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APPLICATION OF INTEGRA WATER, §

DOCKET NO. 51683

TEXAS, LLC FOR A SEWER §

CERTIFICATES OF CONVENIENCE § PUBLIC UTILITY COMMISSION
AND NECESSITY IN BASTROP §

COUNTY § OF TEXAS

INTEGRA WATER TEXAS, LLC’S

RESPONSE TO ORDER NO. 2 AND SUPPLEMENT TO APPLICATION

COMES NOW, Integra Water Texas, LLC. (Integra or Applicant) and files this Response

to Order No. 2 and Supplement to its Application, as required by Order No. 2.! This Response

and Supplement is timely filed.

On February 4, 2021, the Staff of the Public Utility Commission (Staff) filed its

Recommendation on Administrative Completeness of the Application and Notice, along with

Staff’s Memorandum of the same date. Staff’s recommendations identify five deficiencies in

Applicant’s filing of January 5, 2021.

This filing supplements the Application filed herein on January 5, 2021. Specifically,

attached as supplemental information are the following:

L.

A copy of the Escrow Agreement between Integra and CenTex Los Milagros, LP,
executed on February 26, 2020, a copy of the Assignment of and Amendment to
Agreement between Integra and CenTex Los Milagros, LP, Cayetano
Development, LLC and Integra Water Tennessee, LLC, executed February 26,
2020 and Agreement between Cayetano Development, LLC and Integra Water
Tennessee, LLC dated December 20, 2018, attached as Attachment A.

Integra’s Income Statement for years 2019 and 2020, attached as
CONFIDENTIAL Attachment B (CD provided).

Integra’s Organizational Charts, including current affiliates, attached as
Attachment C.

Integra’s digital mapping data for the requested area in shapefile (SHP) format,
attached as Attachment D (CD provided).
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Order No. 2 Finding Application Insufficient, Establishing Deadlines and Opportunity to Cure
(Feb. 5, 2021).
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5. Copy of the revised tariff that contains the rates if the utility’s application is
approved, attached as Attachment E.

Integra respectfully requests that its application be deemed administratively complete.
Respectfully submitted,

LLOYD GOSSELINK ROCHELLE
& TOWNSEND, P.C.

816 Congress Avenue, Suite 1900

Austin, Texas 78701

(512) 322-5800

(512) 472-0532 (Fax)

jmauldin@lglawfirm.com

JAMIE [.. MAULDIN
State B 0. 24065694

ATTORNEYS FOR INTEGRA WATER
TEXAS, LL.C

CERTIFICATE OF SERVICE
I certify that, unless otherwise ordered by the presiding officer, notice of the filing of this

document was provided to all parties of record via electronic mail on March 4, 2021, in accordance
with the Order Suspending Rules, issued in Project No. 50664.

P

JAMIE|L. MAULDIN
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ALLACILIICIIL A

ESCROW AGREEMENT

This Escrow Agreement (this “Escrow Agreement”) is made by and among INTEGRA
WATER TEXAS, LLC, a Texas limited liability company (‘integra”) and CENTEX LOS
MILAGROS, L.P., a Texas limited partnership (“Los Milagros”) and JONES, GALLIGAN, KEY
& LOZANO, L.L.P., a Texas limited liability partnership (“"Escrow Agent"), effective February

24 2020 (the “Effective Date").

RECITALS

WHEREAS, Integra's and Los Milagros’ predecessors-in-interest entered into an
Agreement for the Design, Permitting, Construction, Ownership, Operation and Maintenance of
the Wastewater Utility System (the “Agreement”), effective as of December 20, 2018, relating to
the wastewater utility system that will serve the Los Milagros Subdivision in Bastrop County,
Texas (the “Subdivision®); and

WHEREAS, Integra and Los Milagros have agreed to escrow funds payable by Los
Milagros to Integra pursuant to Section 6.3 of the Agreement with Escrow Agent (the "Escrow
Funds”) so that Escrow Agent can disburse the Escrow Funds directly to the person entitled to
receive such funds pursuant to Section 6.3.

THEREFORE, for and in consideration of the premises and other good and valuable
consideration, the receipt and sufficiency of which are acknowledged and confessed, the parties
hereto agree as follows:

TERMS OF AGREEMENT

1. Defined Terms. The following terms shall have the meanings given below:

(a) A “business day” is any day other than Saturday, Sunday, or a holiday
observed by the Federal Reserve Bank of Dallas.

(b) “Escrow Account” means an escrow account kept by Escrow Agent in its
ordinary course of business.

(c) “Escrow Funds" shall have the meaning described in the Recitals.
(d) “Invoices” shall have the meaning assigned in Paragraph 4(a).

2. Escrow Account - The Escrow Account will be under the sole control of Escrow
Agent, and designated signers of Escrow Agent will have the sole and exclusive authority to draw
checks or make withdrawals from the Escrow Account.

