inmeptepm(ion of sn. athug] opersating budget fox fhe Distriot,

AQUA. TEXAS shall utilize an appropriate program
that mcorporates equipment manufictrer's recommendations end the Syﬂem
equipment inventory and any additional dixectives from. the Board of Dixsctors of
the Disteict and/or the Distdots engineer to gensmts mainteanasce schedules, The
resulting monthly acheduls shall et the specific System oquipment to bo serviced,

. s e m——
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10,

11,

12,

13.

14,

143719-2
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the detailed service procedure, specifisd oil or greass to be used, if applicable, and
a history of ssrvice, malutenance and replacements.

24 Houe Servigs. AQUA TBXAS chall mainfatn 24 hour felephone and dispaich
mhovﬁthqwiﬂedpmmelmrupondbmew“-mmbm
and oqulpment mslfimotions, - - - -

: hone Alscm. AQUA TBXAS shall monitor computer or
mwmmmmaltwofmsmmwﬂchm
mmmmmm11MA®Amumamw
servios.

Biployes Ideptifiostion. AQUA TBXAS' oporating and mainienanos employees
shalf bo readily identifishje to the Distriot's customers by distinotive olothing.
Service vehiciss shalt have the AQUA TEXAS logo prominensly displaysd.

Cogrdination with Consultants. AQUA. TEXAS shall coordioste with the
Distcioty other consultants, such s sitorneys, engineers, auditors, bookkeopers,
uxmwwmmdﬁnnwidadvismumryhminwncﬂdmtopmlm
of the Jystem.,

Inguides sud Corregondence. AQUA TEXAS shall respond to routine inquiried
or correspondonce ftom. the Distrdot's directors, ouefomers or consultants o a
prompt and professionsl manner,

District Meetings, AQUA TEXAS' Project Manager or Fleld Coordinator shall
attend all regulsyly schedulad msetings of the District's Board of Directors which
have sn sgenda item relating to System operations. AQUA TEXAS
representative shall have dixect Imowisdge of the System's ongoing operations ox
agenda items as appropristo., .

Customer Relationg. AQUA TEXAS shall render reasoncble angistanco in the
yt_omoﬁanofgoodra!aﬂmwiﬂxﬂmmm&wm

District Fupds. All fimds collectsd by AQUA. TEXAS on behslf of the Distdot
xhal bo depoxited in the Distriot's Opersting Futd or Acoonnt on a wreekly basia
or 4 may otherwiss bo directed by the District. All such fands are prblic fnds
and may bo pledged to the paytiant of debts or othax obligations of the District;
theredore, AQUA TEXAS agreos that all such fands shall be deposited ss
provided sbove without setoff; ocounterciam, sbatement, sudpension, or
dimimtion. Ja connection with the foregoing, AQUA TEXAS shall maintain a
bond throughout fa texm af thip Agrecment in the srintmann amount of $100,000,

Disttict Rogords, AQUA TEXAS shall maintain records thnt AQUA TEXAS
Initiates or reoeives an behalf of the District in compliance with the Texas Looal
Government Racords Act, the nules of the Texus Siate Library and Archives

‘Commisslon adopted theceunder and all records retention schodules adopted by

the Distriot thereunder, and eny sppHcable rules of the TCBQ,

.o

o o m—



B,  BASICSERVICES

1

2.

1437192

Systorn, Operations. AQUA. TEXAS shall provide personnsl, velrcles and hand
fools necessery for the routine opastion of e System,

ding B potfon, AQUA TEXAS shalf road. the Systen
mmmmmmummmmmmm
Rate Otdesr anud deposit the collections in the Distriot's Operating Account af teast
wooldly,

The Distriot wmathorizes AQUA. TEXAS to make adjustments to waler bills for
ddcdmou,owormdumgiulﬁnuofwmmotm,mowumm

establishment *of wuier usage during fime when meter hag, been .

roadings,
inoperative, and other similst adiwizacots, provided that any proposed adjnsieaent
In sxoees of $100.00 shall st bs spproved by the District's Bosd of Direotors.

Svetem Insvection, AQUA TEXAS shall mondtor the Systemt fhoilities daily,
including weekands and holidays as tequired by state reguistions, Ssid System
fuoilition ehall inclnde any senitwry sower LRt sistione. AQUA TEXAS shall
finther monitor the polnts of connection, of Comvoe's faollities to the Distriot's
Systeva and shall report mmedistaly sny problam rolated thereto to Conros,

AQUA TEXAS omployces, Whanever thoy are within the District boundasies,
sisall monitor fhe Syatem in teder to obsorve ths condition of firo bydrants, loaks,
defects, and datnage, end to bs alert for minsing Systom equipment.

Duily Maintetianos. AQUA TEXAS shall provide sll necessary personnol and
tools required for maintensnco tasks.

Bulk Chespfoals. AQUA. TRXAS sball atrsnge fur s adequate inventory of
chlosine and other bulk chemioals required to operate the Bystsm, as and i

Bxpendable Joms. AQUA TBXAS ahall replace thoso itens sxpended in the
ddlyopmnofﬂmSyamThoao{tmﬁmludo,hxtmmtﬂmihdw,bmom,
mp@&pm,um.mmmmmmmmwomm
ibexns nsed at the Systam fealiities,

Oporxiing Log. AQUA TEXAS shall mainfain an operating log rolative to the
District's Systera which may be inspectsd by the District at sy thme. The log
bl mojude, Hut not be Hmited to, the fllowing:

a Nofations regurding repalss of repinooments parfornted,

b Notations reganding commmnioations with any Distict customer or
Iandowner.

-
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¢.  Such other matbers within the soope of AQUA TBXAS' work which the
District may ressomably request.

8  Monthly Operstions Rovort  AQUA TEXAS shall render & monthly operations

1437192

mw@mmmmwmmbMWMmm
a Cogrespondence fo mnd fram teguhbxy auﬂwnuu. tnchuding Comroe, 28
sppropxiato,

5. Totel number of water and wastewater pervics connections.
o, Reoords regarding equipment repeirs and replacemeats,

Abnormal change in condition of the Systemn equipment, aeaded repairs
 =nd rooommendations as to the repair of rch equipment,

o Tammrance claims filed on behalf of ths District,

£ Regular bilfing and collection reports, noinding cask receipts, billings and
roceivables,

g  Service onstomors' receivables, including 30, 60, and 50 day aged
aoconpty, '

b Delinguent oustomer repor, inchoding Information on termination of water
servios and protests or appoals made by custogien,

i. Summary of taps instatled, inspections parformed and fees collected,
X Damago to the Systemn and the posaible cxusex thereof. In instances whers
the damago miay be atiributable to & contractor, builder, utility company ox

ofher eatity, AQUA TEXAS sball (on bohalf of the District) backeharge

the pauty xesponsible for suoh damage, inoluding administative costs
thereof, avd ittclnde such infxmiation i the monthly repost,

k Informational reports relating to coroplance status of the Systern,
1, Statistios relating to overall System operstions, ss appropriste,
mw.  Sommary snd details of monthly invoices to the District, separated info

speoific budget categories.

