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THIRD AMENDED AND RESTATED WATER SUPPLY CONTRACT
BETWEEN
CITY OF LEAGUE CITY, TEXAS
AND
GULF COAST WATER AUTHORITY

This THIRD AMENDED AND RESTATED WATER SUPPLY CONTRACT ({this
“Agreement”), is entered into as ofthe ____dayof . 2019, by and between the CITY
OF LEAGUE CITY, TEXAS (the “City™), a municipal corporation and home rule municipality of
the State of Texas, and the GULF COAST WATER AUTHORITY {“Authority™), a Texas
conservation and reclamation district.

RECITALS

WHEREAS, the City owns and operates a waterworks system supplying water to
inhabitants of the City and adjacent areas and previously obtained its entire water supply from
wells situated on the mainland of Galveston County. Due to the increase in the City's population
and in its water usage, the deterioration of the quality of water from its wells and for other reasons,
such water supply proved inadequate to supply the needs of the City and its inhabitants and it
became necessary to develop an additiona! supply of potable water te permit the City to serve its
customers and continue its growth; and

WHEREAS, the Anthority was created under and pursuant to the provisions of Section 59
of Article XVI of the Constitution of State of Texas (the *State™) as a conservation and reclamation
district, & povernmental agency and body politic and corporate, and the Awthority has the
responsibility and authority to develop water supplies for agricultural, municipal, industrial and
other uses in the Gulf Coast area, including Galveston County, Texas; and

WHEREAS, the Authority and the City previously entered into a Water Supply Contract,
dated as of January 15, 1971 {the “1971 Contract™}, under the terms of which the Authority issued
bonds and constructed certain facilities (the 1971 Project”) to convey water purchased by the
Authority from the City of Houston, Texas (*Houston™), for resale through such facilities to the
City and the City of Galveston, Texas (“Galveston™}; and

WHEREAS, execution of the 1971 Contract was specifically authorized by a majority vote
of the qualified electors of said City voting at an election called for such purpose on June 3, 1969,
as authorized by Article 110%, TEX. REV. Crv. STAT (now, TEX. Local Gov'T CoDE, Ch. 552);
and

WHEREAS, thereafier, the Authority and the City entered into an Amendment to the Water
Supply Contract, dated as of April 10, 1987 {the “1987 Amendment"™), whereby the City and the
Authority agreed to amend the 1971 Contract to provide for the acquisition by the Authority for
the benefit of the City and Galveston of an ownership interest in the City of Houston's Southeast
Water Purification Plant {the “Plant™). Pursuant to the 1987 Amendment, the Authority issued
bonds to finance the acquisition of an interest in the Plant described therein and assigned its pro
rata share of the capacity in the Plant to each of the City and Galveston and entered into a Cost
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Sharing Water Project Contract, dated as of April 30, 1987 between the Autherity and Houston
(the “Original Cost Sharing Agreement™); and

WHEREAS, in 1998 the Authority and Galveston entered inte Water Capacity Purchase
and Sale Agreements with the City and other political subdivisions in the same area to sell
(Galveston’s interest in the Plant, thereby allowing for the financing of improvements to the
Authorty’s Thomas §. Mackey Water Treatment Plant {the “Mackey Plant”) to accommodate the
growing potable water needs of Galveston. Upon completion of improvements to the Mackey
Plant, Galveston began receiving all of its potable water needs from the Mackey Plant and no
longer received water from the Plant; and

WHEREAS, in connection with the sale of Galveston’s interest in the Plant to the City as
described above, the Authority and the City entered into that certain Second Amendment to Water
Supply Contract, dated as of Angust 20, 1998 (the “1998 Amendment”) whereby the Authority
and the City agreed to further amend the 971 Contract to provide for the conveyance of a portion
of Galveston’s interest in the Plant to the City; and

WHEREAS, the City and the Authority entered into an Amended and Restated Water
Supply Contract between Gulf Coast Water Authority and the City of League City, Texas, dated
as of July 7, 1999 (the “First Amended and Restated Water Supply Contract™), which amended
and restated the 1971 Contract, as amended, with the City to {i) recognize the changed
circumstances described above, particularly the separation of the obligations of Galveston and the
City with respect to the Plant, (ii) acknowledge the current refunding of certain bonds, (iii) clarify
the obligations of the City to make certain bond-related payments under the First Amended and
Restated Water Supply Contract to the Authority, and recognize that the construction projects
contemplated by the 1971 Contract, as amended, had been completed, and eliminate outmoded or
unnecessary provisions of such contract; and

WHEREAS, the City and the Authority amended and restated the First Amended and
Restated Water Supply Contract throupgh the execution of a Second Amended and Restated Water
Supply Contract between the Authority and the City, dated September 15, 2001 (the “Second
Amended and Restated Water Supply Agreement™} in order to provide for the payment by the City
of the debt service on a series of bonds issued pursuant to a resolution autherizing the issuance of
the Gulf Coast Water Anthority Water System Contract Revenue Bonds {City of League City
Contract) Serigs 2001 (the “Series 2001 Bonds™) and constructed certain facilities to convey water
purchased from Houston for resale to the City and to provide for the acquisition by the Authority
for the benefit of the City of an additional ownership interest in the Plant; and

WIIEREAS, in connection with the expansion of the Plant and in ordet to acquire
additional capacity therein, the Authority, Houston and certain other participants amended and
restated the Original Cost Sharing Agreement by entering into the Cost Sharing Agreement
Southeast Water Purification Plant {Restated and Amended) (the “2001 Plant Cost Sharing
Agreement”), which became effective on May 6, 2001; and

WIIEREAS, under the 2001 Plant Cost Sharing Agreement, the Authority owned, on
behalf of the City and heretofore conveyed and confirmed a beneficial interest in 16.5000 million
gallons of water per day (“MGD™) or 13.75% of the Demand Allocation (as defined in the 2001
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Plant Cost Sharing Agreement); 16.5000 MGD or 8.250% of the Purnping Allocation (as defined
in the 2001 Plant Cost Sharing Agreement} and 16.5000 MGD or 6.600% of the Distribution
Allocation (as defined in the 2001 Plant Cost Sharing Agreement) of the Plant; and

WIHEREAS, Houston subsequently expanded the capacity of the Plant and in order 10
acquire additional capacity therein, and Houston and the Authority amended and restated the 2001
Plant Cost Sharing Agreement by entering into an Amendment to Cost Sharing Agreement
Southeast Water Purification Plant (Restated and Amended) with Houston and certain other partics
{the “2007 Amendment”} to purchase additional capacity in the 200 MGD Project (as defined in
the 2007 Amendment) on behalf of the City and to provide for the payment of Recoupment Costs
(as defined in the 2007 Amendment) with respect to existing capacity in the Plant (as defined in
the 2007 Amendment) on behalf of the City and the City of Pearland; and

WHEREAS, the City and the Authority entered into that certain First Supplement to
Second Amended and Restated Water Supply Agreement between the Authority and the City,
dated June 29, 2007 (the “First Supplement™), providing for the supply of water to the City by the
Authority from the 2007 League City Project (as defined herein), which is the pertion of the 200
MGD Project benefitting the City, and for the payment of the costs related thereto by the City to
the Authority; and

WHEREAS, the City and the Authority aizo entered into that certain First Amendment to
Secend Amended and Restated Water Supply Contract between the Authority and the City, dated
June 29, 2007 (the “First Amendment™), authorizing the Authority to (i} execute the 2007
Amendment, (ii} make certain amendments to the Second Amended and Restated Water Supply
Agreement in order to update certain definitions necessitated by the 2007 Amendment, and
{iii) authorize the Authority to take dclivery of water at any delivery point established pursuant to
the Plant Cost Sharing Agreement (as defined herein); and

WHEREAS, the City and the Authority subsequently entered into that certain Second
Supplement to Amended and Restated Water Supply Contract between the Authority and the Cicy,
dated September 17, 2015 (the “Second Supplement™), to address certain costs incurred by the
Authority under a Replacement Water Line Capacity and Cost Sharing Agreement entered into
between the Authority and Howuston, and certsin other participants (the “Galveston Line
Replacement Contract™) for the design of a network of new water mains connecting the 20¢ MGD
Project to various customer take points; and

WHEREAS, the activities outlined under the Galveston Line Replacement Contract and
the Second Supplement have been completed, and Houston, the Authority and other entities that
recaive treated water from the Plant are in the process of designing and constructing a new larger-
diameter water transmission line {the “Southeast Transmission Line™) from the Plant to 1he parties’
water transmission and distribution systems, including the City’s water transmission and
distributien system; and

WIEREAS, the City desires for the Authority to secure additional Lransmission capacity
through the development of the Southeast Transmission Line in order to have sufficient
transmission capacity to supply the City’s future water needs from the Plant as it may be expanded
from time to time; and
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WHEREAS, in connection with the design and construction of the Southeast Transmission
Line, Houston has requested the Autherity enter into an Amended and Restated Cost Sharing
Agreement for the Southeast Transmission Line with Houston and certain other parties, a copy of
which i3 attached hereto as Exhibit B, as may be amended or supplemented from time to time (the
“SETL Cost Sharing Agreement”), and the City desires for the Authority to issue contraci revenue
bonds the proceeds of which shall be used by the Authority to acquire for the benefit of the City
capacity in the Southeast Transmission Line; and

WHEREAS, the City desires for the Authority to acquire capacity in the Southeast
Transmission Line and to provide for the design, construction, equipment, acquisition, operation
and maintenance of the Southeast Transmission Line (the “SETL. Project”); and

WHEREAS, in connection with the SETL Project, the City requested that the Authority
obtain an additional 20 MGD of untreated surface water capacity from Houston for the benefit of
the City; and

WHEREAS, the Authority has entered into, or agrees to enter into, an Untreated Water
Reservation Contract Between Houston and the Authority, effective as of September 1, 2019 (the
“Capacity Reservation Contract™) in order to obtain such capacity from Houston for the benefit of
the City; and

WHEREAS, the Authority and the City wish to provide for the payment of amounts due
under the Capacity Reservation Contract, the payment of which shall be the obligation of the City,
and to provide for the administration of all of the capacity obtained from Houston for the benefit

of the City; and

WHEREAS, the City recognizes that the Autherity has no power to levy ad valorem taxes
and that the Authority’s sole source of revenues to pay principal and debt service on its contract
revenue bonds, to provide reserves, to acquire for the benefit of the City capacity in the Project {as
defined herein), and to maintain, operate and keep in good repair the Project, and to pay amounts
due under the Plant Cost Sharing Agreement, SETL Cost Sharing Agreement and the Capacity
Reservation Contract is the revenues to be derived under this Agreement; and

WHEREAS, the Authority proposes to issue its contract revenue bonds to finance the
Project (as defined herein), including the SETL Project, and to pledge to the payment of such
bonds the revenucs 1o be received from the City under this Agreement, including the City’s
covenant to charge its customers rates sufficient to repay such bonds and to pledge such revenues
to payment of such bonds; and

WHEREAS, this Agreement was approved by a majority vote of the governing body of the
City at a meeting duly called and held;

NOW, THEREFORE, in consideration of the premises, and for good and valuable
constderation, the City and the Authority agree as follows:
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AGREEMENT

ARTICLE I
DEFINITIONS

Section 1.01  Definitions.

{a) Unless otherwise expressly provided in this Agreement or unless the comext clearly
requires otherwise, the following terms shall have the meanings specified below:

(1) 1971 Project” means the system of pipelines and related facilities, built in
three phases, to deliver water to the City and to Galveston.

(2) 1987 Project” means the acquisition by the Authority for the benefit of the
City of Galveston and the City of 21.00 MGD production capacity, and 24.40 MGD
pumping capacity, in the Plant.

{3)  “2001 Plant Cost Sharing Agreement” means that certain Cost Sharing
Agreemant Southeast Water Purification Plant (Restated and Amended), effective May §,
2001, between llouston and the Plant Cost Sharing Participants.

{4y  *2001 Project” means the acquisition by the Authority for the benefit of the
City of an additional 5.5000 MGD production capacity, 5.0860 MGD pumping capacity
and 2.2325 MGD distribution capacity in the Plant financed with the proceeds of the Series
2001 Bonds and subsequently refinanced with the Series 2011 Bonds, as more fully
described as the “Modification Project” in the 2001 Plant Cost Sharing Agrecment.

(5) 2007 Amendment™ means the Amendment to Cost Sharing Agreement
{Restated and Amended), which was executed by Houston onr September 27, 2007, among
Houston, the Authority, the Clear Lake City Water Authority, the City of Nassau Bay, the
Clear Brook City Municipal Utility District, the La Porte Area Water Authority, Hams
County Municipa! Utility District No. 55, the City of Pasadena, the City of South Houston,
the City of Webster, the City of Fricndsweod, and Baybrook Municipal Uitility District
No. 1.

{6} “200 MGD Project” shall have the meaning given to it in the 2007
Amendment.

{7} “2007 League City Project” means the acquisition by the Authority for the
benefit of the City of an additional 5.00 MGD Demand Allocation of the 200.00 MGD
production capacity or an additional 2.50% Dermand Allocation factor, an additional 5.00
MGD purnping allocation of the 255.00 MGD pumping capacity or an additional 1.9608%
pumping atlocation factor in the Plant, an additional 5.00 MGD Distribution Allocation of
the 250.00 MGD Distribution Allocation capacity or an additional 2.00% Distribution
Allecation factor in the 96-inch pipeline from peints B to C, a 5.00 MGD Distribution
Allocation of the 250.00 MGD distribution capacity or a 2.00% distribution allocation
factor in the 96-inch pipeline from points C to D, a 5.00 MGD distribution of the 32.00
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MGD distribution capacity or a 15.625% distribution allocation factor in the existing
Beamer pipeline and a 5.00 MGD Distribution Allocation of the 32.00 MGD distribution
capacity or a 15.625% Distribution Allocation factor in the new Beamer pipeline as more
fully described as the 200 MGD Project” in the 2007 Amendment.

(8)  “Account” shall have the meaning ascribed thereto in the SETL Cost
Sharing Agreement.

(9 “Additional Funds™ shall have the meaning ascribed thereto in the SETL
Cost Sharing Agreement.

(10) “Agreement” means this Third Amended and Restated Water Supply
Coniract, as may be amended or supplemented from time to time.

(1)  “Authority” shall mean Gulf Coast Water Authority and its successors and
asstpms.

(12) “Authority Administrative Expenses Charges™ shall have the meaning
ascribed in Section 5.02(b)(6}.

{13) “Authority Administrative Expenses Charges Payments” shall have the
meaning ascribed in Section 5.03(b)(3).

(L4) “Bonds™ shall mean the Series 2011 Bonds, the bonds initially issued to
finance the Project and any additional bonds or refunding bonds issued for a Project and
secured by payments under this Agreement and the related Bond Resohutions.

(15)  “Bond Resolutions” means collectively the bond resolutions adopted by the
Autherity in connection with the issuance of Bonds secured by payments under this
Agreement, and any subsequent bond rezolutien adopted in connection with bonds issued
to refund or refinance any of such bonds,

(16) *Capacity Reservation Contract” means that certain Untreated Water
Reservation Contract Between Houston and the Authority, effective as of |, 2019, as
may be amended or supplemented from time to time. The version of the Capacity
Reservation Contract in effect as of the date of this Agreement is attached hereto as
Exhibit C. The terms and provisions of the Capacity Reservation Contract are herehy
incorporated into this Agreement by reference.

(17)  "Cash Call" shall have the meaning ascribed thereto in the SETL Cost
Sharing Agreement.

{18) “Cash Call Due Date” shall have the meaning ascribed thereto in the SETL
Cost Sharing Agreemeni.

(19)  “Cash Call Schedule” shall have the meaning ascribed thereto in the SETL
Cost Sharing Agreement.
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{200  “City” means the City of League City, Texas.

(21} “City Capacity Reservation Coniract Charges” shall have the meaning
ascribed thereto in Section 5.02{b)(7} of this Agreement.

(22} *City Capacity Reservation Contract Charges Payments” shall have the
mieaning ascribed thereto in Section 5.03(b){#) of thiz Agreement.

(23) “City Plant Cost Sharing Agre¢ment Charges” shall have the meaning
ascribed in Section 5.02(b)(3} of this Agreement.

{24y “City Plant Cost Sharing Agreement Charges Payments™ shall have the
meaning ascribed in Section 5.03{(b)(2) of thiz Agreement.

{25) “City SETL Cost Sharing Agreement Charges” shall have the meaning
ascribed in Section 5.02(b)(4) of this Agreement.

(26) “City SETL Cost Sharing Agreement Charges Payments” shatl have the
meaning ascribed in Section 5.03(b)(2} of this Agreement.

(27}  "City SETL Operating Charges" shall have the meaning ascribed in Sectien
5.02(b)(3) of this Agreement.

(28) “City SETL Operating Charges Payments” shal! have the meaning ascribed
in Section 5.03(b)4) of this Agreemeni.

(299 “Code” shall mean the Internal Revenue Code of 1586, as amended, and,
with respect to a specific section thereof, such reference shall be deemed to include (g) the
Regulations promulgated under such section, (b} any successor provision of similar itnport
hereafler enacted, (¢) any corresponding provision of any subsequent Internal Revenue
Code and () the regulations promulgated under the provisions described in (b) and (c).

{30y  “Contract Quantity” shall have the meaning ascribed thereto in Capacity
Reservation Contract.

(31) *“Cost Share™ shall have the meaning ascribed thereto in the SETL Cost
Sharing Agreement.

(32)  “Deeded Property” means the property deeded by the Authority to the City
under the Special Warranty Deed attached hereto as Exhibit D. “Deeded Property™ shall
imclude the property referred to as Authority Property within the Special Warranty Deed,
which the Authority plans to transfer to the Cily by separate instrument.

{33) *“Fixed Charges” shall have the meaning ascribed in Section 5.02(a} of this
Agreement.