3. Deposit and Disbursement of Escrow Funds. Disbursements of the Escrow Funds
will be made in accordance with the following conditions:

(a) Inaccordance with Section 6.3 of the Agreement, Integra will send invoices
to Escrow Agent based on the progress of Integra’s work under the Agreement. Such
invoices will be for the actual cost of labor, equipment, materials, consultants, contractors,
and other associated expenses (the “Invoices”) with instructions to Escrow Agent for the
payment of such expenses directly to the contractors, consultants, and persons providing

Escrow Agreement
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such labor, equipment, material, or other related expenses. Los Milagros shall review the
Invoices and shall inform Escrow Agent and Integra of its approval of or any dispute
regarding the Invoices within fifteen (15) business days following its receipt of the invoices.
Upon receipt and approval of the Invoices, Los Milagros will transfer Escrow Funds in an
amount sufficient to pay the Invoices into the Escrow Account and will direct Escrow Agent
to pay the Invoices, which Escrow Agent will do immediately upon receipt of such notice.
Escrow Agent shall not be required to pay any of the Invoices which are disputed by Los
Milagros until such time as Integra and Los Milagros jointly direct Escrow Agent to do so.
As used herein, the term “Invoices” shall include the CIAC taxes payable under Section

6.3 of the Agreement, which shall be payable to Integra.

(b) Under no circumstances may Escrow Agent release any portion of the
Escrow Funds for Invoices approved by Los Milagros without written authorization from
Los Milagros. Further, Escrow Agent shall not release any portion of the Escrow Funds
for Invoices disputed by Los Milagros without the written authorization of both Integra and

Los Milagros.
4, Termination. This Escrow Agreement will terminate when all work required of

Integra by the provisions of the Agreement has be completed.

5. Exculpation Provisions for Escrow Agent.

(a) It is agreed that (i) Escrow Agent will in no event be liable for any direct or
indirect damage caused by the performance of Escrow Agent's obligations in accordance
with the terms of this Escrow Agreement, except to the extent caused by Escrow Agent's
negligence or willful breach of its duties hereunder; and (ii) Escrow Agent will not be liable
or responsible for the sufficiency or correctness as to form, manner of execution, or validity
of any instrument tendered to Escrow Agent hereunder, nor as to identity, authority, or
rights of any person executing the same.

(b) In the event of any disagreement between the parties to this Escrow
Agreement resulting in adverse claims or demands being made in connection with the
Escrow Funds, or if Escrow Agent, in good faith, is in doubt as to what action it should
take hereunder, Escrow Agent may, at its option, refuse to comply with any requests,
claims or demands relating to this Escrow Agreement, so long as such disagreements
continue or such doubt exists, and in any such event, Escrow Agent may continue to
refrain from acting until (i) the rights to the Escrow Funds have been fully and finally
adjudicated by a court of competent jurisdiction or (ii) all differences have been resolved
by written agreement among all of the persons making requests, claims, or demands with
respect to the Escrow Funds and Escrow Agent has been notified thereof in writing signed
by all such persons. In connection with any such disagreement as aforesaid, Escrow
Agent may institute a bill of interpleader, and any costs so incurred by Escrow Agent may
be payable out of the Escrow Funds. The rights of Escrow Agent under this paragraph
are cumulative of all other rights that it may have by law or otherwise and will survive the
termination of this Escrow Agreement.

6. Replacement of Escrow Agent.

(a) At any time during the term of this Escrow Agreement, Escrow Agent may
resign and be discharged of the obligations created by this Escrow Agreement by
executing and delivering to Integra and Los Milagros, written notice of its resignation as

Escrow Agreement
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ALLACIUIICIIL A

Escrow Agent and specifying the date when such resignation is to take effect. Any
resignation of Escrow Agent will not become effective until the earlier to occur of (i)
acceptance of appointment by the successor Escrow Agent or (ii) thirty (30) days after
Escrow Agent’s notice of resignation.

(b)  Escrow Agent may be removed at any time by Integra and Los Milagros by
a written notice to Escrow Agent executed by both Integra and Los Milagros, whereupon
a successor Escrow Agent will be appointed pursuant to subparagraph (d) below.

(c) If Escrow Agent resigns, is dissolved, or its property or affairs are taken
under the control of any state or federal court or administrative body or agency because
of insolvency or bankruptcy or for any other reason, a vacancy shall forthwith exist in the
office of Escrow Agent, and a successor will be appointed pursuant to subparagraph (d)
below.

(d) In the event of the removal or resignation of the Escrow Agent pursuant to
subparagraph (a), (b) or (c) above, Integra and Los Milagros will endeavor in good faith to
agree upon a successor Escrow Agent to be appointed by written instrument, one copy of
which instrument will be delivered to each of the predecessor Escrow Agent, the
successor Escrow Agent, Integra and Los Milagros. Any successor Escrow Agent
appointed by Integra and Los Milagros pursuant to this subparagraph will, in Integra’s and
Los Milagros's reasonable judgment, be adequately bonded, qualified and reputable.