B Oporations and maintenance cost dafa o bookkeeper for use in budget
comparisons,

o,  Information. sod repotts as may be requiced for audit of the Distdot's
servics ncootnte,

'p.  Informstion and reports as may ba requited by Conros,

-6-
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q Report on. water plant (5) and wastowster trostment plmt(pj which serve
the District, to the ext=nt remonsbly available,

1. ' Othey inforiation reasonably roquoested by the District.

Details of the above repotts will be availablo to provide a clear mdit it of the
System waitx and sewer sexvios transactions.

Rogulatory Ropogge. AQUA TEXAS ahsll propare and submit on a timely bagls
all mutine reporty requitod by regulatory authorities and anthorized by the District
tomgdwmohmpomandnbnnpmv!daacopyofaﬂ of suid. roports to the

C. INSTALLATION AND INSPECTION SERVICES

1

Genoral, ANl metors and fnstallation mmteviala shall mest Amerioan Water Worka
Assoclation stsndards and be in compHanco with spplicable Distrist, Conroe,
Montgomery County, or state codes. All installation snd hupection feee ahall be
collocted from the District's customers in advance, fu sccordence with the
Distrjot's Rate Order,

In ondex o allow AQUA TEXAS fo acouately mcoount for meter sarvices
installed, inspections pexformed and txp foes paid for oach coetomer of the
Distriot, AQUA TEXAS shefl maintsin permansat records of moter sarvioss
{nstalled and tap foos paid, This shafl ailuormap,uavdhble,whioh
shaws the fooation of each meter installed and inspection performed,

Standard Reaidentinl Tapa, All residential watee connoctions of one- inch (17) or
fess shall be installed by AQUA TEXAS for o cost of $200,00, which shall
mmmm:mmwummmmmmw

ps. All commeroial oonnections,
Wymmmmmaummm
conneotions shall be installed by AQUA TEXAS for a cost aqual to AQUA
TEXAS actual oosty of all Iabor and materials, ipcfuding the water xster and my
related sppurteanices, Which shall be provided in the form of & wriiten qrote
approved by the District's Board of Direotors or ity duly authorized representative
prior to AQUA TEXAS maldng sald tap,

Sanitary Sewer Inspections, AQUA TEXAS ehall inspeot, o its sole cost and
expougo and af no oowt to the District, snch sanitay sewer comnoction to the
System o amyure complisnde with the Districts specifications and procedurcs.
the svent that any additionsl inspections of the emms sanitaty sewer ocunection
as roquired to amure compisce with the Disttiots specifications and
proceduros, AQUA TRXAS shall pexfoom sald inspection(s) and shall be
compenswiod fbr katao in socordanues with the fee schednle set forfh in Rxhibit *A®

-7-
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6,

73

attached borsto, which msy be amended from Hme to time uypon the mufus
sgreament of AQUA TEXAS and the Disteiot.

AQUA. TEXAS shall perfixm all roeldontial and

commeoecial custome gorvice an behalf of the Distrlot as requested or

a1 required by the Districi's Rato Order aod/or appliosble rogulations of Conros, - -

and shail be reeponsible for providing an appropriats customer #exvioo lnspection
certification reqaired thereundar or parmient to ather spplicable siste law. AQUA.
TEXAS shall perform ons (1) customer sexvice inspection for each separate
connection. to fhe System, at ite sole cost and exponso and at no oost fo the
Distriot, and shall be companmied theyeafter for any sdditional customer soxvice

inspections roquired to be performed for the sams oustomer st 3 location
previomly inepeoted in accordance with the fie achedule sot fth in Brhibit "A"

Backflow Proventio ! cofions. AQUA. TEXAS shall parform all
backflow preveation device inspections on behalf of the Distriot ax requseted ot ag
reqaited by the District's Rate Orxder and/ox appliceble vegulations of Conros, and
shall be reeponsible for providing any approptiste cestification required
thersunder or punomd to other applicsblc state Isw, AQUA TEXAS it
potform ons (1) fospection for eech badsflow prevention device installed within
the District, ot its solo cost and axpenss and at o cost to the Distiot, and shall bo
compensated thereafter for any additional inspections requived of the same
backflow prevention dovice for the same customer in. sccordance with the fse
schednle set forth kn Bxlbil *A* attached hegato.

Ofhter napections, AQUA TEXAS ¢hall pexfbura sgch other inspections as
requested or sufhiotired by the Distriot, Suoh inspections inchuds, but are not
fmited to, the inspection of groase traps, semple wells, cross comneotions or new
fhcilitios prior to aoooptanoe of sxme by the Distdet, AQUA TEXAS may also
participate in site inspections with contractors prior to the stert of building activity
fo sasist in verifying the condition of the System. AQUA TEXAS shall be
vompensatod for said sexvices on & “per quots” basis approved by the District’s
Board of Directors prior o the performance of seld work.

D. MAINTENANCE, REPAIR AND REPLACBMENT SERVICES -

1

143718-2

Maidutepanics, AQUA TEXAS shall provide aJl prrsomnol, tools and equipment
necesesry to paform maintenancn on the System facilities and aquipment as
%by&obﬁﬁiﬂ.ﬂn&nmﬁaﬂhoh&,bﬂmtboﬁnﬂbdb the
following:

a Mainfematioo o replacoment of pumps, mofors, valves snd other
equipment or facilitles.

b. Calibration aud gervicing of inetrumentation, control systams mnd other
oquipmext.
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™ Other mainfonance, as necessary, performed in oomformance with

equipment marmficlurer’s recommendations o rasintsin warrantles and to
axtend the usefal Hifs of System squiprent,
Repgiy, AQUA TEXAS shall provide all personmel snd Deccssery to

perform repairs on Systen freilities, oquipment, plants, oolleotion sud distribution
systoros e suthorizad by. the Distrlot inchuding, but not lmited to, aervice Hne
loaks, Jeaks at waier metets, watex main bresks, repaire to veives and fire
hydrauts, manholo repsirs, end ssteer Hino repair and cleaning, as nooded.

RBeoplacament, AQUA TEXAS shall nee & ressonsble dogreo of oare with rospect
to replscement of System equiptnent or facilities but shall not be responaibls to
the Distriot for any guarsutocs or wanantize offered by othexs in connection with
spoh equipment of facilities. AQUA. TEXAS agrees to make ressonablo cfforts to
obtsin for snd sesign to the District the pormal gusranices or warmnties
assooiatad with any replacement equipment,

R cat Coste.  AQUA TBXAS shall be
wmnm:mmmmmw«mm

serviceg doscribed aboyn, in addition to all other sexvioos desoribod hexein, for the *

componsation set forth in Astinle X hecounder; provided, however, that the
District shall pay AQUA TEXAS for any costs related to & singls maintonance,
topair or teplacement project heroander In exoess of $2,500, basod
upon itemized stataments and/or invoices provided by AQUA. TEXAS (and any
other suppardivg docmoentetion rossonsbly roquosted by the District) that
sufficiently doacribes snd supports sxid costs. The District shall bs responsible fir
all costs related to any noy-rontine maintenance, rapait or replacement projoct
pecfonned herennder and afl dumages, claims, fines and penaltios arising from
filore by the Distriot, after recsipt of written notive from AQUA. TEXAS, to

" undertako capitel ropaits and/or oplacentonts % the System in & timely fastlon,

inohiding cepital repatrs snd/or replacements xelated to any design Humitations of
the Systems, snd to provide flow from and into the System at lovels and
ohisxsotexistics within pormit roquiremants and/or design limits.