{34) “Fixed Charges Payments” shall have the meaning ascribed in Section
5.03(a) of this Agreement.
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{(35)  “Force Majeure” shall have the meaning ascribed thereto in Section 6.04 of
this Agreement.

{36} “Houston™ means the City of Houston, Texas.

(37)  “Mackey Plant” mcans the Authority’s Thomas 5. Mackey Water
Treatment Plant located in Texas City, Texas.

(38)  “Managing Participant” means Houston as the operator and co-owner of the
Plant.

(3%  “MGD™ means million gallons of water per day.

(40}  “Modification Project”™ shall have the meaning given to it in the Plant Cost
Sharing Agreement.

(41) “Non-Project Items” shall have the meaning ascribed thereto in the SETL
Cost Sharing Agreement.

(42) “Notice of Upcoming Cash Call” shall have the meaning ascribed thereto in
the SETL Cost Sharing Agreement.

{43) “Operating Charges” are described in Section 5.02(b) of this Agreement.

(44)  “Phase 1" shall have the meaning ascribed thereto in the SETL Cost Sharing
Agreement,

{45) “Plant” means the Southeast Water Purification Plant located south of
{Jenoa Red Bluff Road north of Ellington Field, Harris County, Texas and sll associated
facilities, which facilities are further defined in the Plant Cost Sharing Agreement.

{46) “Plant Cost Sharing Agreement” means the 2001 Plant Cost Sharing
Agreement, as amended by the 2007 Amendment, and as amended or supplemented from
time to time in the future. The terms and provisions of the Plant Cost Sharing Agreement
are hereby incorporated into this Agreement by reference. The Plant Cost Sharing
Agreement as currently amended, is included herein as Exhibit A of this Agreement.

{47)  “Piant Cost Sharing Participants™ shall mean the Authority, the Clear Lake
City Water Authority, the City of Nassau Bay, the Clear Brook City Municipal Utility
District, the La Porte Area Water Authority, Harris County Municipal Utility District
No. 55, the City of Pasadena, the City of South Houston, the City of Webster, the City of
Friendswood and Baybrook Municipal Utility District No. 1 and such additional entities
who may be added as “Participants” under the Plant Cost Sharing Agreement from time to
time.

(48)  “Plant Expansion” shall have the meaning ascribed thereto in the Capacity
Reservation Contract,

AGO1RA0E.5



{4%) “Point(s) of Delivery™ means the point(s) at which treated surface water is
supplied to the City atter the flow meter at the location(s) of the flow control devices. The
City's Point(s) of Delivery are shown in the Exhibit{s} to the SETL Cost Sharing

Apgreement,

(50)  “Project Director™ shall have the meaning aseribed thereto in the SETL Cost
Sharing Agreement.

{51) “Project Schedule™ shall have the meaning ascribed thereto in the SETI
Cost Sharing Agreement.

(52) “Projects” means the 1971 Project, 1987 Project, 2001 Project, the 2007
League City Project, the SETL Project and any future project added as a project under this
Apreement or financed with a series of Bonds.

(53) “Regulations™ shall mean the applicable proposed, temporary oc final
‘Treasury Regulations promulgated under the Code or, to the extent applicable to the Code,
under the Intemal Revenue Code of 1954, as such regulations may be amecaded or
supplemented from time to time.

{54) “Reservation Fee" shall have the meaning ascribed thereto in the Capacity
Rescrvation Contract.

{55y *“Reserved Capacitj’” shall have the meaning ascribed thereto in the SETL
Cost Sharing Agreement.

(56) “Second Amended and Restated Water Supply Contract” means the Second
Amended and Restated Water Supply Contract, dated as of September 15, 2001, between
the Authority and the City as amended by the First Amendment to Second Amendment and
Restated Water Supply Contract, dated as of June 29, 2007, and as supplemented by the
First Supplement 1o Second Amended and Restated Water Supply Contract, dated as of
June 29, 2007, and as supplemented by the Second Supplement to Second Amended and
Restated Water Supply Agreement, dated as of September 7, 2015.

(57) “Series 2001 Bonds” means the Authority’s Water System Contract
Revenue Bonds (City of League City Contract) Series 2001, issued by the Authorily to
firance the 2001 Project.

(58) “Series 2011 Bonds” means the Authority’s Water System Contract
Revenue Bonds (City of Leapue City Contract), Series 201 IF, which were 13sued to refund
the Series 2001 Bonds.

{39y “SETL Budget” shall have the meaning ascribed to the term “Budget™ in
the SETL Cost Sharing Agreement.

{60y “SETL Cost Sharing Apreernenl” means the Amended and Restated Cost
Sharing Agreement for the Southeast Transmission Line Project with Houston and certain
other parties, a copy of which is attached hereto as Exhibit B, as may be amended or

R
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supplemented from time to time. The terms and provisions of the SETL Cost Sharing
Agreement are hercby incorporated into this Agreement by reference.

{61} “SETL Participant(s)” shall mean, individually or collectively, Baybrook
Municipal Utility District No. 1, the City of Friendswood, Texas, the City of Houston,
Texas, the City of Pasadena, Texas, the City of Webster, Texas, Clear Lake City Water
Authority, Gulf Coast Water Authority, and Hatris County Municipal Utility District No.
53, and such additional entitics who may be added as “Participants” under the SETL Cost
Sharing Agreement from time 1o time.

(62) “SETL Project” means the design, construction, equipment, acquisition,
operation and maintenance of the Southeast Transmission Line.

(63) “SETL Project Costs” shall have the meaning ascribed to the term “Project
Costs” in the SETL Cost Sharing Agreement.

(64) “Southeast Transmission Line” means a new larger-diameter water
transmission line extending from the Plant to the parties’ water transmission and
distribution systems as further described in Section 1.2 of the SETE, Cost Sharing
Agreemeant.

(65) “Special Warranty Decd” tneans that Special Warranty Deed and Bill of
Sale whereby the Authority conveyed to the City a portion of the 197! Project, a copy of
which is attached hereto as Exhibit D.

{66)  “Special Project Bonds® shall have the meaning ascribed thereto in Section
4.04 of this Agresment.

(67) “Special Project Customers” shall have the meaning ascribed thereto in
Section 4.04 of this Agreement.

(68) “Special Project Facilities” shall have the meaning ascribed thereto in
Section 4.04 of this Agreement.

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

(70)  "True-up™ shall have the meaning ascribed thereto in the SETL Cost
Sharing Agreement.

{71)  “Unforeseen Condition™ shall have the meaning ascribed thereto in the
SETL Cost Sharing Agreement.

{72)  “Water Capacity Purchase and Sale Agreements” means those certain
Water Capacity Purchase and Sale Agreements, between the Authority, Galveston and
certain political subdivisions including the City, relating to the sale of Galveston’s capacity
in the Plant to the City and such other parties.
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(73)  “Work Progress Report”™ shall have the meaning ascribed thereto in the
SETL Cost Sharing A greement.

ARTICLE I1

PLANNING AN} CONSTRUCTION OF THE PROJECT;
SETL PROJECT; SETL COST SHARING AGREEMENT; AND
PLANT COST SHARING AGREEMENT

Section 2.01 Completion of the 1971 Project, 1987 Project, 2001 Project and 2007
League City Project. All phases of the 1971 Project, the 1987 Project, the 200! Project and the
2007 Leapue City Project have becn completed in accordance with the contracts authorizing the
same and are now serving the Authority and the City. The Authority has previously conveyed or
will convey zll of Phase I of the 1971 Project to the City, and the City i5 responsible for the
operation and maintenance thereof.

Section 2.02  The SETL Project. The Authority will cooperate with Houston, which is
respensible for causing the design, construction, acquisition and equipment of the SETL Project
pursuant to the terms of the SETL Cost Sharing Agreement. As further described in Section 2.03
and Article V of this Agreement, the City shall timely provide from time-to-time {or the Authority
shall provide from the sale of Bonds from time-to-time), and the Authority shall disburse, monies
to Houston as required by the terms of the SETL Cost Sharing Agreement to pay when due the
costs of the SETL Project allocated to ¢he Autharity including, without limitation, (i) the Cost
Share allocated to the Authority, including True-up payments; and (ii) Additional Funds for
Unforeseen Conditions.

Section 2.03  SETL Cost Sharing Agreement. The following provisions are included in
this Agreement in order to establish the process for the provision of funds by or on behalf of the
City to the Authority for making the payments required under the SETL Cost Sharing Agreement:

{a}  Cost Share. The City acknowledges that the SETL Cost Sharing Agreement
requires the payment of the Cost Share in accordance with a series of Cash Calls, and that in order
to receive the Reserved Capacity being acquired by the Authority for the benefit of the City, the
Authority must deposit its Cost Share into the Account not Jater than the applicable Cash Call Due
Date. If the amount required in a Cash Call iz deposited in the Account after the Cash Call Due
Date, such amount will include interest as provided in the SETL Cost Sharing Agreement.

(b)Y  Cash Call Schedule. The current estimate of the Cost Share for the Reserved
Capacity being acquired for the benefit of the City is approximately $60 million, which cost is
subject to adjustment from time to time as provided in the SETL Cost Sharing Agreement. The
SETL Cost Sharing Apgreement establishes a Cash Call Schedule to provide for the constouction
of segments of the Southeast Transmission Line, which schedule may be adjusted from time to
time by the Project Director as necessary to reflect changes in the Project Schadule or Budget,
including changes to address Unforeseen Conditions requiring Additional Funds in accordance
with Section 4.6 of the SETL Cost Sharing Agreement. The Authority will be required to make
deposits in the Account in approximately the amounts and on or before the dates set forth in the
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Cash Call Schedule (which schedule and associated payment amounts are subject to adjustment as
specified in the applicable Notice of Upcoming Cash Call provided by Houston).

The Authority will provide a copy of each Notice of Upcoming Cash Call the Authority receives
from Houston to the City, including these relating to Unforeseen Conditions requiring Additional
Funds. To the extent that the Authority advances funds one or more Cash Calls, the SETL Cost
Sharing Agreement provides that such funds shall accrue interest as provided in the SETL Cost
Sharing Agreement and such interest shall be distributed as part of the True-up.

(¢}  Payment of Costs under the SETL Cost Sharing Agreement. In consideration for
the Authorily’s entry into the SETL Cost Sharing Agreement for the benefit of the City and in
order to facilitate the efficient and cost effective financing of the costs of the SETL Project, the
City hereby agrees to the following arrangements for the funding of Cash Calls and other amounts

dug under the SETL Cost Sharing Agreement:

(1)  The City agrees to make an initial payment to the Authority in the amount
of approximately $10 million in calendar year 2019, unless Houston adjusts the Cash Call
Schedule as it relates to the Cost Share incurred for Phase 1 of the SETL Project, in which
case the City’s payment will be made in accordance with the modified Cash Call Schedule.
The Authority shatl use such funds for the purpose of making payments to Houston for the
Cost Share incwred in connection with Phase ! not later than thirty (30) calendar days
following the receipt of such funds from the City.

(2) Subject to the conditions contained and as further described in Article [V of
this Agreement, the Authority shall from time-to-time issue special revenue obligations of
the Authority, and the proceeds of such Bonds shall be used by the Authority to (i) make
payments to Houston under the SETL Cost Sharing Agreement for deposit in the Account
tor the payment of the Cost Share not paid pursuant to Subsection (¢)(1), above, on or
before each applicable Cash Call Due Date, including those relating to Unforeseen
Conditions requiring Additional Funds, (i) establish such finds and accounts as may be
required under the Bond Resolutions authotizing the issuance of such Bonds, and
(1ii) paying the costs of issvance associated with such Bonds. The City hereby consents to
the issuance by the Authority of Bonds from time-to-time for the purpeses described in this
Section 2.03(¢c)(2), including through available Texas Water Development Board financial
assistance programs.

(3)  Unless the Authority and the City agree otherwise, the City shall pay to the
Authority any additional payment due from the Authority to Houston under the SETL Cost
Sharing Agreement (other than those described in Subsection (¢)1) and (2}, above) nat
less than ten (10) calendar days prior to the date on which the Authority is obligated to
make payment to Houston, in an amount equal to the amount to be paid by the Authority
to Houston as evidenced by an invoice or other communication from Houston to the

Authority.

(4)  To the extent that the Authority is entitled to any credits or refunds from
Houston under the terms of the SETL Cost Sharing Agreement, such amounts will be
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allocated to the City and used to offset payments otherwise due from the City to the
Authgority under this Agreement.

(d)  Plans and Specifications. To the extent the Authority receives copies of the plans
and specifications for the SETL Project under Section 7.1.3 of the SETL Cost Sharing Agrecment,
the Authority shall provide the City with a copy of such plans and specifications. Execept as
otherwise provided in the SETL Cost Sharing Agreement, the City and the Autherity agree that all
designs, drawings, plans, specifications, reports, studies, or any other materials prepared for the
SETL Project shall be the property of the Authaority.

(e) Non- SETL Project Jtems. Prior to approving any Non-SETL Project Items under
Section 7.3.3 of the SETL Cost Sharing Agreement, the Authority must receive the written
approval of the City Manager of the City,

(O Work Progress Report. The Authority shall provide the City with a copy of each
quarterly Work Progress Report received by the Authority frorn Houston.

Seciion 2.04 Planl Cosl Sharing Apreement. The following provisions are included in
this Agreement for the purpose of providing for the arrangements with Houston to provide surface
water to the City through the Authority which are reflected in the Plant Cost Sharing Agreement.
Such provisions are to remain in force and effect only for so long as the Authority retains
ownership rights in the Plant on behaif of the City.

(a}  Approvals and Consent. Itis understood and agreed that in those instances in which
the Plant Cost Sharing Aprecment requires or permits the approval or consent of the Participant
Director, as that term is defined and used in the Plant Cost Sharing Apreement, such approval or
consent shall be given only after the written approval and consent of the City Manager of the City.
[f one or more of the Authority customers of the Plant including the City give consent, but the City
or other Authority customers of the Plant do not each give written approval and consent, the
Authority shall provide such approval and consent as it determines in its discretion.

{b)  Payment of Costs. Under certain circumnstances set out in the Plant Cost Sharing
Agreement, additions to or replacements or repairs for the Plant, or differences between estimated
and actual costs may result in the obligation of the Authonity to pay a share of costs incurred by
tlouston for such purposes. In addition, Section 3.8 of the Plant Cost Sharing Agreement (for
purpases of clarity, the section reference i3 to Section 3.8 of the 2001 Plant Cost Sharing
Agreement) provides for the possibility of a Major Replacement (as defined in the Plant Cost
Sharing Agreeiment) for the Plant.

Unless the City and the Authority agree otherwise, the City's share of any additional
payment to Houston by the Authority under the Plant Cost Sharing Agreement (other than the
payments described in Section 2.4.1 of the 2001 Plant Cost Sharing Agreement, Article 4 of the
2001 Plant Cost Sharing Agreement (which are addressed as Operating Charges), Article I of the
2007 Amendment and Article IV of the 2007 Amendment or paymenis described in {d) below shall
be paid to the Awthority by the City in the following mannet:

(1) The City shall pay to the Authority in immediately available funds, not less
than ten {10} calendar days prior to the date on which the Awthorty is obligated to make
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payment to Houston, an amount equal to the amount to be paid to Houston as evidenced
by an invoice or other communication from Houston. The amount payable by the City
shall be its proportionate share of the amount to be paid to Ilouston for costs attributable
to production plus its propertionate share of the amount to be paid to Houston for costs
attributable to pumping and distribution. Costs for production, pumping and distribution
shall be allocated in accordance with Exhibit IT “Gulf Coast Water Authority” of the 2001
Plant Cost Sharing Agreement, as amended by Exhibit 1l “GCWA League City” of the
2007 Amendment.

{2)  If the payment from the Authority to Houston is for a Major Replacement
(as defined in the Plant Cost Sharing Agreement}, and if payment is not made paid to
Houston on or before the day Houston issues notice to the contractor to proceed, then
pursuant to Section 3.8 of the Plant Cost Sharing Agreement (for purposes of clarity, the
section reference is to Section 3.8 of the 2001 Plant Cost Sharing Agreement) the expense
shal) be treated as a capital expense with funding temporarily supplied by the Houston's
short term borrowing to be reimbursed by the City with interest within 270 calendar days.
If the Authority and the City do not agree on a payment plan to be submitted to Houston
by a date which is sixty (60) calendar days prior to the time payment to Houston is due,
then, any other provision of this Agrecment to the contrary notwithstanding, failure by the
City to make payment in immediately available funds as provided in (bX1) above shall be
conclusively deemed to be consent by the City under this Agreement and any related Bond
Resclutions to the issuance by the Authority of Bonds in an amount sufficient to make
payment to Houston and pay the costs of issuing such Bonds. Fixed Charges payable by
the City shall be adjusted to reflect the issuance of any such Bonds.

{c) Purchase and Sale of Rights; Use of Another’s Capacity. The Authority agrees that

it wili, at the request of the City, cooperate fully and act on behaif of the City to allow the City to
exercise the rights to sell water under Section 5.16 of the Plant Cost Sharing Agreement {for
purposes of clarity, the section reference is to Section 5.16 of the 2001 Plant Cost Sharing

Agrecment).

(d)  Reduction of Supply. Under the circumstances set out in Section 3.9 of the Plant
Cost Sharing Agreement (for purposes of clarity, the section reference is to Section 3.9 of the 2001
Plant Cost Sharing Agreement) the supply of water to the Authority from the Plant may be reduced.
Tn that event the Authority agrees that it will, at the City’s request, request Houston to provide an
alternate supply of water. If alternative supplies are not availabls in sufficient quantities to supply
the City and the other Authority customers of the Plant at their respective Demand Allocation, the
Authority or Houston shall be entitled to pro rate among the Authority’s customers flow as required
by Tex. Water Code § 11.039(a) and applicable law.

() Credits; Refunds. Any credit or refund of capital costs from Houston to the
Authority related to the City's beneficial interest will be allocated to the City.