(e) Any successor Escrow Agent appointed hereunder will execute,
acknowledge and deliver to Integra and Los Milagros an instrument accepting such
appointment hereunder, and thereupon such successor Escrow Agent, without any further
act will become duly vested with all of the property, rights, powers, trusts, duties and
obligations of its predecessor hereunder, with the same effect as if originally named
Escrow Agent.

& Miscellaneous.

(a) Any notice, demand, contest, request, or other communication (herein, a
“notice”) provided or permitted to be given under this Escrow Agreement must be in
writing and may be served by (i) depositing the same in the United States Mail, addressed
to the party to be notified, postage prepaid, via certified mail with return receipt requested;
(i) delivering the same in person (e.g., by local courier) to such party; (iii) overnight
delivery service that retains regular records of delivery and receipt; or (iv) electronic mail
during the hours of 9:00 a.m. and 4:30 p.m., Central Standard Time , so long as the notice
is also delivered by one of the other methods provided herein. Notices sent by United
States Mail, as aforesaid, or by overnight courier service shall be deemed received on the
date of actual receipt or refusal of service. Notices given by personal delivery shall be
deemed received on the date of receipt or refusal of service. Notices sent via electronic
mail during the aforesaid hours shall be deemed received on the date of actual receipt. A
party’s address for notice hereunder must be an address within the United States of
America. The addresses of Integra, Los Milagros, and Escrow Agent (and parties to whom
copy must be sent) for purposes of notice hereunder will be as follows until changed by

notice:

If to Inteqra: INTEGRA WATER TEXAS, LLC
Attn: John L. McDonald, Manager

Escrow Agreement
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Attachment A

3212 6™ Avenue South, Suite 200
Birmingham, Alabama 35222
JMcDonald@integrawater.com (e-mail)

If to Los Milagros: CENTEX LOS MILAGROS, L.P.
Attn: Matthew J. Long
2211 Hancock Drive
Austin, Texas 78756
miong@caystanodevelopment.com (E-mail)

ifto Escrow Agent: JONES, GALLIGAN, KEY & LOZANO, L.L.P.
c/o Eugene R. Vaughan, 11|
P.O. Drawer 1247
Weslaco, Texas 78599-1247
evaughan@)jgkl.com (e-mail)

(b) This Escrow Agreement will be governed by the laws of the State of Texas.

(c) The provisions of this Escrow Agreement may be amended only by a
written agreement signed by or on behalf of Integra, Los Milagros, and Escrow Agent.

{d) This Escrow Agreement evidences the entire agresment between the
undersigned relating to the manner of Escrow Agent’s holding and disbursing the Escrow
Funds and supersedes all prior agreements, understandings, negotiations and
discussions, oral or written, of the parties relating to such subject matter.

(e)  The terms of this Escrow Agreement will be binding upon and will inure to
the benefit of Escrow Agent, Integra and Los Milagros and their respective successors
and permitted assigns, including any debtor in possession or bankruptcy trustee acting for
any of said parties. Neither Integra, Los Milagros, nor Escrow Agent may assign its rights
or obligations under this Escrow Agreement or any interest herein without the other
parties' prior written consent.

H Time is of the essence of this Escrow Agreement and all time periods
hereunder; provided, however, if any day for the occurrence of an event or act under this
Escrow Agreement falls on a day other than a business day, then the time of the
occurrence of such event or act shall be extended to the next succeeding business day.

(9) Termination of this Escrow Agreement will not terminate the rights and
obligations of Integra and Los Milagros under any other contracts or agreements then in
effect between them.

)] Integra represents and warrants to Los Milagros and Escrow Agent that
Integra has full right, power and authority to execute, deliver, and perform the terms and
obligations of this Escrow Agreement, and this Escrow Agreement has been authorized
and approved by all necessary actions of Integra. Accordingly, this Escrow Agreement
constitutes the legal, valid and binding obligation of Integra, and is enforceable in
accordance with its terms and provisions.

(i Los Milagros represents and warrants to Integra and Escrow Agent that
Los Milagros has full right, power, and authority to execute and deliver and perform the

Escrow Agreement
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ALLACILICIIL A

terms and obligations of this Escrow Agreement, and this Escrow Agreement has been
authorized and approved by all necessary actions of Los Milagros. Accordingly, this
Escrow Agreement constitutes the legal, valid and binding obligation of Los Milagros, and
Is enforceable in accordance with its terms and provisions.

)] Escrow Agent represents and warrants to Integra and Los Milagros that
Escrow Agent has full right, power, and authority to execute and deliver and perform the
terms and obligations of this Escrow Agreement, and this Escrow Agreement has been
authorized and approved by all necessary actions of Escrow Agent. Accordingly, this
Escrow Agreement constitutes the legal, valid and binding obligation of Escrow Agent,
and is enforceable in accordance with its terms and provisions.