Buergeogy Rosponse,. AQUA TEXAS shall malntain pecsonsiel end oquipment
for emergeacy reeponso 24 houre por day, seven dys pet week, 365 duys per
yeux, Bmeegoncied shiall nolude, dut not be limited to, water leaks, water lins
breaks, lost of wafer pressurs, degradation of waiex quelity, blockags in the

sewago cofloction system, any rosponse foquested by the District or its.

vepresentative or response fu insiatent resident comoernt when necossary to
maeintain good District mlutions,

Matocials and Supplices, Exoopt as otharivive providsd heein, AQUA TEXAS
thall bo rambursad the sotuat cost, without marknp, fbr sll metepials and suppHve
mxmvido mainfonanos, repalr or replicement sorvices voder this

e e £ oo o o § s bt A e 3 smsesm——
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E.  ADDITIONAL SERVICES .

L

2|

8,

1437192

Infiltrstion/Tufiow Survey. AQUA TEXAS shall conduct, with tho Distriet's prior
approval, sewer fips infltmtionfnflow suveys oouxisting of om-site visual
inspection of facilities, amoke teating and video moxﬂhrhg (TV inspection) a8
appropoats. AQUA TEXAS will perform or paticipate in fiw rebabilitation of the
sewer systenz fo correct defbots discoverad by the infiltrationfinflow survey,

Landicape Scrvices. AQUA TEXAS aball provide services t inaintain the
Isndsoape apponranse compatible with the neighborhood st tw System facilitios
wiﬂ:muﬁnotthmningmdhwnmwingqmqtmubymmm

Delinguspy Notices, AQUA TEXAS shall prepars and mail datinquency notioos
fo Distriot customers and colloot past dus sooounts in socordance wifh the
Diistriot’s Rate Order and polioy.

Sexvice Account Transfers. AQUA TEXAS shall tranefex watoe snd sewec
sexvios from. the cwrrent oustomer &0 the mew oustomsr and, whan requested,
usage shall bo provated fo cach customer based on the munber of dsys cach
oustomer received sexvice during the billing pedod in which the trenafer is

roquested.

YRocoppocty, AQUA TEXAS shall terminsts water sxxvieo
onwmmmmmmofmmmmomwponoy.um
otherwize requested by the Distriots Board of Directors, Within one (1) week
after sorvics texmination and therealter, AQUA TEXAS shail cheok
the terminated sexvice to asmite that sexvice hag not been restored by unsuthorized
personhel.

Moter Remaovel. AQUA TEXAS shall remove a onstomer's water meter if sexvice
is rostored by unanthorized personnsl prior to the susiomex paying the mueowat
owed to fiw Distrot, or af the recuest of the District's Board of Direobors.

Fire Hydrants, AQUA TEXAS shall thotoughly inspect the System. firo hydvants '

at least onwe coch yesr, or more frequently if requosted by the Distrdet, A. written
mmummmmww-muvm and deatgnatad fice

departments s¢ roquoested by the Distdet.

mmmmm AQUA TEXAS shall pecform, orhmpuformnd,aﬂ

sampling, teeting and/or scalyses as requived by regulatory authorities or
necssssry for process control. A swnmary of tost tesults dhall bo submitted to the
District onch month,

Speoial StidiosReporis. AQUA TEXAS shall conduct studies or proparo speclal
reports as may be reasonably requested by the Distiet. The Distriot alwll
compenssts AQUA. TBXAS for such work: on the basls of & writtenn proposal
outlining the scope of the work % be performad and the cost thereof, which il

~10-
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be agreed to by the Distriet prior fo the commencement of any such work by
AQUA TEXAS,

SUBCONTRACT SBRVICES

L AQUA TRXAS Subrogimoiors. AQUA TEXAS may suboontracs such servicen
horounder ax may, in AQUA. TRXAS' opinton, be desirabie, These services will
be provided by s mbcontractor ceafned by AQUA TEXAS snd payment of the
costs aseociated thatewith shall be the sole tesponaibility of AQUA TRRAS. Such
AQUATEXABMMMMMMM&»WM‘MO

oot uanpbymolAQUA’l‘BxASwiﬂzAQUA’ltBXAsmimnx

inuivanddmllmtborupmibeuwmyfbrmimnpufomedby

suboonitrantors employed or paid direatfy by the District. AQUA. TBXAS shal) not
mdva.mymmnﬂmmmbmhmmh}ed&moﬁybymm

In consideration for AQUA TEBXAS' pecformance of all sorvices desaribed i Artiole IN
shove, oxoopt as othsrwise speotfically sst forth therein, e Distrct shall pry AQUA
TEXAS $30.00 per Connestion per month ("Bass Rate™). The twm "Cotmection®, as
usod in thix Article III, shall mean cach separato conneotion made to the Distriot's water
disteibution, and. esmitery sewer coliootion system (collectively comstituling one (1)
Connection) fror & completed residential or commcial structure that is habitablo and
capable of receiving water and sanitny sewer sorvices, whether said sacvices mre than
being utilized or not; provided, howevaer, thet no residimtial or commercial structuxe shall
b deamed to be & "Connoction” for pmiposes of tlis section unless the Distriot has
ooflected the apploabls tap foos sud inspoction fees asenclated with sach. Connootion end.

has actually commenoed providing said secvices to snoh structare, AQUA TEXAS shall -

mbmit & statement or hivoice to the Distdot each month reflecting the total mumber of
Conneotions within the District as of the last dxy of the prior month, which shell servs as
tho basis for calenlating AQUA TRXAS' for the services provided fo the
Distriot ander Artiole I heeoof for said month, Said statetnts or Involeos shall also
include an ttergized liting of w1y additional foes or charges due to AQUA TEXAS for
saxvices provided during tho peior month, which are suthorized by this Agrosment or
which have boon otherwiss appraved by the District'y Board of Direotors. The District
shall pay such stxtement and/or invoico within 30 days of recedpt of smme. The District
agrees to pay inbarest to AQUA THXAS at the maximum tate that may be oharged fo &
political subdivision undec Texas Govamment Codo § 2251.025 not to exceed 10% per
sonum for s amounts wnpaid after 30 days. Iotersct shall scorge fom the 31st day
Sllowing receipt of statements xnd/or involocs until the date payment in full is rasde,
Tterns awsdting backup dats shall be exchuded from inberest charges. Futther in the svent

1437192 -11-
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ARTICLE IV,

of a dispufo or dissgreenient botwesn AQUA TEXAS and tho Distelot conouming the
logitimnoy of amounty invoioedmﬂmnutnotbyAQUATmsmmu 1o interent
chargoes shall begin to accrue until the 31* day following the date of fhual resolution of
said dispute,