(£} Expansion of Plant. The Authority has a right of first refusal under Section 3.7 of
the Plant Cost Sharing Agreement (for purposes of clarity, the section reference is to Section 3.7
of the 2001 Plant Cost Sharing Agreement) to acquire production capacity andfor pumping
capacity in any expansion of the Plant undertaken by Houstort. The Authority agrees that the City
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shall have a right of first refusal to participate in any such expanston, in proportion to Authority’s
then current producticn eapacity or pumping capacity rights under the Plant Cost Sharing
Agreement. Such cight of first refusal shall be exercisable by written notice to the Authority during
the 150-day notice period provided for in Section 3.7 of the Plant Cost Sharing Agreement (for
purposes of clarity, the section reference is to Section 3.7 of the 2001 Plant Cost Sharing
Agresment).

Section 2.05  Capacity Reservation Contract. The following provisions are included in
this Agreement for the purpose of providing for the arrangements with Houston to rescrve for and
deliver to the City the Contract Quantity as provided in the Capacily Reservation Contract. Such
provisions are to remain in force and effect only for 5o long as the Authority is party to the Capacily
Reservation Contract.

{a)  Reservation of Contract Quantity. Subject to and condition upon the Authority’s
payment of the fees described in the Capacity Reservation Contract, Houston has agreed to reserve
and deliver to the Authority for the benefit of the City, the Contract Quantity, which amount is in
addition to the water that Houston currently delivers to the Authority for the benefit of the City
under the Plant Cost Sharing Agreement. The City acknowledges and agrees that the Contract
Quantity shall not be available for delivery to the Authodty for the benefit of the City unless and
until the Plant Expansion and the SETL Project are both completed and operational, subject to the
terms and conditions described in the Capacity Reservation Contract.

(k) Payment of Costs under the Capacity Reservation Contract. In consideration for
the Authority’s entry into the Capacity Reservation Contract for the benefit of the City and in order
to facilitate the efficient payment of costs under the Capacity Reservation Contract, the City herehy
agrees 1o the following arrangements for the payment of such costs:

(1)  To reserve the Conlract Quantity, the Authority is required to pay Houston
a nonrefundable annual Reservation Fee as described in Section 2.02 of the Capacity
Reservation Contract. The City agrees to pay to the Aulhority an amount equal to the initial
annual Reservation Fee not later than ten (10} calendar days prior to the date such payment
15 due under Section 2.02 of the Capacity Reservation Conteact. Thereafler, the City agrees
to pay to the Authority an amounit equal to the annual Reservation Fee not later than thirty
(30) calendar days prior te the date such payment is due under the Capacity Reservation
Contract during the term of the Capacity Reservation Contract.

(2)  Following the completion of the SETL Project and the Plant Expansion, the
Contract Guantity will be delivered by Houston to the Authority for the benefit of the City
under the terms and conditions set forth in the Plant Cost Sharing Agreement. At such
time, the City shall pay for the Contract Quantity under the provisions of this Agreement
governing the Plant Cost Sharing Agreement.

{3}  The City further agrees to pay any other amounts due and owing to Houston
under the Capacity Reservation Contract as evidenced by an involce or other writing from
Houston, it being the intention of the parties that the City shall be responsible for all costs
and expenses under the Capacity Reservation Contract.
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(c)  Elant Expansion. Upon the request of the City, the Authority will undertake
discusstons with Houston regarding the exccution of the Piant Expansion. The City acknowledges
and agrees that the Plant Expansion, including any exploratory discussions with Housten, will be
at the sole cost and expense of the City. Tt is the intention of the parties to address such Plant
Expansion in a future contract or an amendment or supplement to this Agreement.

Section 2.06 Potential Plant Capacity Agreements. From time to time at the written

request of the City, the Authority may enter into leases or purchase apreements with other Plant
Cost Sharing Participants for the acquisition of water capacity for the benefit of the City. The City
acknowledges and agrees that the Authority’s entrance into any such leases or purchase agreements
for water capacity, including negotiations with such other Plant Cost Sharing Participant, will be
at the sole cost and expense of the City. The City also acknowledges that the sole source of funds
for payment of the costs of water capacity under any such leases or purchase agrecments will be
payments from the City, and the City agrees to make such payments from time to time as required
by any such agreement.

ARTICLE IIT
DELIVERY OF WATER; OWNERSHIP AND QPERATION

Section 3.01  Point(s} of Pelivery and Tiile.

(a)  Title to, possession and control of water delivered hereunder shall remain with
Houston until such water shall pass through the flow control device(s) at the Point{s) of Delivery
where title to, possession and control of such water shall pass to the City. Pursuant to the Plant
Cost Sharing Agreement Section 3.15 (Backflow Prevention) (for purposes of clarity, the section
reference is to Section 3.15 of the 2001 Plant Cost Sharing Agreement), the City shall instal)
downstream each Point of Delivery an air gap or backflow prevention assembles downstream from
the tlow control device as required by Houston. A different or additional Point(s) of Delivery may
be designated by the parties as circumstances may require subject to Houston's approval.

(b)  The Authorily is entitled to take water to which it is entitled under this Agreement
at any Points of Delivery established pursuant to the Plant Cost Sharing Agreement or the SETL
Cost Sharing Agreement.

Section 3.02  Quantities.

{a) The Authority will acquire, on behalf of the City and hereby conveys and confirms
a bencficial interest in the Plant as defined in the Plant Cost Sharing Agreement.

{b}  The Authority agrees to deliver to the City in the manner, at the times, and for the
price set out herein, water in amounts as required by the City up to the amounts to which the City
is entitled pursuant this Agreement, and any additional water which may be acquired in the future
for the use and benefit of the City.

{c) The City agrees that, to the extent that it is not using its full production capacity,
pumping capacity or Reserved Capacity hereunder, a portion of such unused capacity may bz used
by the Authority; provided that the Authority shall be responsible for paying operating costs
attributable to any portion s used; and provided further that the City shall at all times have the
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right 1o the full use of its production capacily, pumping capacity and Reserved Capacity hereunder
and that Autherity’s rights hereunder to use such unused capacity shall be subordinate and subject
to the rights of the City in all respects.

Section 3.03  Presswre and Rate of Flow. In the Plant Cost Sharing Agreement and the
SETL Cost Sharing Agreement, Houston has agreed to deliver water from the Plant 1o the
Participant at a pressure meeting the requirements of state law at the respective Point(s) of Delivery
and to impose certain rate of flow limitations. The Auvthority shall underiake reasonable efforts to
enforce these provisions if requested by the City.

Section 3.04 Quality. The parties recognize that the source of water 1o be furnished by
the Autherity to the City under this Agreement is from the Plant and the Authonty shall not be
responsible for the quality of water as produced by the Plant.

Section 3.05 Measuring Equipment.

(a) Pursuant to the SETL Cost Sharing Agreement and the Plant Cost Sharing
Agreement, and Houston shall install, own, maintain, and replace at the Point(s) of Delivery (or
the Point(s) of Measurement, as defined in the SETL Cost Sharing Agreement, if different) the
necessary equipment and devices of standard type for measuring properly the quantity of water
received from Houston and delivered to the City under this Agreement and the Authority shall
bave 210 responsibility with respect to such metering. Such meter or meters or other equipment so
installegd shall be the property of Houston. The City and the Authority shall have access to such
metering equipment at all reasonable times, but the reading, calibration and adjustment thereof
shal!l be done only by the employees or agents of Houston.

{t)  Upon written request of the City, the Authority shall request Houston to give the
Authority and the City access to books and records pursuant to the terims of the Plant Cost Sharing
Agreement. Upon written request of the City, the Authority shatl request Houston to calibrate its
melers relating to the delivery of water to the City and shall exercise the Authority’s rights relating
to calibration of meters and check meters.

ic) All obligations of the Authority as a Plant Cost Sharing Participant under the Plant
Cost Sharing Agreement to supply back flow or air gap assembly and similar operatienal facilities
or equipment shall be the responsibility of the City and upon written request of the Authority, the
City shall comply with such obligations.

(dy  The Authority agrecs to convey to the City by separate instrument any retained
interest held by the Authority in the Deeded Property as shown in the Special Warranty Deed. The
City shall operate and maintain at its own expense the Deeded Property and all necessary
equipment and devices to measure properly the quantity of water received from the Authonity and
delivered to the City under this Agreement and the Authority shall have no responsibility with
respect to such metering. Any meter or meters or other equipment installed shall be the property
of the Authority, The Authority shall have access to such metering equipment at all reasonable
times, but the reading, calibration and adjusiment thereof shall be done only by the employees or
agents of the City. For the purpose of this Agreement, the original record or reading of the meter
or meters shall be in a jounal or other record book of the City in its offices in which the records
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of the employees or agents of the City who take the readings with respect to delivery of water may
be transcribed in the event of a discrepancy between the City and Houstor.

Section 3.06  Annual Operating Budget.

(a) The Authority shall deliver by mail or electronic delivery, whichever is preferred
by the City, a copy of the budget prepared by Houston and submitted to the Authority within five
business days of the Authority’s receipt of such budget.

(b)  The Authority shail prepare and submit to the City for approval, at least sixty (60)
calendar days prior to the beginning of each Authority fiscal year a budget for the cost of water
supplied to the City under this Agreement for the ensuing year, including general administrative
expenses and overhead of the Authority, in an amount not to exceed $5,000 per month, and direct
charges (e.g. legal, engineering, and financial advisory services) attributable to the matters covered
by this Agreement. Any annual budget may be amended with the written approval of the Authority

and the City.

Section 3.07 Ownership of the SETL Project. It is expressly agreed and understood that
the Authority will own a beneficial interest in the SETL Projcet for the benefit of the City.

Section 3.0%8  Operation of the SETL Project.

{a) Section 11.15 of the SETL Cost Sharing Agreement provides that the SETL
Participants will negetiate in good faith an agreement for the operation and maintenance of the
Southeast Transmission Line.

{b}  From and after the completion of the SETL Project the Authority shall provide for
the operation and maintenance of the SETL Project in a manner that wil! best assure that such
Facilities shall remain in good operational condition consistent with their intended uses under an
agreement with Houston and other participants in the SETL Project as contemplated in Section
L1.15 of the SETL Cost Sharing Agreement. The operation and maintenance of the SETL Project
shall be at the sole cost and expense of the City throughout the term of this Agreement.

Section 3.09 City’s Consent to Pipelines. ete. If any water main, pipeline or
appurtenance of the Authority should be located on any land now or hereafter owned or under the
control of the City or within the present or future boundaries or extraterritorial jurisdiction of the
City, the City hereby consents thereto or will grant to the Authority the right or privilege, easement,
right-of-way and franchise to use such land for the purpose of maintaining, operating, laying,
repairing and removing such water mains, pipelines and appurtenances until termination of this
Agreement.

Section 3.1 Serving Other Customers.

(a)  The parties recognize that the Authority contemplates the construction of additional
facilities to serve other cities, towns, conservation districts, industries and customers and nothing
in this Agreement shall be construed to hinder or impair the Authority’s power and privilege to do
s0. No part of the capital or operating costs of any such facilities constructed or acquired solely
for the benefit of other customers shall be charged to the City; provided that the Authority’s genera?
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overhead and administrative expenses shall be allocated on an equitable basis among all of the
Authority’s customers.

(b}  The Authority and the City may agree to increase or decrease the City's entitlement
in the capacity of the Plant, the SETL. Project or other facilities during the term of this Agresment.
Nothing herein shall prevent the Authority from contracting to sell water to other customers
through these or other facilities acquired by the Authority for the conveyance of water provided
that nothing in any such contract shall impair the ability of the Authority to deliver to the City the
full daily quantity of water. The Cily may sell any portion of the water received by it under this
Agreement to third parties so long as, in the written opinion of nationally recognized bond counsel
acceptable to the Authority, such sale wonld not adversely affect the exemption of interest on the
Bends in the hands of the owners of such bonds; and provided that no such sales shall reduce the
City"s obligation to the Authority to pay Fixed Chargces or Operating Charges on water delivered
to the City pursuant to this Agreement.

Section 3.11  Water Conservation and Droupht Contingeney Proprams. The City shall

approve and implement a water conservation plan and a drought contingency plan as required by
the Texas Commission on Environmental Quality pursbant to 30 TAC § 288. The City agrees to
amend its water conservation plan and/or drought contingency plan, as necessary, to reflect
amendments in state law, and the water conservation plans and drought contingency plans of
Houston and the Authority as they apply to the water subject to this Agreement.

Section 3.12  Purchase and Sale Agreement. Nothing in this Restated Water Supply
Contract shall be construed to alter the terms of the Water Capacity Purchase and Sale Agreement.

Section 3.13  Replacement of League City Line and Emergency Water Supply.

{a)  Replacement of League City Line. When necessitated by catastrophic failure or the
lines reaching the end of their useful life, the costs of the replacement of or a mutually acceptable
altermative rehabililation process for the lines that include the 1971 Project running from an
origination point at the City's pump station located in the City of Webster, Texas to a termination
point at the Calder Meter Station (the “League City Line,” as depicted in Exhibit E) will be shared
between the City and the Authority, with eighty percent (80%) of such replacement or mutually
acceptable alternative rehabilitation costs to be bome by the City and twenty percent (20%) to be
bomne by the Authority, IF the replacement of the League City Line i3 necessitated by other than
catastrophic failure or the end of its useful life, the parties will meet to discuss the extent to which
the replacement is beneficial to the Authority and the extent, if any, of the Authority’s participation
in the replacement project. The City acknowledges and agrees that the only source of fands
available to the Authority for any such reptacement is the charges imposed by the Authority and
paid by the Maintand Customers pursuant to the Mainland Water Project Customer Contracts, as
amended, and any successor contracts thereto.

(by  Emergency Supply io Authority through League Ciry Line. As consideration for the
Authority's agreement to parlicipate in the costs described in subsection {a), in the event of a
drought or other emergency affecting the Authority’s water supply the Authority shall have a right
o and the City shall deliver to the Authority far the benefit of the Authority’s customers an amount
of water equal to a minimum of twenty percent (20%) of the total capacity held by the Authority
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for the benefit of the City in the Plant, as such capacity may be adjusted from time to time under
centracts with Houston. The City's obligation to deliver such volume of water shalt be subject to
the pumping capacity of the City’s pump station located in the City of Webster and any physical
and hydraulic limitations on the ability of the Authority’s water transmission system to receive
such volume of water. The City wiil deliver such water to the Authority at a delivery point south
of the Calder Meter Station as depicted on Exhibit E. The City agrees to use its best efforts to
provide such water to the Authority, including but not fimited to implementing its drought
contingency plan and utilizing wells as necessary to facilitate the delivery of the agreed upon
volume of water. The price for water delivered to the Authority under this provision will be a pass
through of the cost of such water under the Anthority’s contracts with Houston. The City
acknowledges and agrees that the only source of funds available to the Authority for any such costs
is the charges imposed by the Authority and paid by the Mainland Customers pursuant to the
Mainland Water Project Customer Contracts, as amended, and any successor contracts thereto.

(¢)  Emergency Water Supply to the City through the League City Line. In the event of
an emergency affecting the City’s water supply received from the Plant, the Authority will use
reasonable efforts to provide emergency water supply to the City from the Authority’s Mainland
Division or its successor. The Authority wilt deliver such water to the City at a delivery point
south of the Calder Meter Station as depicted on Exhibit E. The parties recognize that the
Authority’s ability to supply emergency water through the Mainland Division is limited by its
contracts with other Authority customers as well as the physical and hydraulic limitations of the
water system. As a result, the Authority cannot commit to supply a specific volume of water or
guarantee that water will be available in the event of an emergency. The price for water delivered
1o the City under this provision will be the rate paid by the City for the water it receives from the
Mainland Division or its successor under the City’s contracts with the Authority.

ARTICLE IV
ISSUANCE OF BONDS

Section 4.01  [ssuance of Bonds,

(a})  Subject to the Authority’s receipt of all requisite approvals from all foderal, state
and local agencies having regulatory jurisdiction over the Authority, the Authority shall issue
Bonds in one or more series at such time or times and in such amounts as the Authority shall deem
appropriate to finance the estimated costs of the Project. The Authority and the City hereby agree
that Bonds may be issued to fund one or more Cash Calls at the discretion of the Authority.

(b)  'Ihe Authority shall use its best efforts to sell the Bonds, within the limits prescribed
by law, under terms that are the most advantageous reasonably attainable by the Authority at the
titne of the sale,

{c) The Bonds shal] be special revenue obligations of the Authority payable from and
secured solely Fixed Charges Payments to be made by the City under this Agreement, certain
proceeds of the Bonds, and other amounts from time to time on deposit in various funds and
accounts created under the Bond Resolutions authorizing the issuance of such Bonds,
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(d) The City hereby agrees to promptly fumish the Authority with such certificates,
data, projections and related information as may be required or requested by the Authonty (i) in
connection with the sale of the Bonds in order to comply with all applicable laws, rules and
regulations, including 17 CFR 240.15¢2-12 (municipal securities disclosure), as amended, and (ii)
the approval of the Bonds by the Attomey General of the State. The City further covenants and
agrees to provide to the Authority with such financial information, data, projections and related
information as may reasonably be required by the Authority in connection with the sale of the
Bonds and ongoing compliance with all applicable laws, rules and regulations relating to the
issuance of such Bonds. Further, the City agrees 1o cooperate with the Authority in the issuance
of any Bonds and the preparation of any offering document or application relating to such Bonds.

(e)  The Authority shall submit to the City for review a copy of the official staternent,
if any, the Bond Resolution and the terins of the sale of the Bonds or other Bonds to be issued to
finance or refinance the cost of the Project.

() Following sale of each series of Bonds, the Authority shall fumish the City with a
maturity schedule showing the annual payments required to pay all interest on and principal of the
Bonds when and as the same shall become due and payable (including alt sinking fund payments
to be made in respect of the Bonds).