(k) The failure of a party to insist, in any one or more instances, upon
performance of any provision of this Escrow Agreement, shall not be construed as a waiver
or relinquishment of the future performance of any such provision by another party, and
the obligation of such other party with respect to such future performance shall continue
in full force and effect. No waiver of any provision hereof shall be effective unless set forth
in writing signed by the waiving party and no waiver of any provision hereof shall be
deemed to imply or constitute a waiver of any other provision set forth herein. If any
provision of this Escrow Agreement, or its application to any person or circumstancs, is
ever held to be invalid or unenforceable, then in each such event the remainder of this
Escrow Agreement or the application of such provision to any other person or any other
circumstance (other than those as to which it Is invalid or unenforceable) shall not be
thereby affected, and each provision hereof shall remain valid and enforceable to the
fullest extent permitted by law or in equity.

()] The headings in this Escrow Agreement are for convenience only, shall in
no way define or limit the scope or content of this Escrow Agreement, and shall not be
considered in any construction or interpretation of this Escrow Agreement or any part
hereof. The parties acknowledge that they and their counsel have reviewed and revised
this Escrow Agreement and that the normal rule of construction to the effect that any
ambiguities are to be resolved against the drafting party will not be employed in the
interpretation of this Escrow Agreement or any amendments or exhibits hereto. Whenever
the context requires, the singular shall include the plural, the plural shall include the
singular, the whole shall include any part thereof, and any gender shall include all other
genders.

(m) If any party files a lawsuit in connection with this Escrow Agreement, then
the party that prevails in such action, as determined by the court, shall be entitled to
recover from the non-prevailing party, in addition to all other remedies or damages
provided herein, reasonable attorneys' fees and costs of court incurred in such lawsuit.

(n) This Escrow Agreement may be executed in multiple counterparts, each

one of which will be deemed an original, but all of which when disassembled, aggregated
and taken together will constitute one and the same instrument.

Escrow Agreement
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IN WITNESS WHEREOF, Integra, Los Milagros, and Escrow Agent have executed this
Escrow Agreement to be effective as of February 26, 2020.
Integra;

INTEGRA WATER TEXAS, LLC, a Texas limited
liability company

By: %% —
Printed Name: l/ﬁézu /%SE%Q/
Title: ///%/w?fé’///‘

/

Escrow Agreement
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ALLACIIIICIHIL A

Los Milagros:

CENTEX LOS MILAGROS, L.P., a Texas limited
partnership

By: CENTEX LOS MILAGROS GP, LLC, a Texas
limited liability company

its: General Partner

By:

) Vi6d-President

Escrow Agreement
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AlldCIuent A

Escrow Agent:

JONES, GALLIGAN, KEY & LOZANO, L.L.P.

o G Rl x

EUGENE R. VAUGHWN, 1ii

Escrow Agreement
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ATtacnment A

ASSIGNMENT OF AND AMENDMENT TO
AGREEMENT CONCERNING WASTEWATER UTILITY SYSTEM

This Assignment of and Amendment to Agreement Concerning Wastewater Utility System
(this "Assignment and Amendment"), dated as of February_/z, 2020, is made by and among
CAYETANO DEVELOPMENT, LLC, a Texas limited liability company ("Cayetano"), CENTEX
LOS MILAGROS, L.P., a Texas limited partnership (‘Los Milagros”), INTEGRA WATER
TENNESSEE, LLC, a Tennessee limited liability corporation (‘Integra Tennessee"), and
INTEGRA WATER TEXAS, LLC, a Texas limited liability company (“Integra Texas").

RECITALS:

WHEREAS, Cayetano and Integra Tennessee entered into that one certain Agreement
for the Design, Permitting, Construction, Ownership, Operation, and Maintenance of the
Wastewater Utility System to be Installed to Serve Los Milagros dated December 20, 2018 (the
“Agreement”), pursuant to which Integra Tennessee would build, operate and own a wastewater
utility system for the benefit of the Los Milagros Subdivision in Bastrop County, Texas; and

WHEREAS, Cayetano desires to assign its rights in and obligations under the Agreement
to Los Milagros;

WHEREAS, Integra Tennessee desires to assign it rights in and obligations under the
Agreement to Integra Texas; and

WHEREAS, the parties desire to amend the Agreement to provide for payments made
pursuant to the Agreement to be made to and disbursed by an escrow agent chosen by the
parties.

AGREEMENT:

NOW, THEREFORE, in consideration of the foregoing premises and the mutual covenants
set forth herein and in the Agreement the parties hereby agree as follows:

i Assignment of the Agreement by Cayetano. Cayetano hereby assigns all of its
interest in the Agreement to Los Milagros, and Los Milagros hereby assumes all of Cayetano’s
interest in the Agreement and the rights, duties, and obligations of Cayetano therein. Integra
Tennessee and Integra Texas hereby consent to the assignment of the Agreement to Los
Milagros.