Notwithetanding ths immediately procefing paragraph, AQUA TEXAS and the District
agroo that comméncing on the fixst day of the month next SHllowing the Bifective Date of
this Agreoment (as dsfined in- Artole VI A, herefobelow) and continming untit the first
day of the month next thilowing the month in which the Distriot firet bogine serving 33
Connsctions, the Distriot shall pay AQUA TRXAS $1,000 per month 88 compenstion
for all services provided herpander (tho “Interito. Payment”). The futerio Paymeot shell
he made in lisa of any Base Rato that wonld otherwiso bo paysble pursuant to this Artiols
IOI Thereafler, o Buso Rato ohmrged by AQUA TERXAS for the secvices desotibed in
Artiole IT sbove shall reqnetn fixed at $30.00 pec Connection per month and shall ot be
adjusted for ahanges in the CPI (a3 hexeinafter dofined)for a period of times (3) years,
Commenoing on Jumary 1 of the year Sollowiog the expirations of such threo (3) yeat
pulod, and continning spmnlly on each Janusry 1 throughout the term of this
Agroement, upon thitty (30) days® prior written, notics o the Distdot, which notice shall
inolude ovidence of such inorense or deoressn in the CPY (as dafined below) for the
rejevant perdod, the Base Rate for the sexvices described fn Article I sbove shall be
adjuated by the mme perosatuge as tha Consqmer Price Index for All Urban Consumers
(published by the United States Bureant of Labor Statistics, Consumer Prioe Index, U.S.
City Avegage, All Urban Consumers, Bass Period 1982-84 = IOO)M”CPP')shanhwe
inoressed or decrowsed during the preceding twelve (12) mwonths, The inoresse or
deoreaso fn the CR1 shall be detexmined by oslculsing the percentsps increass or
decrease of ach index duting the prior twelve (12) month perod, by determining the
porcentage diffecence befween (a) the average CPI for the mowt xecant twelve (12)
monthe for which data is available (the *Moat Recent Year"), and (b) the avexags CPI for
the twelve (12) month poriod fromadiately priox tu the Mogt Recent Year. In the ovent the
U.S. Department of Labor, Buroas of Labor Statistios veazes to publish the CPT, fhe
parifos heroto agros fo substituto anothor equally authoritstive meesnre of change i the
purchasing power of the .S, dollar pa may be then wvailable 2o s to carry ont the ntent
of this provision.

INSURANCR

Tmmediatoly following the eassution of this Agresment and perlodically thersafter upon
the vequest of the Distriot, AQUA TBXAS shafl furnish to the District Cetificates of
Liability Insurance evidencing the following mindmam insuranoces coverage:

1. Conprebensive Genena] Lisbility $1,000,000

Bodily Injory and Property Demags
2, Comprehensive Automobife Lisbility  $1,000,000

$1,000,000

17192 ~12-
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Bodily Injury and Propeety Dnmpage $1,000,000

3. Worker's Compensation and Statutory
Boployer's Lisbility $1,000,000

4 Breouss Lishility £1,000,000
Pollution Coverage $1,000,000

The District shall be named as an addifionsl inmured on the above polivies with the
exveption of No. 3 sbove, The Distriot shall be notified of suy matsrial change in said
mg«xcmodhﬁomotpoﬁduﬁ!ﬁy@mdsyapﬂmw tho effoctive date of sxid
ovent. AQUA TEXAS agroos that ths above fusmance policies will be majntsined in
fhroe af ol times fhroughout the teem of tho Agroement, Paifurs to maintaiv the above
specified inmuwance policies fhroughout the tem of fthis Agresment may result in
toorination of thix Agreement by the District.

INDRMNIFICATION

Tho Distriot, to the extent permittad by Iaw, sud AQUA TEXAY esch agree to indomnify
and save eaoh othes harmines from the other’s negligenes or Intentional condnct arising or
dove under fhis Agreoment mud resulting in haem to saother or anotber's property. The
ndemndty extends to all costs and expenses inowmred, inolnding rossopable attomey's
feox, ta doftnd againgt, seitle or pay fe clxitn sxsecied by another. In the avent a claim is
made by snother against either the Distrot or AQUA TEXAS, notice shall

ba given of the claim (unloss the other has prior actual nofice), in ostdor that the other may

determine -3t indemnity duty must be performed snd in order to -allow the
indeynmitor to indemnity. It {s understood and agroed that since fhe Distdot is
troune from, beyond certain Hmits undec the Tesxss Toxt Clabne Act, the

mmtaal indeynnitios given by sach anly axtend and sxe Hmited by the Hmite of Hability of
“thé Districf undex ol law. Notwithstantfing suythiity 1o the contrary sct forth heroin,
AQUA. TEXAS shall not bo lisble for say olains rolating to envitonmental damages;

inolnding eny fites ox peoaltios fmpased by say regulatory wathority, if not tho reenlt of

or srising from, direotly or indieectly, the sctici of AQUA .TEXAS, ity officers,
amployees, representatives.or ageuty, inchiding maboontractors, hersundes:

The District shall bo reeponaiblo for all damages, claims, fnes and penalties arising from
fxilure by the Districs, affer receipt of writton notios from AQUA. TEXAS, to undextalos
copitel ropxize and toplacemsnts to the Symem I & timely fashion. AQUA TEXAS stwll
ot bo Hable to the District, the Dovalopers or the Distriot’s oustomers for atty diminution
or intooruption of service within the System not the roeult of AQUA TEXAS's groas
nogligonse, or for any delay which results from omusoes beyond AQUA TBXAS's
roasonabie oonfrol. Under no olrournaimacos, shall AQUA TEXAS bo responwibles for
special, puaitive, incidental or consequeniisl dsnspes. AQUA TEXAS will not bs
responsible for conditfons or fuihres that stive dus to the Huitstions and coufigtration of

14371182 -13-
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thoSym, wloss AQUA TEXAS was awaro oz, in the exercise of ordinary oare, :honld
hwabomuwmofmommofummdiﬂomotbﬁms.

To the extent panpjited by law snd subject to the liwitations of the Texas Tort Chaims
Aot, the District agrees fo inderouify and save AQUA TEXAS harmises from and agsinst
any snd all olaims, damages, Joss or liability for or on scoount of any injury or damages
(noluding death) to any peson of proparty, resnltiug from fMllowing the written
Instructions or policies of the Ditxict, from any madequacies or fullures of the System
unless doe to the negligenoe or wilifill prisconduct of AQUA. TEXAS, of by reasou of

mﬁlﬁdwﬁormgﬁmamﬁwputn!ﬁmﬁsﬂoﬁ%mhymm
subcontractore. .

hthnawntMmyofﬁoﬂmgoinghdanniﬁuﬁonpmmimmnbohlppﬂabko:
MW&W&WNWMNMW%W
judgment against any perty for which indemnity would otherwise be due from it

heretmder, accordiig to the percentags of hult reflectad in » finsl, non-apposkable
jndsmmtwiﬁzmpwtmmhk:dnmnﬂylngpmy in accardanocs with the laws of the
State of Texas,