{g)  The Authority and the Cily may mutually determine in the future that it is in the
best interest of the City and the Authority to refinance the Bonds, any Bonds previously or
subsequently issued to finance or refinance the Project, or any Bonds issued to complete or
improve the Project, and to issue additional series of Bonds for such purposes as may be authorized
under 2 Bond Resolution of the Authority authorizing issuance of the Bonds and any additional or
supplemental Bond Resolutions adopted by the Authority in connection with the issuance of any
such refunding bonds or additional bonds.

{h) The Authority and the City covenant and agree that tax-exempt obligations are
outstanding neither of them shall use or permit to be used any of the Project acguired under this
Agresment in any manner or for any purpose which would cause any such Bond to be deemed a
“private activity bond™ within the meaning of Section 141 of the Code, or as an “arbitrage bond”
within the meaning of Section 148 of the Code.

(i) With respect to any Bonds issued for the SETL Project, the Authority shall apply
the proceeds of each series of Bonds as provided in the Bond Resolution authorizing such series
of Bonds and for the purposes described in Section 2.03 of this Agreement. Any amounts
remaining in the applicable project fund after payment of the Cash Calls or completion of the
portion of the SETL Project being financed with such series of Bonds shall be applied (a) to make
payments in connection with future Cash Calls, {b) to pay debt service on such series of Bonds by
calling and redeeming Bonds prior to maturity and/or transferring such remaining amounts to the
mterest and sinking fund for the Bonds, or (¢} utilized as may be required by federal tax law in
order to maintain the tax status of such series of Bonds.

() With respect to Bonds issued for portions of the Project other than that SETL
Project, the Authority shall apply the proceeds of each series of Bends as provided in the Bond
Resolution authorizing such series of Bonds. Any amounts remaining in the project fund after
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completion of the portion of the Project being financed with such series of Bonds shall be applied
{a) to make payments in connection with future porttons of the Project, (b} to pay debt service on
such series of Bonds by calling and redeeming Bonds prior to maturity and/or transferring such
remaining amounts to the interest and sinking fund for the Bonds, or (¢) utilized as may be required
by federal tax law in order to maintain the tax status of such series of Bonds.

(k)  The City shall have the right to cause the Authority to redecin or defease the Bonds
prior to their scheduled maturities, in whole or in part, as authorized by the applicable Bond
Resolution. The City shall provide the Authority with written notice of such early redemption,
including the maturities and amounts to be redeemed and evidence satisfactory to the Authority of
the City’s obligation 1o pay the principal amount of, plus accrued interest on, such bonds scheduled
for early redemption.

{ Nothing contained in this Agreement is intended to modify (i) the Authority’s
obligation to charge and collect or the City's obligation to make Contract Payments, as such term
is defined in the bond resolution authorizing the issuance of the Series 2011 Bends, (i) any funds
and accounts established under the bond resolution authorizing the issuance of the Series 2011
Bonds, or (jii} the rights of the holders of the outstanding Series 2011 Bonds.

Section 4,02 Reserve Funds. Each bond resolution of the Authority autherizing 2 series
of Bonds may provide for the establishment and maintenance of one or more reserve funds to be
used by the Autharity for the following purposes:

(@)  a debt service reserve fund may be used to prevent a default in the payment of
principal of, premium, if any, and interest on and paying agent/registrar fees on the Bonds if there
is insufficient money for such purposes in the interest and sinking fund established for such Bonds;

(b)  anoperating rescrve may be used to pay for the repair and replacement or operating
charges of the Project; and

{c) such other reserve funds as may be required in connection with the financing or
refinancing of the Project.

Section 4.03  Additional Bonds. The Authority reserves the right to issue additional
Bonds payable from the same source as the Bonds, which bonds may be secured by a lien on and
pledge of such sources, which is senior to, on parity with or junior to those securing any then
owstanding Bonds, to finance any costs of completing the Project and to finance any additions,
extensions or improvements to the Project or other facilities, but the Authority will not issue any
such additional Bonds payable from payments made by the City under this Agreement (beyond
those to which the City has consented in Article II of this Agreement) without the prior written
consent of the City.

Section 4.04  Special Project Bonds. Following the reticement of the Series 201 1 Bonds,
the Authority shall reserve the right in each Bond Reselution suthorizing the issuance of Bonds,
to issue bonds (hereinafter called “Special Project Bonds”) for the purpose of constructing,
acquiring, adding to, expanding or extending facilities to serve any new or existing water
customers of the Authority. Facilities constructed or acquired with the proceeds of Special Project
Bonds or paid for by any new or existing water customers of Authority, and any addition 1o or
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expansion or extension of any part of the Project, to the extent financed with the proceeds of
Special Project Bonds or paid for by any new or existing water customers of Authority, are
hereinafter called “Special Project Facilities™; and any new or existing customers served in whole
or in part by Special Project Facilities are hereinatier called *Special Project Customers.” The
principal of and interest on Special Project Bonds shall be payable from revenues derived from
Special Project Facilitics, and the expenses and other expenditures altributable to Special Project
Facilities shall not be charged to the City (unless the City is the Special Project Customer). The
Authority’s general overhead and administration expenses and any other expenses and
expenditures applicable to both Special Project Facilities and the Project shall be appertioned
between them in a reasonable manner.

ARTICLEV

PAYMENTS BY CITY TO THE AUTHORITY

Section 5.01 General. The parties hereto recognize that because the price the Authority
must pay for water from Houston will vary from time to time according to volume, the costs of the
SETL Project may vary from time to time, and the operation, maintenance and repair cxpenses of
the Authority and debt service requiremtents on its Bonds issued to provide facilities with which to
serve the City will also vary from time to time, it is neither practical nor possible to fix a schedule
of specific rates in this Agreement that will control the price paid by the City to the Authority for
water delivered throughout the term of this Agreement. The parties further recognize, however,
that the Authority is not organized for profit and that its rates for water should at all times be the
lowest reasonable rates consistent with good business management on the part of the Authority
and with the commitment the Authority must make to its bondholders in order 1o provide funds to
construct the facilities necessary to supply water to the City and other customers. The Authority
further recognizes its obligation as a public utility to serve all customers of the same class without
discrimination either as to rates or lypes of service.

Section 5.02  Amount of Payments. As full and complete consideration for the services
to be performed by the Authority hereunder, for so long as any of the Bonds are outstanding under
Bond Resolutions that authorized the issuance of such Bonds, the City shall pay to the Authority
a sum equal to the following payments:

(@)  Fived Charges. All costs and expenses paid or incurred by the Authority in
connection with the financing or refinancing of the Project (collectively, the “Fixed Charges™),
including without limitation, the following:

(1)  payments of principal (whether upon maturity or earlier optional or
mandatory redemption), redemption premium, if any, and interest that the Authoriry makes
on all Bends and amounts that the Authority is required to make into any sinking fund,
debt service reserve fund, operating and maintcnance reserve fund or account under the
terms of the applicable bond reselution;

(2)  amounts related to the Bonds and required under the applicable bond
resolution to be paid or deposited into any fund or account established by such bond
resolution {other than funds and accounts referred to in clause {1} above), including any
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amounts required to be paid or deposited by reason of the transfer of monies from such
funds or accounts to the funds or accounts referred to in clause (1) above, provided that the
City shall receive credits against any amounts due under the preceding paragraph (1) or
this parageaph {2) for invesiment eamings (net of any losses and expenses), if any, on
ameounts deposited in any funds created under such bond resolution and required to be paid
by the City under the preceding paragraph (1) or this paragraph (2);

(3)  amounts which the Authority is required to pay under any credit
agreements, agreements with any trustee, hond insurer, escrow agent, tender agent, or
paying agent, or remarketing costs related to the Bonds;

{4)  additional arnounts that must be realized by the Authority in order to meet
the requirement of any rate covenant contained in the applicable bond resolution with
respect to coverage of principal of, premivm, if any, and interest on the Bonds;

{5}  the cost of preparing any arbitrage rebate reports and any arbitrage rebate
payment payable to the United States of Ametica in accordance with Section 148 of the
Code, together with all fiscal agent and legal fees and expenses associated with such
payments, provided the Authority timely files arbitrage reports with the Internal Revenue
Service and has made goed faith efforts to minimize arbitrage rebate payments; and

{6)  all costs relating to continuing disclosure obligations in connection with the
Bonds.

(b)  Operating Charges. Operating Charges in the rate schedule applicable to the City
shall include the following items:

(1) With respect to the 1971 Profect: The City shall maintain and operate, at
its solc expense the Deeded Property. The City shall maintain and operate such properties
and facilities in accordance with prudent utility practices and shal! keep such properties
and facilities insured to the extent and in the manner commonly insured by other public
utilities owned or operating similar properties and facilities, The City shall operate any
other portions of the 1971 Praject still owned by the Authority and shall pay such costs in
Operating Charges, except for the Calder Meter Station which the Authority will maintain.
The charges for emergency water provided through the League City Line shall be as
described in Section 3.13 of this Agreement,

2) With respect to the 1987 Profect, the 200! Project and the 2007 League
City Project: Operating Charges for the 1987 Project, the 2001 Project and the 2007
League City Project shall include the following:

(1) all sums which are due and payable to Houston from time to time
under the Plant Cost Sharing Agreement with respect 1o the 1987 Project, the 2001
Project and the 2007 League City Project, including without limitation, payments
due under Article 4 of the Plant Cost Sharing Agreement; and

{(ii)  and any costs incurred by the Authority or directly arising out of the
ownership and operation of the 1987 Profect, the 2001 Project and the 2007 League
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City Project, including costs and expenses of any claim or cavse of action asserted
against the Authority, even if asserted by the Cily and even if due to the Authority™s
negligence, except to the extent that the Avthority receives funds from a related
insurance claim.

Plant Cost Sharing Participants who increase their Demand Allocation in the 200 MGD Project
may pay the Managing Participant’s standard contract rates for untreated water currently described
in the City of Houston Code of Ordinances Section 47-85 or may altemnatively elect to pay an
existing untreated water Capital Charge, untreated water New Debt Service Expenses, and
Untreated Water O&M (each as defined in the 2007 Amendment) in accordance to Article VII of
the 2007 Amendment. The Authority will use its best efforts to exercise the option elected by the
City for the untreated water.

(3)  City Plant Cost Sharing Agreement Charges. The "City Plant Cost Sharing
Agreement Charges,” which shall be in an amount equal 1o all of the costs, expenses and
payments deseribed in Section 2.04(b) of this Agreement.

{4y  City SETL Cost Sharing Agreement Charges. The “City SETL Cost Sharing
Agreement Charges,” which shall be an amount equal 1o all of the costs, expenscs, and
payments described in Section 2.03(c)(1) and (3) of this Agreement.

{5y  City SETL Operating Charges. The “City SETL Operating Charges,”
which shall be in an amount equal to the operations and maintenance expenses described
under Section 3.08 of this Agreement, which amounts may be further described in an
agreement with Houston and the other parlicipants in the SETL Project as contemplated in
Section 11.15 of the SETL Cost Sharing Agreement.

(6)  Authority Administrative Expenses Charges. The “Authority
Administrative Expenses Charges,” which shall be the amounts necessary to compensate
the Authority for the peneral administrative expenses and overhead of the Authority, in an
amount not to exceed $5,000 per month, and direct charges (e.g. legal, engineenng, and
firancial advisory services) incurred in connection with the management of the Plant Cost
Sharing Agreement, SETL Cost Sharing Agreement, the Capacity Reservation Contract,
Plant capacity agreements, and any agreement previding for the operation of the Project or
SETL Project, the management of the Bonds, and the operation, maintenance or inspection
of the Project or SETL Project. The Authority Administrative Expenses Charges shall be
based on the budgets preparcd by the Authority. The Authority will use reasonable efforts
to provide the City with a draft of each annual budget two (2) months prior to the effective
date of such budget.

(7))  City Capacity Reservation Comtract Charges. The “City Capacity
Reservation Contract Charges,” which shall be an amount equal to all of the costs,
expenses, and payments described in Section 2.05(b) of this Agreement.

Section 5.03  Timing of Payments.

(a) Fixed Charges Payments. Payments of Fixed Charges (the “Fixed Charges
Payments™) shall be payable in periodic payments as follows:

-25-
260185085



(i)  Forthe purpose of paying current debt service on the Bonds and maintaining
required reserve funds the following monthly payments shall be made by the City not later
than the 20% day of the month:

(i)  One-sixth {1/6") of the interest payments on all of the Bonds then
outstanding that are due and payable on the next interest payment date; plus

{ii)  One-twelfth {1/12™) of all principal payments (whether at maturity
or by reason of any mandatory or extraordinary redemption provisions) on all
Bouds that are due and payable on the next principal payment or redemption date
and the costs of any credit agreements entered into in connection with the Bonds:
plus

(iii)  One-sixth (1/6™) of all paying agent/registrar, trustee fees, and other
expenses paid in connection with the Bonds; plus

{iv}  The menthly amount required te be deposited inte a debt service
reserve fund, if any, or operating and maintenance reserve fund, if any, in order to
ensure the maintenance of the proper balence in such reserve fund in the manner
set forth in the bond resolution authorizing the issuance of Bonds.

(2) For Fixed Charges not described in subsection (a)(1), sbove, Fixed Charges
Payments shall be promptly made by the City to the Authority upon receipt of a written
request therefor.

(b)  FPayments of Operating Charges. Operating Charges shail be payable in periodic
payments as follows:

{1}  The Autherity shall bill the City for Operating Charges described in Section
5.02(b)(2) monthly, or at such other interval as may be agreed to by the partics. Such bills
will be sent to the City by the 16th day of the month and shall be due and payablz on the
20ith day of such month.

(2) City Plant Cost Sharing Agreement Charges Payments. Payments of the
City Plant Cost Sharing Agreement Charges (the “City Plant Cost Sharing Agreement
Charges Payments”) shall be made at the times described in Section 2.04(b) of this
Agreement.

(3)  City SETL Cost Sharing Agreement Charges Payments, Payments of the
City SETL Cost Sharing Agreement Charges (the “City SETL Cost Sharing Agreement
Charges Payments™) shall be made at the times described in Section 2.03 of this
Agtoement,

(4)  Ciny SETL Operating Charges Payments. Paymenis of the City SETL
Opetating Charges (the “City SETL Operating Charges Payments”) shall be made in
accordance with the agreement contemplated by Section 11.15 of the SETL Cost Sharing
Agreement,
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(3)  Auwthority Administrative Expenses Charges Payments. Payments of the
Authority Administrative Expenses Charges (the “Authority Administrative Expenses
Charges Payments™) shall be made monthly by the City to the Authorily in an amount equal
to one-twelfth (1/12%) of the estimated annual authority administrative expenses described
in Section 5.02(b){6) of this Agreement. For any Authority Admimstrative Expenses
Charges not covered through the annual budget process, Authority Administrative
Expenses Charges Payments shall be promptly made by the City to the Authority upon
receipt of a written request therefor.

(6)  City Capacity Reservation Contract Charges Pavments. Payments of the
City Capacity Reservation Contract Charges (the “City Capacity Reservation Contract
Charges Payments”™) shall be made at the times described in Section 2.05(b) of this
Agresment.

Section 5.04  Source of Payinents.

{a) The City and the Authority recognize that the Bonds will be payable from, and
secured by, a pledge of the Fixed Charges Payments to be received by the Authority under this
Agreement and that in order to make the Bonds marketable at the lowest available interest rate, it
is to the muteai advantage of the City and the Authority that the City's obligation to make the
payments required hereunder be unconditional. All sums payable hereunder to the Authority shali,
so long as any pan of the Bonds are outstanding and unpaid, be paid by the City without set-off,
counter-claim, abatement, suspensicn or diminution except as otherwise expressly provided
herein. 5o long as any part of the Bonds are cutstanding and unpaid, this Agreement shall not
terminate, nor shall the City have any right to terminate this Agreement nor be entitled to the
abatement of any payment or any reduction thereof nor shall the obligations hereunder of the City
be otherwise affected for any reason, it being the intention of the parties that so long as any part
of the Bonds are outstanding and unpaid, all sums required to be paid by the City to the Authority
shall continue to be payable in all events and the obligations of the City hereunder shall continue
unaffected, unless the requirement to pay the same shall be reduced or terminated pursuant to an
express provision of this Agreement. The amounts owed by the City under this Agreement shall
be payable by the City, notwithstanding the suspension, interruption, temporary or permanent
termination or unavailability of water from the Plant or through the SETL Project or the Project,
in whole or in part, or darnage to the Plant, the SETL Project or the Project for any reason
whatsoever, and shall not be subject to any reduction, whether by offsel or otherwise.

(b}  All payments required to be made by the City to the Authority under this Agreement
shall be payable from the revenues and income received by the City from the ownership and
operation of its water and sewer systenl. The Authority shall never have the right 1o demand
payment by the City of any obligations assumed by or imposed upon it under or by virtue of this
Agreement from any funds raised or to be raised by taxation, and the City’s obligations under this
Agreement shall never be construed to be a debt of the City of such kind as to require it under the
Consttiion and laws of the State to levy and collect a tax o discharge such obligation. Nothing
in this Section, however, shall be constried as preventing the City, in its sole discretion, from
making any such payment from sources other than revenues and income of the City’s water and
sewer systerm. Pursuant to the provisions of Section 791.026, Texas Govemment Code, the
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payments made hereunder shali be an operating expense of the City™s water system and sewer
System.

{¢)  During the term of this Agreement, so long as the Authority has potable water
available from the Plant under the Agreement or from the Mackey Plant under water supply
contracts with the Authority to supply the City in amounts sufficient to meet the City’s needs, the
City shall not obtain potable water from a source other than the Authority except (i) from facilities
owned by the City or contracted for on the date hereof, (i) from groundwater sovrces now or
hereafter available to the City, (iii) as may otherwise be permitted by the City's contracts with the
Authority, or (iv) with the consent of the Authority.

(d)  The City covenants and agrees to fix and maintain such rates and collect such
charges for the facilitics and services provided by its water and sewer system as will be adequate
to permit the City to make prompt payment of all expenses of operating and maintaining the City’s
water and sewer system, including all payments under this Agreement, and to make prompt
payment of the interest on and principal of the bonds or other obligations of the City payable, in
whole or in part, from the revenues of its water and sewer system. The City pledges such revenues
to payment of the amounts due hereunder to the Authority.