2, Assignment of the Agreement by Integra Tennessee. Integra Tennessee hereby
assigns all of its interest in the Agreement to Integra Texas, and Integra Texas hereby assumes
all of Integra Tennessee’s interest in the Agreement and the rights, duties, and obligations of
Integra Tennessee therein. Cayetano and Los Milagros hereby consent to the assignment of the
Agreement to Integra Texas.

3. Escrow for Reimbursement of Design, Permitting, and Construction Costs.
Section 6.3 of the Agreement is hereby amended to provide that the UTILITY (as that term is
defined in the Agreement) shall provide invoices for the items to be reimbursed by DEVELOPER
(as that term is defined in the Agreement) to an escrow agent appointed by the parties (the
“Escrow Agent”), which shall consist of the actual costs of labor, equipment, materials,
consultants, contractors, and other associated expenses, and the Contribution in Aid of

Amendment and Assignment of Agreement
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Construction tax (the “CIAC"). Upon receipt of such invoices, the DEVELOPER will transfer funds
in the amount of such invoices to the Escrow Agent who will disburse such funds to the
appropriate parties upon the written instructions of DEVELOPER and UTILITY.

4. Amendment to Cover Page. The phrase “Niederwald, Texas” shall be deleted from
the cover page of the Agreement and from all other places it may appear within the Agreement.
The phrase “Bastrop County, Texas” shall be substituted in its place.

5. Ratification. The Agreement, as hereby amended, is ratified and confirmed in all
respects. This Assignment and Amendment shall be subject to, governed by and be a part of the
Agreement.

6. Counterparts. This Assignment and Amendment may be executed in two or more
counterparts, each of which shall be deemed an original and all of which together shall constitute
one instrument.

[Signature pages follow.]

Amendment and Assignment of Agreement
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EXECUTED by Cayetano and Los Milagros the 12th day of February , 2020,

CAYETANO:

CAYETANO DEVELOPMENT, LLC, a Texas limited liability company

By: /’\

- e
MATTHEW J. LONG;Président

LOS MILAGROS:

CENTEX LOS MILAGROS, L.P., a Texas limited partnership

By: CENTEXLOS MILAGROS GP, LLC, a Texas limited liability company
Its: General Partner

By: /—\ — =
MATTHEW J. LONG) Vlee-President

Amendment and Assignment of Agreement
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ATtacnment A

EXECUTED by Integra Tennessee and Integra Texas the day of
, 2020.

INTEGRA TENNESSEE:

INTEGRA WATER TENNESSEE, LLC, a Tennessee limited liability corporation

By: @/
Printed Né)ne/ ﬁ[m /77“/M
Title: Mm/«q%

INTEGRA TEXAS:

INTEGRA WATER TEXAS, LLC, a Texas limited liability company

By: W
Printed Name Iﬂ/,m V27 M

Title: 54444/1/1,& Cr

Amendment and Assignment of Agreement
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AGREEMENT
between
Cayetano Development
and
INTEGRA WATER TENNESSEE, LLC
for the Design, Permitting, Construction, Ownership, Operation and Maintenance of the
WASTEWATER UTILITY SYSTEM
to be installed to serve
Los Milagros
Niederwald, Texas

December 20, 2018

{005052/15319/00384163.DOC / Ver.2}
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AGREEMENT

This Agreement for the installation, conveyance, and operation of the wastewater utility
system to be installed to serve Los Milagros (“Agreement”) is made as of the 20th day of December
2018, by and between CAYETANO DEVELOPMENT, LLC AND/OR ASSIGNS,
(“Development Company”), a Texas corporation, and INTEGRA WATER TENNESSEE, LLC
(INTEGRA), a Tennessee Limited Liability Corporation; DEVELOPMENT COMPANY and
INTEGRA shall collectively be referred to as the “Parties”.

WITNESSETH:

WHEREAS, DEVELOPMENT COMPANY has requested, and INTEGRA has agreed that
upon completion of the Wastewater Utility System (defined below), DEVELOPMENT
COMPANY shall convey the Wastewater Utility System Assets (defined below) constructed
during such phase to INTEGRA, and INTEGRA shall accept such Wastewater Utility Assets and,
thereafter, own and operate such facilities, all in accordance with this Agreement.

NOW, THEREFORE, for and in consideration of the premises and of the rights, powers,
and duties hereinafter set forth to be performed by each Party, DEVELOPMENT COMPANY and
INTEGRA do mutually agree as follows:

1. DEFINITIONS

1.1.  “Agreement” shall mean this Agreement for the installation, conveyance, and operation of
the wastewater utility systems serving Los Milagros (defined below), including all exhibits
and schedules hereto, if any, as amended from time to time.