; A ; AQUA TBXAS shall exescise & seasonablo
dmofmmddiﬂgmceinﬂxeogadonmdmkﬂmofmaSymh
oconfurmance with all applicabis Iaws, rulos and regulations, including specifically
the rules and regulatoxy reguiresnonts of the TCBQ. However, AQUA. TEXASR s
nnt:upmibloﬁxﬂwwmoftlmSymto moet Ioonl, state or federal

wastswater treatmant or disposal standaeds, the adequacy, quality or quantity of
the waier supply provided by the Systean or for sny direct or indirect losw, injury
br damage resulting from the dimimstion or intecruption of sevice within the
Symm,mlmduetoAQUATBXAS'negﬁmcewwﬂlﬁﬁwndm

: AQUA DEVELOPMENT shall (i)
mmmmmpm(uhmmwm)pdﬁmm Conros ot to
the TCBQ for the creation of the Ditrict within a portion of the oertificated arsa
of its CCNe; (i) reasonably assist the Developer (or its successors or amigne)
with ths creation of the District, to the extent necemery dus to the loostion of a
partion of the District within the oertificated area of ite CCNs ; and (i) taks say
and all action ressonsbly requived, at its solo cost and exponso and st nio cost
Devclopoz o the District, to either releaso the CCN Propeety from the certifioated
sron of it CONi oz, st the aption of the Devoloper, to assign all rights, titls and
interesty in snd to the CCNi relative to the CCN Property to the Devaloper (or lis
mum)nmummmmmmwmvenmofm
Agreament ax defined in Article VI. A. balow.

1437182 -14-
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3. District Rosponaibilition. The Distriot represents that the Syster is in good
working ordes, does not confain any known dofective equipment or fecilities, Is
snitable sod adequate for the needs of its ciratomets wnd that al) of its facitities are,
or ¢hall be, built in socordxnoo with looal, state snd federal rogulations. The
Distriot shall provide:

a. Al utilities, plaut fiilitios, duprovemants and modifications neceseary to
ﬁmmsmin & manner required to meet gpplicabls rogulations;

b. Aoamplewactof“AsBuﬂt"dmwlnslofﬁm Systam and sy
irmprovemeats Gieroto, water and wastewater tap standards, rate schedulos
andmyothu‘infonmﬁonnmyirﬂ\oadndnimaﬂmo!mcsm

RELATIONSHIP OF THR DISTRICT AND AQUA TBXAS

AQUA. TEXAS shall serva in the oxpacity of an independent contractor for the District
duting the period of this Agreement, Neither AQUA. TRXAS, nor my of its employoes,
epresentatives of ageats, are or shail be considered empioyeos, reproventatives or agents
of the District fn any reapect or for any piposa.

MONETARY AUTHORITY

If st sny timo a condition exists or arises which, in the opinion of AQUA TBXAS,
requixes repairs or roplacements in the System and the estimated cost theroof excoeds the
sum of $2,500, AQUA. TEXAS shall obtsin the comsont of & member of the Board of
Direotors of the District or its decignated ropreseutative ptior fo making such repair or
replnoameant. Notwithetanding the forepoing, however, if st any tims & condition exists or
arigee which, in the opinion of AQUA. TBXAS, is of m emergency nature and requires
the immediate repair or teplacement of oquipment rogardless of tho amount, AQUA
TRXAS, after reasonsble atienpts to obtain consent, shall proceed with such repair or
mplwﬁnsﬂwiﬁwutmenumdtyofobuhdngmamzmomeoardothemnof

tho District, Tho faiture to obtain soch consent prior to the making of such coaergency
ropeir qr repiscemant shall not affect the obligation of the District to compensate AQUA

TEXAS for any work performed,
FORCE MAJBURE
In the avent that AQUA TEXAS or the Distrist is rendered unable, wholly or iv. part, by

foros majeurs fo carry out ifs obligstions under this Agreement, it is agreed that esch
Purty shall give notice of such forco majenre to the othar Party as soon as pomible

after the of the canse refled on aud whall, thecafore, be relioved of itw
aobligations, s0 they wre affected by muwh foroe majoute, during the continaance of
any inabilities g0 but for no fooger. In the event that the period of suspension
shall extond fham, obe Tmndred and cighty (180) days, either Party shall hiave the

right to texminate this Agrounent pursusut to the provisions of Artiole VLB.2. hereundsr,
In such ovent, the District shall pay AQUA TEXAS compensstion pursuant to this
Agreemont vp tp the date of termination. The teom *force majenre,” as employed herein,

1437192 -15-
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shall mesn scfs of God, shikes, Iookouts, or other industrial distmbanoos, acts of the
public enomy, oxders of say kind of the goverament of the United Statos or of the state or
say civil or militery suthority, inmurections, riats, epidemics, Tandslides, lightuing,
esrthquakes, fires, hutricance, siorma, fioods, washouts, distucbanoes, explosions, pastial
or entire failure of utilities, shoctages of Iabor, materisl, supplive or transportation, or any
ommiﬁnihuﬁmmmmmlywm&emlofﬂmrmyom
such inabilify,

NON-COMFPENSABLE ITEMS

The compensstion & 6o paid to AQUA TEXAS hevein is oxolusive of any tax,
asscsament, xegulatory expense or other chargo which may be iraposed upon AQUA’
TEXAS by uny governmentdl authority as a rosult of performing its obligations prusasnt
to thie Agroement. Jo the Svent AQUA TEXAS {e required by mppliseble law or
rogulation to pay of coflect any such fax, resesmment or regulatocy expense or other
obxege on scoount of this Agteeatent or ity pardbrmance hevermder, thep the amount
thezeof shall bo reimbumed to AQUA TEXAS by tho District (in addition to fhe
conapensation provided herein), However, AQUA TEXAS shall bo responatbls at its own
expense for all corporate ttooms aod franchise taxed urising out of its operstions, AQUA
YEXAS sball indesroifyy and hold the Distriot araless from any Hability for soy and all
such taxes or sontfbutions or intorest or pensitios for fallure to pay same.

AMENDMENT

No ultecation, modification or amendiment of thiz Agreement shnll bo mads excupt in
_ writing wnd signed by the Distriot snd AQUA TBXAS,

NOTICE

Whenover the provisions of thir Agresnent rsquire notics to bs given, such notice ahall
be given in by certified or rogistered mail and addressed to the Party for whotn
totended at its then addrasa of record and such notios shisdl be deemed to have been given
when the potios is mailed.

Notices required to be given fo AQUA TEXAS shall bo addressed to:

Aqus Texas, oo,

1106 Clayton Lans, Suite 400W
Auatin TX 78723

Attention: Robett L. Langhman, President

Wotices required 1o be given to AQUA DEVRLOPMENT shall be addyesasd to!

Aqua Development, Ino.

1106 Clayton Lane, Suito 400W
Autin, TX 78723

Atteition: Robett L. Langhman, President

1437192 .16
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Notioes required to bs given to Hendricks shall bo addreszed to:

David B, Hendrlols
14405 Waltecs Road, Suite 800
Houston, TX 77014

Notioes required fo be given to HITC shall be addreased to;

Houston fntercontinental Trede Conter
o/o REVISTA, Inc,

14405 Walters R, Suite 800
Houaton, TX. 77014

Atention: Michasl P. Birsi, Prestdent

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

Board of Dixeotors -
Montgomery Cotnty Municipel Utllity Distdot No. 126
clo Schwarts, Pago & Harding, L.L.P.