(¢}  The City covenants and agrees that any Fixed Charges Payment to the Authority
required by this Article V shall be absclute and unconditional, free of deductions and without any
abatement, offset, recoupment, diminution or set-off whatsoever.

Section 5.05 Prompt Payment Act. Payments by the Purchaser shall be subject to the
provisions of the Texas Prompt Payment Act, Texas Government Code Chapter 2251, as amended.

ARTICLE VI

DEFAULTS AND REMEDIES
Section 8.01  Default. The fellowing shall be considered a defanlt under this Agreement:

(a)  the failure of the City to make any monetary payment when due under this
Apreement; or

(b)  the failure of either party to perform and observe in a timely manner any
nonmonetary obligations or covenants contained in this Agreement and such failure is not cured
within thirty (30) calendar days after notice, specifying such default, i3 given to the non-
performing paity by the other party; provided, however, that if the nonperformance cannot
reasonably be cured within thirty (30) calendar days, then no default shall occur if, and as long as,
the party has initiated all remedial action reasonably possible within the thirty (30) calendar-day
period and thereafter continues diligently to remedy the failure.

Section 6,02 Remedies.

{a)  Itisnot intended hereby to specify (and this Agreement shall not be considered as
specifying) an exclusive remedy for any default, but atl such other remedies (other than termination
of this Agreement) existing at law or in equity may be availed of by either party and shall be
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cumulative. Recognizing, however, that the Authority’s undertaking to provide and maintain a
supply of water hereunder is an cbligation, failure in the performance of which cannot be
adequately compensated in money damages alone, the Authority agrees, in the event of any default
on its part, that the City shall have available to it the equitable remedy of specific performance in
addition to any other legal or equitable remedies (other than termination of this Agreement) which
may also be available to the City. Recognizing that failure in the performance of any of the City's
obligations hereunder could not be adequately compensated in money damages alone, the City
agrees in the event of any default on its part that the Authonty shall have available to it the
equitable remedy of specific performance in addition to any other legal or equitable remedies
{other than termination of this Agreement but including the right to cease delivery of water for
non-payment of the City’s obligations hereunder) which may also be available to the Authority.
Notwithstanding anything to the contrary contained in this Agreement, any right or remedy or any
default hereunder shall be decmed to be conclusively waived unless asserted by a proper
proceeding at law or in equity within two years after the oceurrence of such default.

(b}  The Authority recognizes the great importance of the swater supply provided by this
Agreement to the health and welfare of the City and its citizens and that the City is a principal
beneficiary of the Plant Cost Sharing Agreement, the SETL Cost Sharing Agreement and the
Capacity Reservation Contract. If Houston should at any time default in the performance of its
obligation to deliver water to the Authority, thereby impairing the Authority's ability to deliver
water to the City, the Authority covenants and agrees with the City to proceed promptly and with
diligence to require Houston to remedy such default, failing which the City shall have the right to
proceed in its own nizme, or in the name and on behalf of the Authority to enforce by judicial action
ot otherwise the Authority’s contractual and statutory rights to the delivery of water from the Plant.

{c) If a monetary default shall occur and be continuing, the Authority shall have the
right to cease delivery of water through the Project by giving to the City thirty (30) calendar days’
advance written notice of the effective date of such cessation. Such cessation, however, shall not
be effective if prior to the effective date of cessation the City shall kave fully paid such bill and
the interest accrued thereon. In addition, the Authority shall have the right to terminate all of the
City’s other rights, including the City’s right to receive delivery of water, but not the City’s
monetary and non-monetary obligations, under this Agreement. Mo termination of rights pursuant
to this Section §.02{c) shali have the effcct of relieving the City of any liability which it would
otherwise have hagd if no such termination hed occurred.

{d) The Autherity and the City may commence suits, actions or proceedings at law or
in equity, including suits for specific performance as may be necessary or appropriate to enforce
the obligations of the defaulting party.

Section 6.03 No_Additional Waiver Implied. No waiver or waivers of any breach or
defavlt (or any breaches or defaults) by either parly hereto of any term, covenant, condition, or
liability hereunder or of performance by the other party of any duty or obligation hereunder shall
be deemed a waiver thereof in the future, nor shall any such waiver or waivers be deemed or
construed to be & waiver of subsequent breaches or defaults of any kind, character, or description,
under any circumstances.
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Section 6.04 Force Majeure. If Force Majeure prevents either party hereto from
performing any of its obligations under this Agreement (except the unconditional obligation of the
City to make the payments required in Article V), in whole or in part, then the obligations of such
party, to the extent affected by such Force Majeure, shall be suspended during the continuance of
any inability so caused, so long as such party is exercising due diligence to resume performance
at the earliest practicable time. As soon as reasonably possible after the occurrence of the Force
Majeure relied upon, the party whose contractual obligations are affected thereby shall give notice
and full particutars of such Force Majeure to the other party. No damage shall be recoverable from
the Authority by reason of the temporary suspension of detivery of water due to any Force Majeure,
If the Authority’s ability to deliver water to the City is affected by any Force Majeure, the
Authority shall promptly forward to the City Ditector of Public Works any information the
Authority receives from Houston in writing as soon as practicable. Nothing in this Section shall
prevent the Authority from asserting damages against any third party for interruption of services,
in which event the Authority and the City shall share in the proceeds of any recovery, to the extent
of their respective damages. The term “Force Majeure,” as used herein, shall include, without
limitation of the generatity thereof, acts of God, strikes, lockouts, or other industrial disturbances,
acts of the public enemy, orders of any kind of the Government of the United States, of the State,
of any civil or military authority, insurrections, riots, epidemics, landslides, drought, lightning,
earthquakes, fires, hurricanes, storms, floods, water of unusable quality, washouts, arrests, restraint
of government and people, civil disturbances, explosions, breakage or accidents to the Authority’s
or Houston’s machinery, pipelines or canals, or of damage to the Authority’s water conveying
system caused by events beyond the Authority’s control, default by Houston in delivering water
to the Authority, and any other inabilities of either party, whether similar to those enumerated or
otherwise, which are not within the control of the party claiming such inability, and which such
party could not have avoided by the exercise of due diligence and care. It is understood and agreed
that the settlement of strikes and lockouts shall be entirely within the discretion of the party having
the difficulty and that the above requirement that any Force Majeure shall be remedied with all
reasonable dispatch shall not require the setilement of strikes and lockouts by acceding to the
demands of the opposing party or parties when such settlement is unfavorable to it in the judgment
of the party having the difficulty.

ARTICLE VIt
TERM AND GENERAL PROVISIONS®

Section 7.01  Approval by the City. Whenever this Agreement requires or permits
approval or consent to be hereafter given by the City, such approval or consent shall be effective
without regard to whether such approval or consent is given before or after the time required
herein. Except as otherwise provided herein, such approval or consent shall be evidenced by an
ordinance or resolution adopted by the governing body of the City or by an appropriate certificate
executed by a person, fimn or entity authorized to determine and give approval or consent on behalf
of the City pursuant to an ordinance or resolution adopted by the governing body of the City. In
addition to the delegations made elsewhere in this Agreement, for each approval or consent of the
City involving an expense to the City of less than $100.000, the City Manager of the City is
authorized 1o provide such approval or consent on behalf of the City without further action by the
City Council. No consent or approval of the City shall be requited as a condition to any action by
the Authority except as expressly required in this Agreement.
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Section 7.02  Limits of Liability. THE C11YY RECOGNIZES THAT THE AUTHORITY
ENTERED INTO THIS AGREEMENT TO ASSIST THE CITY OBTAIN WATER FROM
HOUSTON THROUGH THE PROJECT AND IN NO EVENT WHATSCOEVER SHALL THE
AUTHORITY HAVE ANY LIABILITY TO THE CITY FOR ANY CONSEQUENTIAL,
[NCIDENTAL, INDIRECT, SPECIAL, OR PUNITIVE DAMAGES, INCLUDING WITHOUT
LIMITATION ANY DAMAGES RELATING TO LOST PROFITS, GOODWILL OR
REPUTATION, BUSINESS iNTERRUPTION, OR THE LIKE, REGARDLESS OF THE FORM
OF CLAIM OR CAUSE QF ACTION AND REGARDLESS OF WHETHER SOUNDING IN
CONTRACT, TORT (INCLUDNNG NEGLIGENCE, STRICT PRODUCTS LIABILITY, AND
OTHERWISE}, STATUTORY, OR OTHERWISE, AND REGARDLESS OF WHETHER
HAVING BEEN NOTIFIED OF THE POSSIBILITY OR LIKELIHOOD OF ANY SUCH
DAMAGES., WITHOUT REGARD TO THE NATURE OF ANY CLAIM OR CAUSE OF
ACTION. THE CITY WAIVES ANY CLAIM OR CAUSE OF ACTION FOR DAMAGES
AGAINST THE AUTHORITY EVEN IF DUE TO AUTHORITY'S NEGLIGENCE RELATING
TO OR ARISING OUT OF THIS AGREEMENT OR THE WATER TO BE PROVIDED BY
THE AUTHORITY TO THE EXTENT THE AMOUNT OF SUCH CLAIM OR CAUSE OF
ACTION EXCEEDS THE AMOUNT, IF ANY, WHICH THE AUTHORITY RECEIVES FROM
INSURANCE, IF ANY, RELATED TO SUCH CLAIM.

Section 7.03  Special Conditions. This Agreement and the Authority’s obligation to
deliver water to the Cily as provided herein shall be subject to the following:

(a) All present and future valid laws, orders, rules and regulations of the United States
of America, the State, and any regulatory body having junsdiction (and the parties agree to
cooperate to obtain compliancy therawith);

(b  The Plant Cost Sharing Agreement, as it may be amended or supplemented from
time to time with the writtert approval of the City.

(¢)  The SETL Cost Sharing Agreement, as it may be amended or supplemented from
time to time with the written approval of the City,

(d}  The Capacity Reservation Contract, a3 it may be amended or supplemented from
time to time.

{c) The ability of the Authority to market any Bonds authorized hereunder on
acceptable terms.

Section 7.04  Effective Date; Term. This Agreement shall be in full force and effect from
the date of the last party executes this Agreement and, unless sponer terminated by agreement,
shall remain in forec until the later of termination of the Plant Cost Sharing Agreement or the
SETL Cost Sharing Agreement or the Capacity Reservation Contract; provided that the obligations
of the City to make payments of Fixed Charges hereunder shail be, and the same are hereby agreed
to be, uncondittonal- under any circumstances, including termination, so lang as any Bonds remain
outstanding and unpaid as to either principal or interest, and provided further that the Authority
shall not agree to a termination of the Plant Cost Sharing Agreement or the SETL Cost Sharing
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Agreement or the Capacity Reservation Contract without the City’s prior written consent to such
termination,

Section 7.05  Addresses and Notice. Unless otherwise provided in this Agreement, any
notice, communication, request, reply or advice (herein severally and collectively, for
convenience, called *Notice”) herein provided or permitted to be given, made, or accepted by
either party to the other must be in writing and may be given or be served by depositing the same
in the United States mail postpaid and registered or certified and addressed to the party to be
notified, with return receipt requested, or by delivering the same to an officer of such parly, when
appropriate, addressed to the party to be notified. Notice deposited in the mai} in the manner
herginabove described shall be conclusively deemed to be effective, unless otherwise stated in this
Agreement, from and after the expiration of three (3) calendar days after it is so deposited. Notice
given in any other manner shatl be effective only if and when received by the party to be notified.
For the purposes of notice, the addresses of the parties shal, until changed as hereinafter provided,
be as follows:

If to the City, to: City of [League City
300 West Walker
League City, Texas 77573
Atin: Mayor

If to the Authority, to: Gulf Coast Water Authority
3630 Highway 1765
Texas City, Texas 77591
Atm: General Manager

The parties shall have the right from time to time and at any time to change their respective
addresses and shall have the right to specify as its address any other address by at least fifieen (15)
calendar days’ prior written notice to the cther party.

Section 7.06 Modification. This Agreement shall be subject to change or modification
at any time, but only with the mutual consent of the governing bodies of each of the parties hereto.

Section 7.07  Assignability. This Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and assigns, but this Agrecment shall
not be assignable by the Authority without the prior written consent of the Cily and shall not be
assignable by the City without the prior written consent of the Authority. Whenever reference is
made in this Agreement to either of the parties hereto, such reference shall be deemed to include,
wherever applicable, a reference to the permitted successors and assigns of such parties,

Section 7.08 Scverabitity. The provisions of this Agreement are severable, and if any
provision or part of this Agreement or the application thereof to any person or circumstance shal?
ever be held by any court of competent jurisdiction to be invalid or unconstitutional for any reason,
the remainder of this Agreement and the application of such provision or part of this Agreement
1o other persons or circumstances shall not be affected thereby.
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Section 7.09 Venug: Choice of [aw. This Agreement is made and entered into in
Galveston County, Texas, is performable in all particulars in said Galveston County, Texas, shall
be construed and enforced in accordance with the laws of the State of Texas and any cause of
action hereunder shall be filed and maintaingd in a court of competent jurisdiction in Galveston
County, Texas.

Section 7.10  Condemnation. In case any significant damage to or destruction of any part
of the Project ocenrs or any significant part thereof is 1aken by eminent domain, the Authority and
the City shall comply with the provisions of the applicable Bond Resolution with respect to
authorizing refunding bonds or additional bonds.

Section 7.11  Third Party Beneficiary. This Agreement shall be for the scle and exclusive
benefit of the Authority, the City and the owners and holders of the Bonds. The Authority is
hereby granted the specific right to pledge payments received hereunder in cennection with the
issuance of the Bonds.

Section 7.12  Captions and Headings. The captions appearing at the first of each
numbered article and section in this Agreement are inserted and included solely for convenience
and shall never be considered or given any effect in construing this Agreement, or any provision
hereof, or in connection with the duties, obligations, or liabilities of the respective parties hereto
or in ascertaining intent, if any question of intent should arise.

Section 7.13  Amendment in Full. This Agreement is intended to completely consolidate,
amend and restate (i} the Second Amended and Restated Water Supply Contract, dated as of
September 15, 2001, between the Authority and the City, as amended by the First Amendment to
Second Amendment and Restated Water Supply Contract, dated as of june 29, 2007, and as
supplemented by the First Supplement to Second Amended and Restated Water Supply Contraet,
dated as of June 29, 2007, and as supplemented by the Second Supplement to Second Amended
and Restated Water Supply Agreement, dated as of Segptember 7, 2015, (i1} the Interlocal
Agreement between the City and the Authority, dated July 23, 2013, {iii) the First Amnendment to
Interlocal Agreement between the City and the Authorily, dated January 14, 2014, and (iv) the
Interlocal Agreement between the City and the Authority, dated September 20, 2017.

Section 7.14 FEntire Agreement. This Agreement constilutes the entire agreement
hetween lhe parties relative to the subject matter hereof, being the water supplied by Houston
through ihe Pant. There have been and are no agreements, covenanis, representations or
warranties between the parties other than those expressly stated herein or expressly provided for
herein.

Section 7.15  Govemning FLaw. This Agreement shall be governed by and constrzed in
accordance with the laws of the State.

33-
HhRl]1 5085



EXECUTED n multiple counterparts, each of which shall be deemed an original, as of the

day and year first above written,

ATTEST;

City Secretary

{SEAL)

ATTEST:

i sk

'-"F'I' §ecretar}f, Roard of Directors

=G0 1R508.5

CITY OF LEAGUE CITY, TEXAS

Mayor

.