1.2.  “TCEQ?” shall mean Texas Commission on Environmental Quality.

1.3.  “Certificate” shall mean the Certificate of Public Convenience and Necessity for
providing Wastewater utility service in Los Milagros to be issued by the Commission
(defined below).

1.4.  “Closing” shall mean each instance upon which Wastewater Utility System Assets
(defined below), as the context requires, are transferred from DEVELOPMENT
COMPANY to INTEGRA.

1.5.  “Closing Date” shall mean the date of closing.
1.6. “Commission” shall mean the Public Utility Commission of Texas.

1.7.  “FEasement Property” shall mean the real property that will be part of the Wastewater
Utility System that is owned by Developer and will be used in connection with the
Wastewater Utility System, including, but no limited to, storage site, treatment facility
sites, treatment disposal sites, access and utility easements, and other real property that is
needed for the construction, operation, maintenance, repair, and replacement of the
Wastewater Utility System.

{005052/15319/00384163.DOC / Ver.2}



1.8.

1.9.

1.10.

1.11.

1.12

1.13

1.14

1.15

1.16
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“Developer” shall mean Cayetano Development, an Texas Corporation, whose mailing
address is: 2211 Hancock Drive Austin, Texas 78756.

“GPD” shall mean gallons per day.

“Permit” shall mean the Wastewater Utility System Permit and/or the Authorization to
Construct to be issued by TCEQ.

“Service Line” shall mean that portion of the individual household wastewater line for
which the Utility will not assume maintenance responsibility. The Service Line shall
include only that portion of the individual household wastewater line that extends from the
Utility’s wastewater tap at or near the property line to the home. The portion of the line
extending from the wastewater tap to the wastewater main at or near the street shall not be
included in the term “Service Line”.

“REU” shall mean One Residential Equivalent Unit, as defined as follows:

“Subdivision” shall mean the property that is to be developed by Developer, to be known
as Los Milagros consisting of approximately 374 single family residential lots located off
Highway 21, in Bastrop County, Texas.

“Utility” shall mean Integra Water Tennessee, LLC, a Tennessee Limited Liability
corporation, its successors and assigns, whose business address is: 3212 6" Ave S, Suite
200, Birmingham, Alabama 35222.

“Wastewater Plans” shall mean all plans and specifications, as may be amended from time
to time, for the Wastewater Utility System approved by the Utility and TCEQ and
engineered by Developer’s engineer.

“Wastewater Utility System” shall mean the storage, treatment, and collection system, and
other facilities used in the storage, treatment and collection of the wastewater utility service
necessary to provide service to the lots of the Subdivision, including but not limited to,
treatment facilities, storage ponds, collection mains, services, pump stations, pumps,
controls, electrical equipment, wastewater treatment equipment, valves, and other
additional components of the Wastewater Utility System necessary to provide wastewater
to the lots in the Subdivision, along with Easement Property.

REPRESENTATIONS AND WARRANTIES OF DEVELOPMENT COMPANY
Developer hereby represents and warrants as follows:

Organization; Good Standing; Power. Developer is a corporation duly organized, validly
existing and in good standing under the laws of the State of Texas and has all the requisite
power and authority to own, lease and operate its properties, to carry on its business as now
being conducted and to enter into this Agreement and perform its whole obligations
hereunder.

ni17
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2.15

3.13

3.14

3.15
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Authority Relative to Agreement. The execution, delivery and performance of this
Agreement by Developer have been duly and effectively authorized by all necessary action.
This Agreement has been duly executed by Developer and is a valid and legally binding
obligation of Developer enforceable in accordance with its terms except (i) as limited by
(a) applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance,
or other laws of general application relating to or affecting the enforcement of creditors’
rights generally, (b) laws relating to the availability of specific performance, injunctive
relief, or other equitable remedies, or (ii) to the extent the indemnification provisions may
be limited by applicable federal or state securities laws.

Effect of Agreement. The execution, delivery and performance of this Agreement by
Developer and the consummation of the transactions contemplated hereby will not (i)
require the consent, approval or authorization of any person, corporation, partnership, joint
venture or other business association or public authority other than the Commission or
TCEQ, (i1) violate, with or without the giving of notice or the passage of time or both, any
provisions of law now applicable to Developer or (iii) result in a violation of articles of
organization or operating agreement.

REPRESENTATIONS AND WARRANTIES OF THE UTILITY

The Utility hereby represents and warrants as follows:

Organization; Good Standing; Power. The Utility is a limited liability corporation duly
organized, validly existing and in good standing under the laws of the State of Alabama
and has all requisite corporate power and authority to own, lease and operate its properties,
to carry on its business as now being conducted and to enter into this Agreement and
perform its obligations hereunder.