1300 Poet Oak Boulovard, Suito 1400

Houato, Toxas 77056

Aftsntion; Abraham Rubinsky

H  ASSIGNMENT TO DISTRICT

Pollowing fhe suooessfs] confirmation of the Distriot by an eleotion held within the
boundaries of the District, this Agreament shall be assignod by Doveloper, or its legal

Buocemors ot aysigns, fo tho District, which assigument shafl sutomatioally be deemsd to

have been spproved by AQUA TBXAS without fimther action on ite part.

L TEXAS LAW VENUB

This Agroement shall be copatitied under and governed by tha Iswa of the State of Taxes
snd verme shall be in & court of sppropriste jurisdiction in Montgomery County, Toxas.

¥ CAPTIONS

The section hoadinge or paagraph captions horein are used for convenience of refarmice
only and notintended to defing, extend or Emit any provision of this Agreement.

A, TERM
Tho inftial taum of this Agrecrnent ¢hall be for a potiod of twenly-five (25) years

beginning upon the *Bffective Date” dafined below (the “Initinl Term™), The teom of this
Agrecaont shall bo sutomatipaily renswed from year to yoer after the Injtial Toom, woless
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tepninated jo the manmer sot forfly in B, 3 below. The "Bffbotive Date™ of thiz Agreemant
shall be decoond o be the earliexr of (f) the date on which the District's Board of Direstors
sooepts the assigament of this Agresment fiom Developer pummuant to Attlole VH,
shovo, or (i) ths dats on which the fiast tap is mede into the Districts System. The
Purtion agreo that they shall provide foraal writtan notifiostion to each ofher of the
oocutrence of dither of such ovents, which wiitten notiffoation shall sexve to formally
establich the Bifective Date of this Agreement,

B.  TERMINATION

1437192

it suge, Doring the Initfal Term of this Agresment,
mnmmmmwmbymmm
of texmination to AQUA THXAS by cettified or roglatersd rmaf], retumn recaipt
requested, ar by fix with proof of teosipt by AQUA TEXAS, at loast ninety (30)
days prior to termivation, subject to the Distdot's payment to AQUA. TEXAS of
the "Accelerated Payment® desoribed in C. below.

Deuting Initial Teon With Cime, Druring the Initial Term of fhis Agteement, if the
District detoemines that AQUA TEXAS has commitied & matecsl breach of iy
Agteement, the Distrlot may provids written notico of sald bresoh ("Notics of
Broach®) to AQUA TEXAS by oariffed or registared mail, retun receipt
Toquoented, or by Siex with proof of recedpt, setting forth a xessonsble description of
the purported momtezia!l browch, AQUA TEXAS shall comnnsnce curing such
purparted matedial breach within fifteen (15) oalendar days after receipt of such
Notlos of Breach and shall difigenify puasue and cotaplobs such curo without
umvesoneble cessation of qotivitles within sixty (60) days from the date of sxid
Notice, Tu the event that AQUA TEXAS fiils to cure the purported msterial
breach within suoh sixty (60) day period, the District shall bave the right t
deolate AQUA TEXAS in dnfult of fiis Agreament abd to0 proosed with the
torminatlon of sxma provided, however, If the breach is not rensonably susceptiblo
to core by AQUA TBXAS within saoh sixty (60) day pexiod, the District agreos
that it will not declare AQUA TEXAS in definit of this Agreement aud wift not
proosed with the termination of thiv Agreemant so kug as AQUA TEXAS hes
dihgmﬂypuuuodmhmwminﬂmﬁmsomsdﬂy(&)dmgnddmmﬂy
completea the wark, without naroasonable cessation, within & xeasogsble time
thereafter, The ime authorized by this to cure fhe breach is the “Cure
Pedod,” The Distrot shall provids written potice to AQUA. TRXAS immedintely
upon aocaptance of the oure of any suck breach, Convenssly, in the svent that
AQUA TEXAS fhils to ot & matexiel teeach of this Agreement within the Cors
Podod provided for heréin, the Distriot shall have the tight to declre AQUA
TEXAS in dsfmlt of fhis Agreament and. to proceed with the teanination of tiis
Agreanent, in which sveut fio Distriot dhiall not be required o make the Acoslerated
Payment to AQUA TEXAS as deacribed it C. bolow.

As supplementsl and additiona{ mosna of teeination of tils Agresment during
the Initial Term, the ocourrenos of any of the Hllowing ovents shall canse AQUA
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TBXAS to bo desmed 8 “habltos! violator®, in which event the District shall be
authorized fo proceed with the termination of this Agreement ae provided below:

(») From Jammary 1 to December 31 of apy yosr, AQUA. TEXAS has
received four (4) separate Notioos of Breach from the District pursuant bo
the immediatsly praceding paragraph that have not beeh cured as provided
MmW&meuM«deymuerpmmm
this Axticle; or

() Prom Jamuary 1 1o December 31 of any yoar, AQUA. TEXAS has
roosived four (4) soparate notices of violation from the TCBQ o ite
mmwndnﬁvowmwm.mammarmmmmtmwiﬁu
within the Distdot; or

(&) AQUA TEXAS files for protection sndfer ruquecta its dlssolution
unde the United States Bayioaptoy lawa; or, a final non-appealsblo order
issaed by a United States Baskruptoy Cowrt appointing & vecetver is
entored agsingt AQUA. TEXAS; or AQUA TBXAS fills to mainfain
throughout the term of this Agreement sy necessary livenses,
cortifioations or other credentials legelly required under epplicablo state
law to provide appropriate oporstions, mainfemance or managomsnt
services fa the Distriot relxtive fo the Distriot's Sywtem.

In the event that AQUA TEXAS 1z deemad to be a “habitual violator” a8 dofined
aliove, the District shall thorcupon issue AQUA. TRXAS s final waming oiting the
mmwmmmwmwwmm
TBXKAS of whatever nature, inchiding tecoeipt of an additionsl notice of violation
from the TCEQ, subsequent to the ocoutrense of the lmt of said comuiative
breachos or notioss referenced above, shall constitute a defiuult by AQUA TRXAS
of this Agreement and be gronnds for immediate termination of the Agreenent by
the Distdet, in which event the Distrint shall not bo required to maks tho
Accelerated Paymont to AQUA TEXAS as desctibed in C. below,

Notwithetanding snything to tho confraty sot forth hetein, in the event that the

Distriot declares AQUA TEXAS fo be In defsult of this Agteoment during tho -

Initial Torm and fssucs @ notive of termaination of the Agmement to AQUA
THEXAS, and AQUA TEXAS contests said notive of temimation in writing in
scoordance with the notice provisions of thig Agreement, tho District sud AQUA
TEXAS sgico to meet, within thirty (30) days of mosipt by AQUA TEXAS of
said notios of termination, to negotlats in good faith und attempt to resolve any
conflicts. In the event that that the District snd AQUA TEXAS are not sblé to
resolve such oonflict to thelr muiual extiefaction, the Distriot snd AQUA TBXAS
sgres that AQUA TEXAS' sole and exolusive remedy ehall be to submit the
oonfroversy to achitration proosedings as described in Axtiols VI below,