/E—GG S‘F\ﬁ\TER AUTHORITY

Bg}:"
FPresident, Board o







Exhibit A

Plant Cost Sharing Agreement

[Attached]
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AMENDED AND RESTATED COST SHARING AGREEMENT
FOR THE SOUTHEAST TRANSMISSION LINE PROJECT

THIS AMENDED AND RESTATED COST SHARING AGREEMENT FOR THE
SOUTHEAST TRANSMISSION LINE PROJECT (this “Agreement™) is made by and among
BAYBROOK MUNICIPAL UTILITY DISTRICT NO. 1 (“Baybrook MUD 1), the CITY
OF FRIENDSWOOD, TEXAS (“Friendswood™), the CITY OF HOQUSTON, TEXAS
(“Houston™), the CITY OF PASADENA, TEXAS (“Pasadena”), the CITY OF WEBSTER,
TEXAS (“Webster”), CLEAR LAKE CITY WATER AUTHORITY (“CLCWA™), GULF
COAST WATER AUTHORITY (“GCWA™), and HARRIS COUNTY MUNICIPAL
UTILiTY DISTRICT NO. 55 (“MUD 557) (each a “Party” and collectively, the “Parties™ for the
purpose of providing for the design and construction of a new large-diameter water transmission line
from the Southeast Water Purification Plant to the Partiss’ water transmission and distribution
systems, For and in consideration of the premises and mutual covenants and agreements contained
herein, the Parties agree as follows:

TABLE OF CONTENTS

ARTICLE I - RECITALS

ARTICLE Il - DEFINITIONS AND EXHIBITS
2.1  Capitalized Terms Defined
2.2 Exhibits

ARTICLE IH - OWNERSHIP AND CAPACITY SHARES
3.1 Owanership of Southeast Transmission Line

3.2  Caleulation of Capacity Shares

3.3  Participation Tahle

ARTICLE IV - PROJECT COSTS AND COST SHARES
4,1 Caleulation of Cost Share

4.2 Duty to Pay Cost Share

4.3  Budget

4.4 Cash Calls

4.5 Account

4.6  Additional Funds

4.7  Governing Body Approval Required

4.8 Effarts to Cure; Cure Plan

4.9 No Cere Plan; Exhaustion of Efforts to Cure
4.10  Mapaging Participant’s Options

ARTICLE V - PROJECT MANAGEMENT AND SCHEDULE
5.1 Project Management

52  Project Schedule

5.3  Work Progress Report
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5.4 Bonds and Insurance
5.5 Work Access

5.6 Wark Review

5.7 No Guarantee

58  Representatives

ARTICLE VI-PHASE |
6.8  Preliminary Engineering Report

ARTICLE VII - PHASE 2

7.1  Final Design

7.2 Real Estate Acquisition

7.3  Bidding and Contracting for Construction Work

ARTICLE VIII - PHASE 3

8.1 Construction Contracts
8.2  Work Change Directives
83  Change Orders

8.4  Site Yisits and Reports
8.5  Delivery Date

ARTICLE IX - PROJECT ACCOUNTING AND FINAL STATEMENT
2.1 Payment for Work

9.2 Cost Recovery Amounts

9.3  Phase 1 Financial Accounnting Report

9.4  Phase 2 Financial Accounting Report

95  Agreed Upon Procedures Report

96 TCEQ Requirements

9.7  Final Statement

9.8  Paid Share

9.9  Inspection and Review

ARTICLE X — METERING AND PRESSURE MONITORING
10.1 Connection and Meter
10.2 Pressure Monitoring

ARTICLE XI - MISCELLANEOUS PROVISIONS
11.1 Term

11.2 Force Majeure

11.3  Severability

11.4 Written Amendment

11.5 Applicable Laws

11.6 Naotices

11.7 Captions

11.8 Non-Waiver
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1.9
11,10
11.11

11.12
11.13

11.14
11.15

Enforcement

Ambiguities

Survival

Remedies Cumulative

Entire Apreement

Effect on Prior Agreements

Apreement for Operation and Maintenance

EXHIBITS

A-1-A-5 PROJECT MAPS

B-1-B-35 PARTICIPATION TABLES
C-1-C-5 PROJECT BUDGET

1.1

1.2

D
E

FROJECT SCHEDULE
CASH CALL SCHEDULE

ARTICLE
RECITALS

The Parties, along with several other entities that are not party to this Agreement, are
paiticipants in the Southeast Water Purification Plant, located at 3100 Genoa Red Bluff
Road, Houston, Texas 77034 (the “Plant™), which is operated and maintained in accordance
with the “Cost Sharing Agreement for the Southeast Water Purification Plant (Restated and
Amended),” approved by Houston City Councit by Ordinance No. 2001-0417 and
countersigned on July 22, 2001 (the “2001 Agreement’), as amended by the “Amendment
to the Cost Sharing Agreement for the Southeast Water Purification Plant (Restated and
Amended),” approved by Houston City Council by Ordinance No. 07-0927 and
countersigned on September 27, 2007 (the “2007 Amendment™) (logether, the 2001
Agrecment and 2007 Amendment are referred to as the “Plant Agreement).

Treated water from the Plant is delivered to Baybrook MUD 1, Friendswood, Houston,
Webster, CLCWA, GCWA, and MUI} 55 through a 42-inch water transmission line, as
described and depicted in Exhibit J to the 2007 Amendment (the “Existing Line”). The
Parties desire to replace the Existing Line with a new larger-diameter water transmission
ling, as described and depicted in Exhibits A-1 through A-5 (the “Southeast Transmission
Line™). Baybrook MUD 1, Friendswood, Houston, Webster, CLCWA, GCWA, and MUD
55 entered into the “Replacement Water Capacity and Cost Sharing Agreement — New
Cialveston Project,” approved by the Houston City Council by Ordinance No, 2016-200
(the “"Onginal Agreement™), to design, acquire real property for, and construct the
Southeast Transmission Line, formerly referred to as the New Galveston Line (the
“Project™. The Original Apreement provides for capacity allocation, cost sharing, and
completion of the Project in three phases: (i) Phase | — preliminary engincering report; {ii}
Phase 2 — final design, real estate acquisition, and bidding and construction contracting;
and (iii) Phase 3 — construction. The Original Agreement only addresses the scope and
cost of work associated with Phase 1, but contemplates one or more amendments to address
the scope and cost of work associated with Phases 2 and 3.
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1.3

1.4

1.5

1.6

| )

2.1

Phase 1 of the Project is complete, and the Parties desire to amend the Original Agreement
to address the scope and cost of work associated with Phases 2 and 3.

Pasadena, which was not a party to the Original Agreement but is a participant in the Plant,
desires to participate in the Project and become a Party to this Agreement.

GCWA desires to increase its capacity in the transmission line and participation in the
Project by an additional 20 MGD.

Accordingly, the Parties are entering into this Agreement, which shall supersede and
replace the Original Agreement as provided in Section 11.14, to, among other things: (i)
address the scope and cost of work associated with Phases 2 and 3; (ii) add Pasadena as a
Party; (iii) adjust capacity allocations and cost sharing to reflect Pasadena’s participation
and GCWA’s increased participation in the Project; and (iv) update the Exhibits,

These Recitals are hereby incorporated into and made a part of this Agreement,

ARTICLE D
DEFINITIONS AND EXHIBITS

Capitalized Terms Defined. Unless the context provides otherwise, capitalized terms in
this Agreament shall have the meanings provided below, Capitalized terms not defined
Below shall have the meanings given in the 2007 Amendment or the 200]1 Agreement.

“200] Agreement” has the meaning given in Section 1.1.

*2007 Amendment” has the meaning given in Section 1.1.

“Account” means one or more accounts established and controlled by the Managing
Participant for the receipt and disbursement of funds contributed by the Parties for payment
of Project Costs.,

“Additicnal Funds” means an additional approgpriation of funds authorized by a Party’'s
governing body and deposited into the Account to cover Project Costs for Unforeseen
Conditions equal to the Party’s Cost Share.

“Affected Contracts™ has the meaning given in Section 4.10.

“Apreed Upon Procedures Report” or “AUP Report™ means an agreed upon procedures
report and sssoctated findings to review the accounting for and allocation to the Parties of

Project Costs, produced by an independent accounting firm engaged by the Managing
Participant under an agreed-upon procedures engagement conducted in accordance with:
(i) Article IX of this Agreement; and (ii) the Statements on Standards for Attestation
Engagements published by the American Institute of Certifited Public Accountants.
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“Budget™ means the tables set forth in Exhibits C-1 through C-5, which: (i) reflect the
estimated Project Costs by Phase and by construction contract; and (ii) will be updated
from time to tinie in accordance with this Agreement.

“Capacity Share™ has the meaning given in Section 3.2.

“Cash Call” means any one of a series of demands for funds from a Participant seat by the
Praject Director to pay for Project Costs in accordance with the requirements set forth in
Section 4.4,

“Cash Call Due Date” means the date specified in a Cash Call on which the Parties must
deposit cash into the Account.

“Cash Call Scheduls” means the chart set forth in Exhibit E, which: (i) details the
anticipated Cash Call Due Dates; and (ii) will be updated from time to time by the Project
Director es necessary to reflect changes in the Project Schedule or Budget.

“Construction Contractor” means the contractor(s) engaged by the Managing Participant
to construct one or more Segments of the Project.

“Consiruction Costs” means all costs associated with Construction Work, including,
without limitation, all reasonable costs for labor, equipment, materials, electricity, fuel,
construction management, inspections, materdals testing, and related Cost Recovery
Amounts.

“Construction Manager” means the professional service provider engaged by the Managing
Participant to manage the Work of each Construction Contractor.

“Construction Work" means all Work required to construct the Project that is performed
by or under the direction of the Construction Contractor.

“Consuitant™ means the professional service provider(s) engaged by the Managing
Participant to assist in the planning, design, Project Property acquisition, and other Work
for the Project.

“Contingencies” means an allowance to fund unforesecn changes in or additions to the
Work.

“Cost Recovery Amounts” means the portion of the costs of the Managing Participant’s
employees’ salaries, associated benefits, overhead, and itemized costs paid from the cost
recovery fund (Housten's Fund 1001) that are allocated and attributable to the P'roject as

shown in Exhibits C-1 through C-5.

“Cost Share™ has the meaning piven in Section 4.1.
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“Cure Meeting" has the meaning given in Section 4.8.1.
“Cure Plan" has the meaning given in Section 4.8.4.
“Day” means calendar day.

“Delivery Date™ means the date on which the Project Director sends written notice to a
Participant that the Project is capable of delivering the Participant’s Reserved Capacity.

“Design Enginzer” means the engineering fimn(s) engaged by the Managing Participant to
provide engineering design and construction oversight for the Project, or any portion
thereof.

“Direct Employee™ has the meaning given in Section %.2.
“Direcior” means the Directer of Houston Public Works, or his or her designee.

“Effective Date™ means the date on which the City of Houston Controller countersigns this
Agreement and this Agreement becomes effective and binding on the Parties.

“Efforts to Cure” has the meaning given in Section 4.8.1.

“Engineering Costs™ means all costs associated with Engineering Work, including, without
limitation, all reasonable costs for the Preliminery Engineering Report, final design,
geotechnical investigations, inspections, surveys, estimates, line testing, materials testing,
plans, specifications, investigations, permitting and regulatory review, and related Cost
Recovery Amounts.

“Engineering Work™ means all Work required during Phase 1, 2, and 3 to design, analyze,
and test the Project that is performed by or under the direction of a professional engineer.

“Excess Reservation™ has the meaning given in Section 4.10.

“Exhaustion Notice” has the meaning given in Section 4.9.1.
“Existing Line™ has the meaning given in Section 1.2.

“FAR has the meaning given in Section 9.3.1.

“Final Statement” has the meaning given in Section 3.7.

“Finance Director” means the Director of the City of Houston Department of Finance, or
his or her designee.
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“Force Majeure™ means: {i) fires; interruption of utility services; breakage of machinery,
pipelines, or canals; epidemics in the Houston Metropolitan Statistical Area: floods,
hurricanes, tornadoes, ice storms, and other natura! disasters; explosions; war; acts of
terrorism against a Party; riots; strikes; court orders; and the acts of superior governmental
or military authority; that (ii) the affected Party is unable to prevent by the exercise of
teasonable diligence. The term does not include any changes in general economic
conditions such as inflation, interest rates, economic downturn, or other factors of general
application, or an event that merely makes performance more difficult, expensive, or
impractical,

“Intetest Rate™ means the Managing Participant’s actual interest earning rate for its General
Investment Pool. For reference purposes enly, the Managing Participant publishes its

quarterly interest eaming rate for its General Investment Pool in the City of Houston
Controller’s Quarterly Investment Report.

“Managing Participant” means Houston.

“MGLY* means million(s} of gallons per day of water.
“Non-Approval” has the meaning given in Section 4.7,
“Nen-Payment™ has the meaning given in Section 4.4.5,

“Non-Project Itemsg™ has the meaning given in Section 7.3.3.

“Notice of Upcoming Cash Cell” has the meaning given in Section 4.4.1.

“Noticed Participant™ has the meaning given in Section 4.8.1.

“Noticed Representative™ has the meaning given in Section 4.8,1,

“Original Agreement” has the meaning given in Section 1.2

“Overhead” has the meaning given in Section 9.2.

“Paid Share™ means the share of Project Costs paid by a Party, which limits the amount of
Reserved Capacity that Party may receive. Paid Share excludes and may be reduced by
interest due under Section 4.5 and any Project Costs related to modifying the Project under
Section 4.10

“Participantis)” means, individually or collectively, Baybrook MUD [, Friendswood,
Pasadena, Webster, CLCWA, GCWA, and MUD 55.

“Participation Table™ means the tables set forth in Exhibits B-1 through B-5, which list the
Parties' Reserved Capacity and Capacity Shares in the Southeast Transmission Line.
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“Phase" means a discrete stage of the Project.
“Phase 1" means all Work related to the Preliminary Engineering Report.

“Phase 2" means all Work related to the Final Design, Real Estate Acquisition, and bidding
and contracting for Construction Work.

“Phase 3” means all Work related to construction of the Project, including Construction
Work and associated Engineering Work.

“Phase | Financial Accounting Report” or “Phase 1 EAR™ has the meaning given in Section
2.3.1.

“Phage 2 Financial Accounting Report™ or “*Phase 2 FAR™ has the meaning given in Section
9.4.1.

“Plant” has the meaning given in Section 1.1.

“Plant Agreement™ has the meaning given in Section 1.1.

“Point{s) of Delivery” means the output flange(s) on or the welded joint to the connection
on the Project that will serve a Party, as more particularly identified and described in
Exhibits A-1 through A-5, or such other location(s) on which the Project Director and the
applicable Representative may agree in writing.

“Point{s) of Measurement™ means the location of the meter at which the Managing
Participant shall measure the Participant’s consumption of water from the Project. The
Point(s) of Measurement may be at different locations than the Point(s) of Delivery, or at
such other location(s} on which the Project Director and the applicable Representative may
agree in writing.

“Preliminary Engineering Report” means a report prepared by the Design Engineer
containing: (i) surveys, preliminary plans and specifications, and propesed Project
Praperty; (ii} estimated budgets and identified problems for the preliminary plans and
specifications and Project Property, including alternative solutions; (iii) possible ahernate
bid Work ltems recommended by the Design Engineer and the Project Director; and (iv)
recommendations on whether and how to divide the Work into separate construction
CORtracts.

“Project™ has the meaning given in Section 1.2.

“Project Costs” means all costs to complete the Project, including, without limitation, costs
for Engineering Work, Real Estate Work, bidding and construction contracting,
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Construction Work, and Contingencies, and excluding any of such costs that are incurred
exclusively for the benefit of one Party with that Party™s prior written approval.

“Project Director” means the individual designated by the Director and authorized to act
on behalf of the Managing Participant in the manner described in this Agreement.

“Project Propetty” tmeans all easements, rights-of-way, and other real property interests
necessary or desirable to construct, operate, and maintain the Project,

“Project Schedule™ means the chart set forth in Exhibit D, which: {i} details the key events
related to the Work, along with respective dates; and (ii) will be updated frotm time o time
in accordance with this Agreement.

“Real Estate Costs” means all costs associated with Real Estate Work, including, without
limitation, purchase costs, title documents and services, title policies, due diligence,
surveying, closing costs, environmental mitigation, tegal costs, including court costs and
fees, and permitting necessary for acquisition or environmental mitigation.

“Real Estate Work™ means all Work required to secure Project Property, whether by
purchase or by condemnation.

“Representative” means the individual designated by and authorized to act on behalf of a
Participant in the manner deseribed in this Agreement.

“Reserved Capacity” means that portion of the Transmission Capacity for each Segment
reserved to a Party, expressed in peak MGD, based on its Paid Share.

“Segment™ means one of the discrete portions of the Southeast Transmission Line depicted
on Exhibits A-1 through A-5, as such discrete portion may be altered as agreed upon in
writing by the Project Director and the Representatives from time to time during the
Project. Each Segment represents a portion of the Project where there is a change in flow
due to a change in demand. Segments have been grouped topether under separate
construction contracts to facilitate construetion and to fairly apportion Project Costs among
the Parties.

“Sputheast Transmission Line™ has the meaning given in Section 1.2

“Supplementary Infornmation™ has the meaning given in Section 7.3.2.

“TCEQ” mcans the Texas Commission on Environmental Quality, or any successor
Aeney.

“Technical Consultant™ means the engineering firm engaged by the Managing Participant
ta aversee the Work of each Design Engineer.
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“Transmigsion Capacity” means the water transmission capacity of all Segments to be
constructed under a single construction conteact as set forth in Exhibits B-1 through B-5.
Without the need to amend this Agreement, Exhibits B-1 through B-3 shall be updated, or
supplemented, from time-to-time if the Reserved Capacity of any Pariicipant changes
pursuant to this Agreement. Any such npdates or supplements shall be prepared and dated
by the Managing Participant and shall be attached to this Agreement to replace and
supersede the prior version. No additional action shall be needed by any Participant.

“Trre-up” means the process for ensuring that each Party pays its Cost Share.
“Trug-up Statement” has the meaning given in Section 9.5.3.
“Unforeseen Condition™ means an unanticipated field condition, regulatory requirement,

or similar contingency, including Force Majeure, which the Project Director reasonably
believes may require a revision to the Budget, the Project Schedule, or both.

“Work”™ means any of the labor, materials, equipment, administration, and other similar
efforts and items necessary or beneficial for the completion of the Project.

“WERBS No.” means Work Breakdown Structure Number and refers to the construction
contracts under which the Project will be completed. Multiple Segments shall be
constructed under each WBS No., as further described in Exhibits B-1 through B-5.

“Work Item’ means a discrete portion of the Work.
“Work Progress Report™ has the meaning given in Section 5.3.

Exhibits. The exhibits listed in the Table of Contents are heteby incorporated into and
made a part of this Agreement.

ARTICLE I1I
OWNERSHIP AND CAPACITY SHARES

Ownership of Southeast Transmission Line. The Managing Participant shall own and
hold legal title to the Southeast Transmission Line; provided, however, that the Parties shall
each have an undivided equitable and beneficial interest in the use and benefit of
Transmission Capacity in accordance with their respective Capacity Shares, defined in
Section 3.2 below.

Calculation of Capacity Shares. A Party’s pro rata share of Transmission Capecity in a
Segment (“Capacity Share™), expressed as a percentage, shall be determined by the
following formula:

AB=C
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3.3

3.4

4.1

Where:
A is the Party’s Reserved Capacity in a Segment (expressed in MGD).
B is the Transmission Capacity of that Segment {expressed in MGD).

C is the Party’s Capacity Share of that Segment {expressed as a percentage),

Participation Table,

3.3.1 The Participation Table shall list each Party’s Reserved Capacity and Capacity
Share for each Segment.

3.3.2  The Project Director shall update the Participation Table within 60 Days of the date
on which the Houston City Council adopts & Cure Plan under Section 4.8 or
exercises any option under Section 4,10,

No_Additional Capacity or Participants. This Agreement allocates 100% of the
capacity of the Project. Subject to Sections 4.8 and 4.10, no additional participants or

capacity allocations shall be allowed without amendment to this Agreement approved by
the governing bodies of all Parties.