Authority Relative to Agreement. The execution, delivery and performance of this
Agreement by the Utility have been duly and effectively authorized by all necessary
corporate action. This Agreement has been duly executed by the Utility and is a valid and
legally binding obligation of the Utility enforceable in accordance with its terms except
(i) as limited by (a) applicable bankruptcy, insolvency, reorganization, moratorium,
fraudulent conveyance, or other laws of general application relating to or affecting the
enforcement of creditors’ rights generally, (b) laws relating to the availability of specific
performance, injunctive relief, or other equitable remedies, or (ii) to the extent the
indemnification provisions may be limited by applicable federal or state securities laws.

Effect of Agreement. The execution, delivery and performance of this Agreement by the
Utility and the consummation of the transactions contemplated hereby will not (i) require
the consent, approval or authorization of any person, corporation, partnership, joint venture
or other business association or public authority other than the Commission or TCEQ), (ii)
violate, with or without the giving of notice or the passage of time or both, any provisions
of law now applicable to the Utility, or (iii) result in a violation of the Utility’s charter or
bylaws.
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WASTEWATER COLLECTION SYSTEM DESIGN AND INSTALLATION
REQUIRMENTS

Developer, at its cost, shall cause to be designed, constructed, and installed in the
Subdivision the Wastewater Utility System collection system and sewage lift station, in
accordance with plans and specifications to be approved by the Utility and TCEQ and
engineered by Developer’s engineer. The Wastewater Utility System collection system
shall be designed, constructed, and installed pursuant to the Utility’s specifications.

Neither the Developer nor the Utility shall construct or begin construction of any portion
of the Wastewater Utility System prior to approval of the Wastewater Utility System plans
and specifications by TCEQ or prior to the issuance of an Authorization to Construct by
TCEQ.

Any penalties assessed against the Utility (as the applicant for the Wastewater Utility
System), Developer’s engineer, or Developer by TCEQ as a result of Developer installing
all or a portion of the Wastewater Utility System without TCEQ approval shall be paid by
Developer prior to wastewater service being provided in the Subdivision.

APPLICATION FOR CERTIFICATE AND PERMITTING

After the execution of this Agreement, the Utility will apply to the Commission and TCEQ),
as soon as may be practicable, for a Certificate to provide wastewater service to residents
in the Subdivision and a wastewater discharge permit. Upon the granting of the wastewater
discharge permit the Utility will begin construction on the Wastewater Utility System.
Upon the granting of the Certificate by the Commission, the conveyance of an easement in
the completed Wastewater Utility System to the Utility, and the Closing occurring, the
Utility will supply wastewater service to the residents of the Subdivision.

It is mutually understood and agreed that the sale and conveyance of the Wastewater
Utility System shall become effective only upon the granting of the Certificate by the
Commission and approval of the Water Utility System by TCEQ.
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6 WASTEWATER TREATMENT PLANT DESIGN, PERMITTING,
CONSTRUCTION, OWNERSHIP AND OPERATION

6.1 Design of WWTP. UTILITY, at DEVELOPER’S expense, shall be obligated for

engineering and permitting via an NPDES permit associated with the WWTP.

6.2 Construction of WWTP.

DEVELOPER shall be obligated to:

a)
b)
c)
d)

€)

Grade the site suitable for erection of the wastewater treatment plant;
Construct an all-weather access drive to the fence line,
Provide electric connection to the WWTP property line

Construct a sewage lift station and force main equipped with SCADA to
UTILITY specifications;

DEVELOPER shall track its cost associated with the grading, leveling and
placing of stone on the plant site to include labor, equipment, and materials
and provide a written certification of DEVELOPER’S cost to UTILITY.

UTILITY shall, at DEVELOPER’S expense, be obligated to:

a)

g
h)

Construct a Wastewater Treatment Plant in two phases each capable of
treating up to 40,000 GPD of wastewater treatment capacity in such a
manner to meet the effluent permit requirements established by the TDEQ
Permit; Wastewater Treatment Plant specs and estimated costs are outlined
in Exhibit B.

Provide a backup generator and automatic transfer switch;

Provide SCADA,;

Provide UV disinfection;

Provide site fencing & lighting;

Provide an influent lift station capable of servicing 374 residential units;
Provide yard piping, plant water, plant electrical

Provide trenching and piping from WWTP plant to discharge point. The
discharge point is identified on Exhibit C.