Following the concluslon of any mbitration procesdings initisted ander Article

VII of this Agreement, if the District’s position is upheld, the Distriot shall have
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tho choios to either (i) roquire AQUA TEXAS to cuxe any cuistanding brosohes in
accordanco with the deofsfon of o mxbitation panel and fo maintsin this

Agrooment in foroe and effiect, in which case AQUA. TEXAS shall be responsiblo

for paying all yeaxonable and verifiable coste inourred by the DISTRICT i
conneotion. with. said arbitxation, procoedings, ox (i) terminste this Agreement
thirty (30) days following the conolnsion of yuch prooceedings, ar such other date
a8 may ba agroed to by the Paxtlee or ax spocified in the proocedings, in which
event the Distrot shail not be sequived to pay AQUA. TEXAS the Acoelarated
Payment described in C. below,

Conversely, if the District's position 1s not upheld, AQUA. TRXAS sinfl have the

chofoe to elther (1) maintain this Agreement in force and affiect for the romainder *,* -

of the Initial Teem, in which ones the Distriot shall be responsible for paying all
ressonsble mud vedfisble costs incurred by AQUA THXAS in comnection with
said arbitration proceedings, or (i) consent fo the teonination of this Agreement
by the Distriot and require that fho District pay AQUA. TBXAS the Accolxated
Payment desoribed in C, belaw, as and by the ssme mammer as would be roquired
if the Agreement was teenninated without canso ae dosoribed in B. 1, sbove, Aftex
the oxpirstion of the Yoitisl Toum, the Aooelexsted Payment provisions in C. below
shall no longer apply ot ba of any force ot etloot.

3. Aftectho Butia) Texm, After the etpirafion of the Initial Tetm, vither Party may
terminats this Agreement st any time and for'any reason, with or withont causs,
by giving written notice of termination by certifled or registored mail, xetmcn
Tecelpt requested, or by fax with proof of tucelpé to the other Paty, at least sixty

(60) days prior to the offective date of tezmination.

ACCELERATED PAYMENT

Tn the avent that the District elocts to terminate this Agreegnent during the Yoittal Tern (i)
without cmws, or (if) with cuse, tat doed not obtein & faverable ruling to support such
tannnwonmnﬁ:&uﬁmpmowdingahiﬂmdbyAQUATBXASpwmtmﬂ»
provisions of Article VII hersunder, the Distriot shall be tequired to pay AQUA THXAS
the "Accolorated Payment” doscribed herefn, The *Accolerated Payment” is infonded to
compensats AQUA TEXAS for the remaining value of the CCI rights mesigned fo
Developer rlative to the CCON Propearty to be inoluded within the District, and oquates to
AQUATBXAS'projmodm of pat reveniey remuining through the Jnitial Tem of

as deworibed hewedn, discounted back to the effective date of ssid
teunmahon. The “Accelerind Payment” may bo paid by the District from any lawfully
available funds of the Diatrict,

The Accolerated Payment shall be caloylxied by multiplying the nutuber of then-ourregt
Connoctions e District, plus the number of Remaining Projscted Contections (as
defined keroin), bE 50% of the then-currant Base Rate oatonlated under Article IIT above,
eod then gmitp) aaid figure by the number of monthe ramadning wndoc the Toitial
Tertn of this , and discounting said totaf sum back to the effoctive date of

bLEYAU S ~20-
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termination. The "Remaining Projeoted Connactions” shall be oaleulated by mbtiacting
the mumber of then-curreat Connoctions fiom the total mmnber of projested Comections
within the Distriot, which shall be the greater of the actnal numbet of pistted lofs within
the Distriot whet the caloulstion is performed or the projected uitimate mumber of platted
lotr within fhe District based upon ths nwet tecent enpincering report submitted by the

Distriot to the TCRQ. For purposes of this calculation, the Remaining Projected -

Connactions shall be assumad to become active Conneotions, in equal amounts, over the
next five (5) yoer peclod, commanding on Jamiary L of the yesr following the year of
tenpination. In other worda, if 300 Remudning Projected Conasctions then exist, it shall
be agsumed that xaid Remadning Projected Cornections will bacome active Connoctions

for the purposs of calouiating the Accelorated Payment hersunder &t the rafe of sixty (60) .

Connactions per year, commencing on Janumy 1 of the year following the yesc of
termination. . .

The total projeoted net vovennos rmns}nmstlnoughthn Indtial Toem ofmi:Agmmeut:'s.

caloulated hevein shall then be discounted back to the effective date of teomination using
benkers days and the yleld of the U.5. Txeasury Bill, Note or Bond that is connmomly
guoted by & nationally recognived publication or website and which 1s of & maturity that
most olosaly mafchos the remaining sumber of yeats of the Initis]l Temn of this
Agreoment (the "Discount Rate*), The Dissount Rate shall bo csisblished as of tho frst
day of the month in which the Paties determine that the calonlation of the Accelambsd

Payeaent must be performed,

Sinos the Distriot may he required to sell bonds fo geterats the finds required to pay the
Accelerated Payment, the Distriot shail have onw (1) year fom the sffective dalo of the
texrgination of this Agreemant to make such payment to AQUA TEXAS, AQUA
TEXAS shall bo entitted to ommn inferost on the unpaid amount of the Acoofersted

Payment fom the offeotive date of the teomination of the Agreement to the dite of full -

and final payment of the Acosferated Payment at the Discount Rate eatablished above,

The Payment to AQUA TEXAS of the Accelexxted Payment, plus any other
compengstion due to AQUA TEXAS pursuant to this Agresmont up to the effective dats
of termination, ahall constitats full snd final payment of sy and all amownts owed to

AQUA TBXAS by the District pursusut to this Agroomeat, and AQUA TBXAS hersby - *

agreoy to cxnouts sny ressonsble dosumeniation requesied by the District to evidencs
samo, including a muteal tapmination of this Agrestnent ot a0 appropriste release relative
thereto,

ARBITRATION

The Parties horoby agree that any controversy, dispute ox olaim. exising out of or relsting
wolely to the termination of this Agreeent pursant tb Artlols VI above shgll be settled
by arbitration in sccordance with the Commeroial Rules of Arbitration of the Ameriosn
Arbitration Association; provided, howover, that three (3) nbitrators shall be ssleoted by
the Partice, one (1) by onch Party within five (5) daya of submdssion by sither Party of a
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coniroversy for athitration, who shell, in torn, within five (5) days of thelr appointment
wlvot & thind arbitrator. Faifure of either Party or both Paxtice to timaly select the required

arbitrators shafl requ]t in their sppofatment, withous solaotion from a panel, in socordsnce

with the Commerciai Rules of Asbitration of the Amedoan Arbitration Association.
Failuro of the two arbitmtom to thnely gelect » thivd arbitrator shall be resofved by
soleofion fom & pamel of rbitrators in acoordmce with the Commercial Rules of
Asbiteation of the American Athitration Association, with the Party instituting scbitration
striking first from o pansl. The erbitratots to whott any controveasy which {s sabjeot to
whiteation under the taons of thiv Agrecmant shall be submitied, in sccordance with the
provisions hereof, shall have jurisdiotion and anthority to determine the relevant fikots and
to intetpret and apply the spplicable provisions of this Agreesnent in acoordance with the