ARTICLE 1V
PROJECT COSTS AND COST SHARES

Caleulation of Cost Share. A Party’s pro rata share of Project Costs (“Cost Share™) shail
be determined as follows:

4.1.t  For Project Costs incurred during Phase 1, the Parties shall pay the following:

Baybrook MUD 1 2.27%
Friendswood 4.65%
Houston 12.85%
Pasadena 0.05%
Wehster 6.70%
CLCWA 2.72%
GOWA 39.82%
MUD 55 4.94%,
Project Costs for Phase 1: 1G0%

As of the Effective Date of this Agreement, Project Costs for Phase | have been
incurred, and the Parties have paid the following amounts:

Baybrook MUD 1 $36,248.00
Friendswood $97.869.60
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4.2

4.3

Houston $231,987.20

Pasadena <0
Webster $121,430.80
CLCWA $202,938.20
GCWA $1,063,878.80
MUD 55 %£57,996.80

The Parties agree that the Project Costs for Phase | shall be reallocated among the
Parties to reflect Pasadena’s participation in the Project and GCWA’s increased
participation in the Project. Said reallocation 15 reflected in the percentages set
forth in this Section 4.1.1 and shall be accomplished through a True-up made in
accordance with Section 9.3.

For Project Costs incurred during Phases 2 and 3, a Party’s Cost Share shall be
determined by the following formula:

DxE=F

Where:

D is the Party’s Capacity Share for a Segment (expressed as a percentage).
E is the total Project Costs for that Segment (expressed in dollars).

F is the Party's Cost Share for that Segment (expressed in dollars).

Duty to Pay Cost Share.

4,2.1

4.2.2

4.2.3

Subject to the limitation set forth in Subsection 4.2.3, ¢ach Party represents and
certifies to the other Parties that it has or will have on hand and lawfully available
sufficient funds 10 pay its Cost Share at the time payment is due under this
Agreement.

In order to receive its Reserved Capacity, each Party agrees to pay its Cost Share
into the Account, through a series of Cash Calls deseribed in Section 4.4, no later
than the applicable Cash Call Due Date.

To the extent this Agreement contemplates future financial obligations of any
Party, said obligations shall be subject to appropriation by its respective
governing body as required by law.

Budget. The Project Director has provided estimates of the Project Costs, as well as the
manner of calculation of such costs and the Parties’ respective Cost Shares of such costs,
all as more specifically set forth on Exhibit C. The Project Director shall cause an
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4.4

4.5

updated Budget to be prepared regularly (but not less than quarterly) and provided to
the Participants throughout the Project.

Cash Calls,

4.4.1 The Project Director shall provide the Participants with written notice (the
“Notice of Upcoming Cash Call”) of: (i} the estimated Project Costs and Work
Items to be paid with proceeds of any upcoming Cash Call; (ii) the estimated
dollar amount due from each Party pursuant to the upcoming Cash Call, and the
calculation thereof; and (iii) the estimated Cash Call Due Date. The Cash Call
Due Date shal! be no earlier than 60 Days after the date the Project Director
sends the Notice of Upcoming Cash Call to the Participants. The Cash Call Due
Date for ali other Cash Calls shall be no earlier than 60 Days after the date the
Project Director sends the Notice of Upcoming Cash Call to the Participants,

4.4.2 Except as may be agreed to in writing otherwise by the Project Director and the
Representatives, each Cash Cail Due Date shall be: (i} for each Participant, no
earlier than the later of 60 Days after the date the Participant receives that
particular Cash Call or the estimated Cash Call Due Date provided in the Notice
of Upcoming Cash Call; and (ii) for the Managing Participant, 60 Days after the
tatest Participant’s Cash Call Due Date. In no event shall a Cash Call Dye Date
be more than 18 months after the date the Project Director sends the Notice of
Upcoming Cash Call to the Participants.

4.4.3 If a Participant pays the amount stated in the Cash Call after the Cash Call Due
Date, the Participant shall pay interest accruing on the dates and at the rate set forth
m Chapter 2251 of the Texas Government Code, as amended from time-to-time.

4.4.4 Any interest paid by a Participant under this Section shall not increase the
Participant’s Paid Share or Reserved Capacity.

4.4.5 If a Participant does not pay the amount stated in the Cash Call by the Cash Call
Due Date (*Non-Payment™), the Project Director shall send the Participant written
notice of Non-Payment and initiate Efforts to Cure under Section 4.8.

Accownt. The Project Director may spend funds in the Account for Project Costs
associated with Work Items 30 Days afier the Project Director makes a Cash Call for
Project Costs associated with such Work Items. For the proporticnate benefit of the Parties,
the Finance Director shall be authorized to invest the funds on hand in the Account in the
manner permitted by Texas law. The Parties may advance funds into the Account and
accrue interest on unspent funds at the Interest Rate. In order to uphold applicable bond
covenants and avoid tax liability, the Finance Director shall use current, applicable
government accounting methods used by the Managing Participant. The Project Director
shall calculate the accrued interest on the funds, and distribute the remaining proceeds from
such interest earned, if any, as part of the True-up.
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4.6

4.7

4.8

Additional Funds. If, due to an Unforeseen Condition, the Project Director reasonably
believes the amounts in the Account are insufficient to pay the Project Costs and Additional
Funds will be necessary, the Project Director shall notify the Participants of the Unforeseen
Condition and issue & Cash Call in accordance with Section 4.4 to request Additional
Funds.

Governing Body Approval Required. If the governing body of a Party fails to approve
any item requiring approval in order to perform that Party’s obligations under this

Agreement {“Non-Approval™}, that Party shall irmediately send written notice of Non-
Approval to all other Parties, and the Parties shall engage in Efforts to Cure under Section
4.8.

Efforts to Cure; Cure Plan.

4.8.1 In the event of Non-Payment or Non-Approval by a Participant (the “Noticed
Participant™), the Project Director shall provide written notice of the Non-Fayment
or Non-Approval to the Representative for said Participant (the “Noticed
Representative™) that states: (i) the event of Non-Payment or Non-Approval; and
{ii) the date of a meating (the “Cure Meeting™} to negotiate in good faith to cure
the Non-Payment or Non-Approval {the “Efforts to Cure™). The Cure Meeting
shall be held within 60 Days of the notice of the Non-Payment or Non-Approval.

4.8.2 The Project Director shall notify the other Representatives of the Cure Meeting
and invite them to attend and participate.

4.8.3 The Project Director shall accurately record the discussion that takes place at the
Cure Meeting and any terms that the Parties agree to in principle.

4.8.4 Using the notes taken at the Cure Meeting, the Project Director shall send revised
documents, such as a revised Project Schedule, Budget, or solicitation,
jncorporating the Parties’ previous Efforts to Cure (the “Cure Plan™). The Project
Director shall send the draft Cure Plan to the Noticed Representative for comments
and approval, and to the other Representatives for notice and comments.

4.8.5 If the Noticed Representative returns comments on the Cure Plan within 30 Days,
the Project Director shall send a revised Cure Plan to all Parties to address the
MNoticed Representative’s comments and any comments from the other
Representatives.

4.8.6 Ifthe Noticed Representative and Project Director agree to a Cure Plan, they shall
submit the Cure Plan to the other Representatives within 60 Days of reaching the
agreement. 1f necessary, the Noticed Representative and the Project Director shall
submit the Cure Plan to the governing bodies of all Parties to seek an amendment
to this Agreement.
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4.9

4.10

5.1

No Cure Plan; Exhaustion of Efforts to Cure.

4.9.1 If the Project Director and Noticed Representative cannot agree to a Cure Plan,
then the Project Director shall send notice to the Noticed Participant and the other
Perticipants that the Noticed Participant and the Managing Participant have
exhausted Efforts to Cure (the “Exhaustion Notice™).

4.9.2 Following issuance of the Exhaustion Notice, the Project Director shall send the
Participants a report showing the estimated Paid Share of any Party not meeting its
Cost Share, subject to the AUP Report under Section 9.5 and Final Statement uvnder
Section 9.7, and the Parties shall amend this Agrecinent as soon as practicable.

4.9.3 Foliowing issuance of the Exhaustion Notice, and subject to a Final Statement
reflecting the Noticed Participant’s Paid Share, the Noticed Participant and
Noticed Representative shall have no further rights to review, approve, or
comment under this Agreement as to the matters at issue in the Exhaustion
Notice,

Managing Participant’s Options. The Managing Participant, with the approval of the
Houston City Council and the consent of the number of Participants sufficient to

constitute more than 50% of the remzining Cost Shares of the construction contract,
identified by WBS No., affected by the Noticed Participant’s Non-Payment or Non-
Approval (the “Affected Contracts™} (including Houston’s Cost Share but excluding the
Noticed Participant’s Cost Share), shall have the right to take one or more of the
following actions: (i) proceed with any Work associated with the Affected Contract with
the other Participants without review or comment from the Noticed Participant; provided,
however, that the Project Director shall continue to send the Noticed Participant all Project
Schedules, Budgets, and Work Progress Reports sent to the other Participants nnder this
Agreement; (i) assume that portion of the Moticed Participant’s Reserved Capaeity in
excess of the Noticed Participant’s Paid Share (the “Excess Reservation™) upon payment
of the Noticed Participant’s Cost Share for the Excess Reservation, with the cight to retain
or sell at cost all or a portion of the Excess Reservation to another Party; (iii) modify the
Project to reduce the Transmission Capacity to eliminate the Excess Reservation, in which
case the Noticed Participant shall be Liable for any Project Costs necessary to modify the
Project to eliminate the Excess Reservation; and/or (iv) assign the Excess Reservation to
one or more of the other Parties upon payment of the Noticed Participant’s Cost Share for
the Excess Reservation.

ARTICLE ¥V
PROJECT MANAGEMENT AND SCHEDULE

Project Management. The Managing Participant, through the Project Director, shall
manage the Project in accordance with the Budget, Project Schedule, and applicable
laws and regulations. The Project Director shall provide the Participants an opportunity
to review and comment on drafts of requests for proposals and bid advertisements for
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5.2

5.3

5.4

5.5

5.6

8.7

selection of the Design Engineer, Construction Contractor, and Consultant. The
Managing Participant shall select and enter into contracts with one or more Design
Engineer, Construction Contractor, and Consultant to complete the Project. The
Managing Participant’s responsibility to manage the Project pursuant to this Agreement
shall not change the nature of the relationship established in other contracts between the
Managing Participant and the Design Engincer, Construction Contractor, or Consultant.

Project Schedule. The Project Director shall maintain the Project Schedule. Any
revisions to the Project Schedule shall be made on a quarterly basis and distributed to the
Representatives.

Work Progress Report. On a quarterly basis, the Project Director shall update the
Representatives concerning: (i) the Project Schedule and progress of the Work; (i1) any
Unforeseen Condition; (jii) any change orders; (iv) any liens or claims related to the Work:
and (v} the status of the Budget, the Account, and processing of invoices related to the
Work (the “Work Progress Report™).

Ronds and Insurance, The Managing Participant shall require the Design Engineer,
Construction Contractor, and Consultants to provide adequate insurance coverage and
bonds, if bonds are required, to meet applicable legal requirements and protect the
Parties from reasonably foreseeable risks associated with the Work. The Project
Director shall have sole discretion as to whether 10 make a claim on an insurance policy
or bond in connection with the Project. If the Project Director makes a claim and funds
remain after payments to any proper third-party claimant, the Project Director shall
deposit proceeds from the claim or bond into the Account and may spend such funds on
the Project Costs or distribute any refund as part of a True-up.

Work Access. The Project Director shall provide the Representatives reasonable access
to the Work documents and Work. The Project Director shall have sole control over the
actions of the Design Engineer, Construction Coniractor, and Consultant. The Project
Director shail have sole but reasonable discretion to decide what may significantly
disrupt or delay the Work. Such Work access shall be during normal business hours and
subject to such reasonable safety rules and procedures as the Project Director may
impose.

Work Review, The Project Director shall investigate any comments on the work
submittals made by a Representative and take such corrective actions as may be
necessary and proper as determined by the Project Director.

No Guarantee. The Managing Participant’s undertaking to manage the Project shall not
be deemed or construed as a guarantee of the Project Costs or of the timely or successful
completion of the Project in accordance with the Project Schedule, Budget, and plans and
specifications; provided, however, that the Managing Participant agrees to use reasonable
efforts to accomplish the Project within the Budget and Project Schedule. The Managing
Participant shall not be liable for failure to complete the Project for the amounts provided
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6.1

7.1

in the Budget or by the dates provided in the Project Schedule so long as reasonable efforts
are made to accomplish the Project.

Represeotatives.

5.8.1 Each Participant shall designate an individual to serve as its Representative and an
individual to serve as an alternate if the designated Representative is unavailable to
perform as required in this Agreement, The Participant shall notify the Project
Director of such designations and provide contact informaticn for both individuals.

5.8.2 Unless otherwise provided in this Agrecment or required by law, each
Representative shall provide all necessary review and comments on behalf of its
Participant for revised Project Schedules, Budgets, Participation Tables, Project
Property and any other Work Item as requested by the Project Director.

5.8.3 The Representative shall respond in writing to all requests for review and comment
from the Project Director under this section, and the Representative shall not
unreasonably withhold or delay such review and comments.

5.8.4  Unless otherwise specified in this Agreement or determined by the Project Director,
30 Days shall be deemed a reasonable period of time for response. A
Representative shall be deemed to have no comment or any matter for which the
Representative fails to provide a written response by the later of: {i} 30 Days of the
date the Managing Participant sends a request for review and comment, (ii} the time
period provided by the Director to the Representatives with the request for review
and cornment, or (iii) as otherwise provided in this Agreement.

5.8.5 Notwithstanding anything in this Agreement 1o the contrary, a Representative
shall not be entitled to review, comment on, or approve or reject any matter
coticerning a Segment in which its Participant does not have Reserved Capacity,

ARTICLE VI
PHASE 1

Preliminary Engineering Report. The Parties acknowledge that, in compliance with
the Original Agreement, the Managing Participant engaged 2 Design Engineer to prepare
a Prelimimary Engineering Report for the Project, provided the Representatives with
copies of the Preliminary Engincering Report for review and comment, and recejved
comments from the Representatives in connection with the review and approval of the

Preliminary Engineering Report.

ARTICLE VI
FHASE 2

Final Design,
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7.2

7.3

111

1.1.2

7.1.3

In accordance with applicable law, the Managing Participant shali engage one or
more Design Engineers to design one or more Segments of the Project. Upon
procuring the services of such firm, the Project Direcior shall provide the
Representatives with notice of the Managing Participant’s intent to engage such
firm, which notice shall include: {i) the estimated Project Costs included in such
engineering contract; and (ii) the Parties” respective Cost Shares of same.

The Managing Participant shall engage a Technical Consultant to oversee the
work of the Design Engineers. Upon precuring the services of such firm, the
Project Director shall provide the Representatives with notice of the Managing
Participant’s intent to engage such firm, which notice shall include: (i) the
estimated Project Costs included in such consulting contract; and (ii) the Parties’
respective Cost Shares of same.

Except as may otherwise be agreed upon by the Project Director and the
Representatives, upon completion of the 60%, 90%, and final plans and
specifications for the Project, the Project Director shall provide the
Representatives with copies of the plans and specifications, and any addenda or
supplements thereto, for review and comment. The Representatives shall provide
their comments to the Project Director within 30 Days of receipt of the 60% and
90% plans, and within 10 Days of receipt of the final plans and any addenda.
Each Representative, contemporancousty with providing written comments, if
any, to the Project Director pursuant to this section, shall provide a copy of its
comments to the other Representatives. IF requested by a Representative, the
Project Director shall schedule a meeting with the Representatives to review and
discuss such comments. After such meeting, the Project Director shall cause the
Parties’ comments to be integrated and included on such plans and specifications
where such integration and inclusion are practical, as reasonably determined by
the Project Director.

Real Estate Acquisition, The Managing Participant shall be responsible for the
acquisition of all Project Property. If necessary, the Managing Patticipant shall
condemn any land required for rights-of-way, sites, and easements for the Project.

Bidding and Contracting for Construction Wark,

1.3.1

7.3.2

Subject to the requirements of Section 7.3.2 and applicable laws regarding
procurement, the Managing Participant shall solicit bids and enter into one or
more contracts for construction of the Project.

Prior to advertising the first invitation to bid, the Managiog Participant shall send
the Representatives the following information: (i} the estimated Project Costs
included in such construction contract; (ii) the Parties’ respective Cost Shares of
same; {iii) the then-current balance of the Account and the allocation of such
balance to each Party {collectively, the *Supplementary Information™).
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8.1

733

The Project Director may, in his or her reasonable discretion, include in any
construction contract one or moreg work items to be performed for the benefit of
less than all of the Parties, but such items are not part of the Project and the costs
related to same are not Project Costs (“Non-Project Items™).  If the Managing
Participant includes any Non-Project Items in a construction contract at the
written request and for the benefit of a Participant, the Participant shall be
obligated to pay for its share of the costs of same in proportion to the Participant’s
benefit resulting therefrom and in accordance with this Agreement as though
such costs were Project Costs. If any Non-Project Items are included in a
construction contract and the Participant did not request such items in writing,
the Managing Participant shall provide written notice to the Participant of its
intenit to include the Non-Project Items in a construction contract and the
estimated costs of same, and the Participant shall not be obligated to pay for any
costs related to same. The Managing Participant shall list any Non-Project Items
as separate fire items in the bid documents for the construction contract in which
Non-Project Items are included. In addition, the Managing Participant shall be
responsible for sending invoicing for and executing work on Non-Project Items
as if they were part of the Project.

ARTICLE VIl
PHASE 3

Caonstroction Contracts,

8.1.1

§.1.2

8.1.3

The Project shall be constructed pursuant to the construction contracts identified
by WBS No. referenced in Exhibits B-1 through B-5, to be entered into by the
Managing Participant at such time as it is determined reasonably necessary by
the Managing Participant to achieve completion of the Project in accordance with
the Project Schedule.