Other components associated with the WWTP;

non
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Reimbursement of Design, Permitting and Construction Cost. UTILITY shall invoice
based on progress expenses associated with the design, permitting, construction, and taxes,
at a total cost to Developer not to exceed $1,739,100 for both phases. DEVELOPER shall
pay UTILITY within fifteen (15) days of issuance of an invoice from UTILITY for actual
cost provided during the preceding month. UTILITY shall invoice DEVELOPER actual
cost labor, equipment, materials, consultants, contractors and other associated expenses.
Upon completion of construction, UTILITY shall invoice and DEVELOPER shall pay the
Contribution in Aid of Construction (CIAC) tax for the Wastewater Utility System
pursuant to section 118 (¢) 2017 tax law. NOTE: The sum totals of all invoices eligible for
reimbursement for phase 1, including all CIAC taxes assessed for the Wastewater Utility
System, shall be capped at $976,500, and the sum total of all invoices eligible for
reimbursement for phase 2, including all CIAC taxes assessed for the Wastewater Utility
System shall be capped at $762,600. Any expenses over and above the agreed upon caps
will be paid by the Utility.

Timing of Construction of Phase 2. In consideration of potential inflationary effects on the
cost of construction, the $762,600 cap on Phase 2 (referenced in Section 6.3), shall be valid
for two years from the completion of Phase 1. If Phase 2 shall not be completed within 2
years of completion of Phase 1, the Developer and Utility will obtain new cost estimates
for construction of Phase 2 treatment plant and revise the cap if necessary.

Connection Fees. Upon payment of all invoices for the design, permitting and construction
of the WWTP, UTILITY shall waive all connection fees.

Construction Delays. In the event that construction of the WWTP is not completed by the
time the subdivision roads, drainage, water and electric are completed, the Utility shall
provide pump and haul services until such time as the WWTP is completed.

a) Purchase Price. The Purchase Price made by UTILITY to DEVELOPER shall be
$500/REU. The Purchase Price payments shall begin when the 1% connection has
been made to the Wastewater Collection System and end when the 374" REU has
been connected to the Wastewater Collection System. The Purchase Price Payment
shall be paid by the Buyer to the Seller on a quarterly basis, based on the number
of connections installed during the previous quarter. Such payments shall be made
on or about January 31, April 30, July 31, and October 31 of each calendar year and
in the month following each calendar quarter.

Tariff. In consideration of the Purchase Price, UTILITY shall request that TPUC
approve a tariff that establishes a monthly flat sewer rate of approximately $49.50 per
REU. In the event that, prior to Closing, the TPUC approves a tariff that establishes a flat
monthly sewer rate greater than $49.50 per REU, DEVELOPER shall be entitled to
terminate this Agreement upon written notice to UTILITY. UTILITY agrees that for a
period of 5 years after DEVELOPER executes this Agreement, it will not seek TPUC
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approval of a rate increase per REU greater than the CPI over the period since its last rate
increase.

7 TITLE INSURANCE FOR EASEMENTS

74

8.1

8.2

8.3

8.4

Prior to the Closing, Developer agrees to also furnish to the Utility, at Developer’s
expense, title insurance for all perpetual non-exclusive easements for the Wastewater
Utility System certifying the easements to be free and clear of all liens and
encumbrances. Developer shall pay all costs and attorney’s fees incurred in connection
therewith. Developer shall pay the title insurance premiums in connection with the
issuance of an owner’s policy at or prior to Closing.

DESIGN, ENGINEERING, CONSTRUCTION AND CERTIFICATION OF THE
WASTEWATER COLLECTION SYSTEM

Design of WWCS. DEVELOPER shall pay for all engineering cost and permits fees
associated with the design and TEQ approval and permitting of the Wastewater Collection
System necessary to serve the Los Milagros Development, including all future phases.

Construction of WWCS. DEVELOPER shall be responsible for the construction and
installation of the WWCS. In connection with development of each phase of Los Milagros
Development, DEVELOPER shall cause to be installed, at DEVELOPER’S expense, a
complete Wastewater Collection System to serve all lots in that phase of the Development.
The entire Wastewater Collection System shall be constructed in such a manner as to
restrict entry of groundwater and surface waters into the Wastewater Utility System to the
greatest extent practicable and, at a minimum, shall conform to the minimum standards
established by the TEQ regulations for infiltration/inflow.

The WWCS shall be installed in accordance with the approved Wastewater Plans.
Furthermore: prior to the commencement of any construction work on the Wastewater
Utility System, DEVELOPER shall obtain UTILITY approval of all contractors and
subcontractors who will perform work on the installation of the Wastewater Utility System.
Attached as Exhibit A is a list of all utility contractors and consultants currently approved
by UTILITY for Wastewater Utility System installations at the Development. UTILITY
shall update this list whenever requested by DEVELOPER, with the list always having a
minimum of three approved utility contractors. DEVELOPER may submit to UTILITY
additional names of licensed utility contractors (including references) for investigation and
evaluation by UTILITY. UTILITY shall not unreasonably withhold, condition or delay
approval of such additional contractors.

DEVELOPER shall furnish to UTILITY copies of all required surveys, maps, and
engineering drawings and specifications sufficient for filing an application with the
Commission for the Certificate or Certificate Extension. Surveys, maps and engineering
drawings shall be submitted to UTILITY in both paper and electronic versions, with the
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