Iaws of the State of Texas. Such appliontion or interpretation of the provisions of this -

Agroomatit mnust confotm to the spirit md lolter of this Agreement. No arbiteatons shall
have the juriediction or sutherlty % add to, take from, nullify or modify any of the terms
of this Agreament, cither diroctly or indirectly, under fhio guiso of inferpretation. The
arbitrators shall be bound by the evidence mbmilted to theun in the hearing and may not
go beyond the terms of this Agreement in rendeving their deoison. Xt fa further
undexstood and agreed thet the power of the mbitrators shall bo strictly Haited to
detarmitiing the relovant fots and the moeaning snd infecpretation of the explicit texms of
this Agreoment, as relats only (o the toominetion provisicns, an hersin sxpressly set forth,
and that no arbitratons shafl have fhe powar to baxe sty decision on sny alloged pravtices
or oral inderstandings not incorporated herein. This provision for atbitration is momde
pursuant to sod in socordance with Chapter 171, Texas Civil Practivs aud Remedios
Code, as ameadad, end subjsot io the Hmitations desoribed in B, balow, any decision shsll
be snbject to judiolsl review, as therein provided, Within their power a5 herein {imited
and upon the conoumance of aty two (2) of the three (3) mbitrators, the arbitrators may
eater & deolsion based upon any remedy availsble to tho parties pursuant to this
Agroamsat. All acbitration proceedings herennder, and all judicisl proceedings to enfbros
auy of the provisions hersof, shall fake place in Montgomery County, Texas, unices
otherwits mutnally agroed by tho Parties, Any expenses inourred by elther Paty fn
contiootion. with any sach. atbitration procsadings shall bs adjudgod equitably among the
Partios by the decfsion of the atbitrators, The mrbitratocs may, within their discretion,

oafor s decisions oz award requiring the provision of deposits or seovrity by ajther Paty in.

order to insure cantimued compliance with the terms of this Agresmat.
FINALITY OF DECISION; APFEAL,

A docirion made by ths arbitrators shall be final, conofusive and binding on the Partles,
except that judiclal roview may be sought by any Party based solefy on any olaim by &
Pacty that the docision or swaxd of the arbitrators excoods their power and anthority
hereln, provides for & remedy not availblo to the Pmtles under the tenve of this
Aw&otteq:ﬂtanr'myw take any sotion not suthorized or parmitted by fhe Act
or ofher Inw,
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C.  REMEDIRS

Baept with regard to the teemination provisions of this Agreement, which shall bo
wfirred to arbitrstion in the ovent of a dispulo as provided above, it is not intended
heteby o upeaify (and fhiv Agreemnens shall not be considated a3 spocifying) an exchusive
Yemnedy for any defandf, but all remedies, exioting of Inw or in equity, including specific
performancs and mandane, may be availed of by elther Party and shall be cumulative,

[SIGNATURES COMMENCE ON FOLLOWING PAGE]
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AQUA OPERATIONS, INC., a Delaware
ﬁgonﬁon. doing tusinecs sx AQUA TEXAS,

AQUA DBEVELOPMENT, INC., 2
Texag corpomtion )
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EXHIBIT "A"
SCHEDULB OF FEE3

The following fees or oharges shall be paid to AQUA TBXAS for servives provided to
the Distriot in accordance with the terms of this Agreement:

Banitary Sewet Inspeotion. $50.00 each
Customox Servioo Inspections
Resgidential ¥ 50,00 each
Per written quote baged
‘upon sizn and neture of
Comnercial construction and exbert of
aervices requived
Backflow Provention Devioe Inspections $ 50.00 cach

*The feen of chatges sst forth on this Exhibit "A" muy be adjusted fiom time to fime
thronghout the tenn. of this Agresment, upan the mntual written consent of AQUA TEXAS and
the Distrot, to ensure that AQUA TEXAS is compensated fally for the services providod
consistent with the general induetry atandards jn the Contos, Texas area,

1437192 -26-
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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 X VI, 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 "Utility
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 District 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 sccurity 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 Coniract, 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. In 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 Kacilities 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
MUNICIPAL 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

CITY OF CONROE, TEXAS

ATTEST: ACCEPTED:
By: By:

Name: Name:

Title: City Secretary Title: Mayor
APPROVED AS TO FORM:

By:

Name:

Tide: City Attorney
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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 "1" 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.

F-5
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ATTACHMENT "1"

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. Easement recorded in the Real Property Records of Montgomery County,
Texas under Clerk's File No. ]
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City oF CONROE

Est. 1904

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 filled. 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.
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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%.



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
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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 (LMCl.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.

Maijor transportation projects include the following:

New commuter bus service at the Conroe Park & Ride to begin service in 2019.

e Recipient of FY18 State Public Transportation Appropriations for transit operations
reimbursement.

e Construction in progress of the |IH-45 & SH-105 Access Management improvements.



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. | express my appreciation to all members of the Department
who assisted and contributed to its preparation. | 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.



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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City of Conroe, Texas
Listing of City Officials
September 30, 2018

Elected Officials

Mayor
Councilman Place 1
Councilman Place 2
Councilman Place 3 - Mayor Pro Tem
Councilman Place 4
Counciiman Place 5
Municipal Court Judge

Appointed Officials
City Administrator
City Secretary
City Attorney
Assistant City Administrator/Chief Financial Officer
Police Chief
Fire Chief
Director of Parks and Recreation
Director of Capital Projects and Transportation
Director of Public Works
Director of Human Resources

Executive Director of Conroe Industrial Development Corporation

Director of Community Development

Toby Powell

Duane Ham

Seth Gibson

Duke W. Coon
Raymond McDonald
Jody Czajkoski
Mike Davis

Paul Virgadamo, Jr
Soco Gorjon
Marcus Winberry
Steve Williams
Jeff Christy

Ken Kreger

Mike Riggens
Tommy Woolley
Norman McGuire
Andre Houser

Danielle Scheiner

Nancy Mikeska
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Independent Auditor’s Report

To the Honorable 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 magjor 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 éifys management is responsible for the preparation and fair presentation|of 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 Unned States of America
and the standards applicable to financial audits contained in Government Audmng Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the
auditi to obtain reasonable assurance about whether the financial statements oré 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 staiements, whether due to fraud or
error, In making those risk assessments, the auditor considers internal control relevant to the entity's
preporohon and fair presentation of the financial statements in order 1o design oudl’r procedures that
are oppropnofe in the circumstances, but not for the purpose of expressing on 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, LL.P.

1406 Wilson Road, Suite 100|| Conroe, Texas 77304

11 Main: 936.756. 8127 | Fax:936.756.8132
CPAs AND ADVISORS | 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.
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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.

Lo ard Jiductt LLE.
WEAVER AND TIDWELL, L.L.P.

Conroe, Texas
March 21, 2019

13



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100