The Managing Participant shall engage a Construction Manager to manage the
Construction Work. Upon procuring the services of such firm, the Project
Director shali provide the Representatives with notice of the Managing
Parlicipant’s intent to engage such firm, which notice shall include: (i} the
estimated Project Costs included in such contract; and (ii) the Parlies’ respective
Cost Shares of sane.

The Managing Participant, acting through the Construction Manager, shail
administer the construction contract(s) in accordance with applicable
governmental rules and regulations. The Construction Manager will monitor, ot
will cause to be monitored, the construction for general conformation with the
plans and specifications and to ensure that the Work is performed in a good and
workmanlike manner and generally in accordance with all applicable rules,
regulations, and requirements of the governmental entities having jurisdiction
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8.2

8.3

8.4

8.5

41

9.2

over the construction of the Project.  The Representatives shall be invited 10
monthly construction progress meetings to keep current on the Project and offer
comments.

Work Change Directives. The Project Director is authorized, without prior review and
comment by the Representatives, to issue a work change ditective; provided, however,
that the Project Director shall notify the Representatives of the work change directive as
s0on as practicable.

Change Orders. The Project Director shall submit any change order that increases a
particular construction contract price by more than 5% to the Representatives for review
and comment. [f a Representative does not make written objection within 5 Days after
receipt of the change order, the Managing Participant may assume the Participant has
no comments on the change order; provided, however, that additional time for review
and comment may be granted by the Managing Participant to the Participant upon the
Participant’s request if such additional time will not adversely affect the Project
Schedule or any timeline under the construction contract. [f an objection is made by a
Participant, the Managing Participant shall reasonably consider the objection and use
good faith efforts 10 address it where practical.

Site Visits and Reports. The Project Director shall provide the applicable
Representatives with notice of and an opportunity to participate in any inspection and
walk-through, including participation in the development of final punch lists and final
acceptance.

Delivery Date, The Project Director shall send written notice to the Parties when the
Project is capable of delivering the Party’s Reserved Capacity.

ARTICLEIX
PROJECT ACCOUNTING AND FINAL STATEMENT

Payment for Work., As the Project Director receives invoices for the Work from the
Design Engineer, Construction Contractor, or Consultants, the Project Director shall
teview and approve, disapprove, or modify such invoices and shall be authorized to draw
upon the funds in the Account, in accordance with the Project Schedule and Budget, for
payment of the same. The Project Director shall include a summary of this information to
the Representatives in the Work Progress Reports.

Cost Recovery Amounts. Cost Recovery Amounts shall include a portion of the salary
and associated benefits for each of the Managing Participant’s employees who track their
hours worked on the Project (each a “Direct Employee™), plus a portion of the costs in the
Managing Participant’s Fund 1001 that are not associated with salaries and benefits for
Direct Employees (“Overhead™), both of which shall be calculated as described in Exhibit
C.
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9.3

o4

FPhase 1 Financial Accounting Report.

9.3.1

9.3.2

933

Within 90 Days of the Effective Date of this Agreement, the Managing
Participant shall initiate the preparation of a Financia) Accounting Report
("FAR”} for Phase 1 (the “Phase ! FAR™) in order to verify that each Party has
paid its appropriate share of Project Costs for Phase 1. The Phase 1 FAR shall
also verify that the Managing Participant used the funds paid by the Parties under
Section 4.5 in accordance with such section. The Phase 1 FAR shall be prepared
in accordance with the accounting procedures to be agreed upon by the Project
Director and the Representatives and shali take into account all Protect Costs for
Phase 1, each Party’s Cost Share of those costs, and any interest accrued.

The Managing Participant shall cause the Phase 1 FAR to be completed within
120 Days after it is initiated. As soon as the Phase 1 FAR has been completed,
the Project Director shall submit a copy of the Phase | FAR to the
Representatives for review. The Representatives shall have 60 Days to review
the Phase 1 FAR and to provide comments on same to the Managing Participant.
The Managing Participant shall address the Participants’ comments and approve
the Phase 1 FAR within 60 Days of date on which the Participants® comments
ar¢ due unless the Representatives and the Project Director agree otherwise.
Notwithstanding the foregoing, the Project Director and the Representatives may
agree in writing to vary the aforementioned schedule for completion of the Phase
| FAR.

[n accordance with the Phase 1 FAR, the Parties agree to “true-up” the payments
for Phase 1 such that if any Party has underpaid its Cost Share of Project Costs
for Phase [, the Managing Participant will debit the amount of such
underpayment from that Party's allocation of the balance in the Account,
Conversely, if any Party has overpaid any such costs according o the Phase 1
FAR, the Managing Participant will credit the amount of such overpayment to
that Party’s allocation of the balance in the Account.

Phase 2 Financial Accounting Report.

9.4,1

9.4.2

Within 90 Days of the date on which Phase 2 is completed, the Managing
Participant shall initiate the preparation of an FAR for Phase 2 (the “Phase 2
FAR™) in order to verify that each Party has paid its appropriate share of Project
Costs for Phase 2. ‘The Phase 2 FAR shall also verify thal the Managing
Participant used the funds paid by the Parties under Section 4.5 in accordance
with such section. The Phase 2 FAR shall be prepared in accordance with the
accounting procedures to be agreed upen by the Project Director and the
Representatives and shall take into account all Project Costs for Phase 2, each
Party’s Cost Share of those costs, and any interest accrued.

The Managing Participant shall cause the Phase 2 FAR to be completed within
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120 Days after it is initiated. As soon as the Phaze 2 FAR has been completed,
the Project Director shall submit a copy of such Phase 2 FAR to the
Representatives for review. The Representatives shall have 60 Days to IEView
the Phase 2 FAR and to provide comments on same to the Managing Pacticipant.
The Managing Perticipant shall address the Participants’ comments and approve
the Phase ? FAR within 60 Days of date on which the Participants’ comments
are due unless the Representatives and the Project Director agree otherwise.
Notwithstanding the foregoing, the Project Director and the Representatives may
agree in writing to vary the aforementioned schedule for completion of the Phase
2 FAR.

In accordance with the Phase 2 FAR, the Parties agree to “true-up” the payments
for Phase 2 such that if any Party has underpaid it Cost Share of Project Costs
for Phase 2, the Managing Participant will debit the amount of such
underpayment from that Party’s allocation of the balance in the Account.
Conversely, if any Party has overpaid any such costs according to the Phase 2
FAR, the Managing Participant will credit the amount of such overpayment to
that Party's allocation of the balance in the Account.

9.5  Agreed Upon Procedures Report.

2.5.1

9.5.2

Within 90 Days of the date on which the Managing Participant’s issues a
certificate of final completion for the last Segment of Phase 3, the Managing
Participsnt shall initiate the preparation of an Agreed Upon Procedures Report
(the “AUP Report”) in order to verify: (i} that each Party has paid its appropriate
share of Project Costs for Phase 3; (ii) debits made from or credits issuad to the
Account to any Party pursuant to Sections 9.3 and 9.4; (iii) the allocations among
the Parties of the balance remaining in the Account; and (iv) that the Managing
Participant used the funds paid by the Parties under Section 4.5 in accordance
with such section. The Managing Participant shall engage an independent
certified public accounting firm, with consent of the Representatives, to conduct
the AUP Report. The AUP Report shall be prepared in accordance with the
accounting procedures to be agreed upon by the Project Director and the
Representatives and shall take into account all Project Costs for Phase 3, each
Pary’s Cost Share of those costs, and any interest acerued.

The Managing Participant shall cause the AUP Report to be completed within
120 Days after it is initiated. As soon as the AUP Report has been completed,
the Project Director shall submit a copy of such AUP Report to the
Representatives for review. The Representatives shall have &0 Days 10 review
the AUP Report and 1o provide comments on same to the Managing Participant.
The Managing Participant shall address the Participants' comments and approve
the AUP Report within 60 Days of the date on which the Participants’ comments
are due unless the Representatives and the Project Director agree otherwise.
Notwithstanding the foregoing, the Project Director and the Representatives may
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2.6

2.7

2.8

9.9

9.10

10.1

agree in writing to vary the aforementioned schedule for completion of the AUP
Report.

9.5.3 In accordance with the AUP Report, the Parties agree to “true-up” the payments
for the Project. Upon the Project Within 60 days of the Director’s approval of
the AUP Report, the Project Director shall issue each Participant either: (i) a
refund, including any accrued interest, if funds deposited by the Participant are
unspent and remaining in the Account; or (ii) a siatement of the amount of funds
that the Participant must pay into the Account before it may receive its Reserved
Capacity stated in the Participation Table (the “True-up Statement™.

TCEQ Requirements. Any Participant may request that the AUP Report meet the
requirements of the TCEQ for audits of developer reimbursement from the proceeds of
bonds issued by districts subject to TCEQ approval. However, the firm conducting the
AUP Report shall separately account for the increased cost of meeting the TCEQ
requirements, and cnly the Participants requesting that the AUP Report meet the TCEQ
requirements shall bear the costs of doing so.

Final Statement. Within 30 Days after a Participant pays or receives any funds owed
under the True-up Statement, the Project Director shall issue a written statement (the
“Final Statement™) declaring that the Participant does not owe and is not owed any
amount under this Agreement, and stating the Participant’s Reserved Capacity based on
its Paid Share.

Paid Share. Regardless of any amount specified elsewhere in this Agreement or in the
Participation Table, no Party shall be entitled to Reserved Capacity above its Paid Share.

Inspection and Review. The Representatives shall have the right during notmal business
hours and with reasonable notice to inspect the Account and the related books and records
of the Managing Participant during the term of this Agreement.

Additional Staff. At the request of the Participants, the Managing Participant will hire
one fuli-time staff-level employee whose duties shall include tracking expenses and
providing accounting for the Project, in addition to other similar duties relating o the
Project and are approved by the Managing Participant. The Parties agree that said
employee shail be a Direct Employee for purposes of Section 9.2, and that 100% of said
employee’s salary and benefits shall be part of the Cost Recovery Amount so long as 100%
of said employee’s time is dedicated to the Project.

ARTICLE X
METERING AND PRESSURE MONITORING

Connection and Meter. Fach Participant shall construct, at its sole cost, water handling
facilitics between the Point(s) of Delivery and the Point(s) of Measurement and set the
water meter(s) at the Point(s) of Measurement under the mutua? approval and inspection of
the Project Director and its Representative. Before any connection, the Participant’s water
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10.2

11.1

1.2

11.3

11.4

system shall be disinfected in accordance with requirements approved by the Director.
Each Participant also agrees to provide an electronic connection accessible at the Point(s)
of Measurement. The Managing Participant shall install, own, maintain, and replace the
meters located at the Participants’ Points of Measurement. The Parties agree that the
Managing Participant may repurpose the meters in use on the Existing Line, or may
purchase ncw meters.

Pressure Monitoring. In-line pressure boosting facilities downstream of the Point(s) of
Delivery are not permitted. Houston shall construct, install and maintain a SCADA system
capable of recording flow, flow rate, and pressure at each Point of Delivery with all data
transmitted to the Plant on a continuous basis. Houston shall refain such data and make
available to all Parties upon request. The Participant shall be provided access to such
pressure data on a continual basis.

ARTICLE X1
MISCELLANEOUS PROVISIONS

Term. This Agreement is effective on the Effective Date and shall remain in effect: () for
each Participant, until the Project Director issues a Final Statement to that Participant; and
(i) for the Managing Participant, nntil the Project Director has issued all Participants a
Final Statement. Upon receiving a Final Statement, the Participant’s obligations under this
Agreement shall be discharged, and the True-up, Paid Share, and Final Statement shall be
cumulative of the Managing Participant’s and the Participant’s remedies under this
Agreement.

Force Majeure.

11.2.1 Timely performance by all Parties is essential to this Agreement. However, no
Party shall be liable for reasonable delays in performing its obligations under this
Agreement to the extent the delay is caused by Force Majeure that directly atfects
the Party. The event of Force Majeure may permit a reasonable delay in
performance but does not excuse a Party’s obligations to complete performance
under this Agreement.

11.2.2 Force Majeure does not entitle a Party to extra payment or inferest.

11.2.3 This relief is not applicable unless the affected Party uses due diligence to continue
performance notwithstanding the Force Majeure and provides the other Parties with
prompl written notice of the cause and its anticipated effect.

Severability. If any part of this Agreement is for any reason found to be unentorceable,
all other parts reinain enforceable unless the result materially prejudices any Party.

Written Amendment. Unless otherwise specified elsewhere in this Agreement, this
Agreement may be amended only by written instrument executed by the Parties’ govemning
bodies.

Page 24 of 39



1.3

I1.6

11.7

11.8

11.9

11.10

11.11

11.12

11.13

11.14

Applicable Laws, This Agreement is subject to the laws of the State of Texas, the local
laws applicable to each Party, the laws of the federal povernment of the United States, and
all rules and regulations of any regulatory body or officer having jurisdiction. Venue for
any litigation relating to this Agreement is Harris County, Texas.

Notices. All notices required or permitted by this Agreement must be in writing and are
deemed delivered on the earlier of the date actually received or the third Day following: {i)
deposit in a United State Postal Service post office or receptacle; (ii) with proper postage
(certified mail, retum receipt requested); and (iii) addressed to the other Party at the address
provided in the 200! Agreement.

Captions. Captions contained in this Agreement are for reference only and have no effect
i construing this Agreement. The captions are not restrictive of the subject matter of any

section in this Agreement.

Non-Waiver. If any Party fails to require another Party to perform a term of this
Agreement, that failure shall not prevent the Party from later enforcing that term and all
other terms. If any Party waives another Party's breach of a term, that waiver shall not
waive a later breach of this Agreement.

Enforcement. The Houston City Attorney, or his or her designee, may enforce all of the
Managing Participant's legal rights and obligations under this Agreement without further
authorization.

Ambiguities. If any term of this Agreement is ambiguous, it shall not be construed for or
against any Party on the basis that the Party did or did not write it.

Survival. Each Party shall remain obligated to the other Parties under all tenms of this
Agreement that expressly or by their nature extend beyond the expiration or termination of
this Agreemenl.

Remedies Cumulative. Unless otherwise specified elsewhere in this Agreement, the
rights and remedies contained in this Agreement are not exclusive, but are cumulative of
all rights and remedies that exist now or in the future. No Party may teminate its duties
under this Agreemnent except in accordance wiih its terms.

Entire Agreement. This Agreement merges the prior negotiations and understandings of
the Parties and embodies the entire agreement of the Parties regarding the Project. No
other agreements, assurances, conditions, covenants (express or implied), or other terms of
any kind exist between the Parties regarding the Project.

Effect on Prior Agreements, This Agreement supersedes and replaces the Qriginal
Agreement. This Agreement does not aller or amend the Plant Agreement except to replace
Exhibit J of the 2007 Amendment with Exhibit A 1o this Agreement, which shall occur
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automatically without further action of the Parties upon final completion of the Project. If
there are any conflicts between the Plant Agreement and this Agreement as they relate to
the Southeast Transmission Line or the Project, this Agreement shall control.

11.15 Agreement for Qperation and Maintenance. The Parties agree to negotiate in good faith
an agreement for operation and maintenance of the Southeast Transmission Line and the
Plant, which agreement will supersede and replace the Plant Agreament, to be effective no
later than the date of substantial completion of the Project.

IN WITNESS WHEREOQF, the Parties have ¢xecuted this Agreement in multiple copies,
each of which is an original. This Agreement is binding only after all Parties have signed this
Agreement. Each person signing this Agreement represents and warrants that he or she is duly
authorized and has legal capacity to execute and deliver this Agreement. Each Party represents
and warrants to the other that the execution and delivery of this Agreement and the perfornance
of such Party’s obligations hereunder have been duly authorized and that this Agreement is a valid
and legal agreement binding on such Party and enforceable in accordance with its tevms.

(Signatures appear on following pages.}
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ATTEST/SEAL: BAYBROOK MUNICIPAL UTILITY
DISTRICT NO. 1

By: By:
Name: Name:
Title: Title:
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ATTEST/SEAL: CITY OF FRIENDSWOOD, TEXAS

By By:
Name: Mame:
Titte: Title:
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ATTEST/SEAL:

City Secretary

APPROVED:

CITY OF HOUSTON, TEXAS

Mayor

COUNTERSIGNED:

Director, Houston Public Works

APPROVED AS TO FORM:

Assistant City Attorney
L.D. File No.

City Controller

DATE COUNTERSIGNED:
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ATTEST/SEAL: CITY OF PASADENA, TEXAS

By: By: .
Name: Mame:
Title: Title:
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ATTEST/SEAL: CITY OF WEBSTER, TEXAS

RBy: By:
Name: MName:
Title: Titte:
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ATTEST/SEAL: CLEAR LAKE CITY WATER AUTHORITY

By:_ By: »
MName: MName:
Title: Title:
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ATTEST/SEAL: GULF COAST WATER AUTHORITY

By:__ By: — e
MName; Name:
Title: Title:
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ATTEST/SEAL: HARRIS COUNTY MUNICIPAL UTILITY
DISTRICT NO. 55

By: By: .
Name: Name:
Title: Title:
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EXHIBIT A
PROJECT MAPS

See attached Project Maps labeled A-1 through A-35, which depict the Southeast Transmission Line
in its entirety and by Segment.
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EXHIBIT B
PARTICIPATION TABLES

See attached Participation Tables labeled B-1 through B-5.
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ExhibitB -1
Scutheast Transmilssion Water Lina Contract Farticlpation Summary

ity of Webater TASK $1.521580
G Coget Wirter Buharity [GOWA) 5054 $15,221574
ity of Friendawood 55N 42,090,559
[Bavtcnck muD 81 A5 1460308
[WE muo ass [ $1,536.000
|Eten Lok Criw Wiater Auithriy (CLOWA] 13.5% 44,18 097
City of Hoaton 1% 53526008
ity of Paadins 0.1%M 546748
Tots J00.0% §42, 143,000

ity of W' ebiler 11% 51,;43,11:
GLN Cratt Water Autharty [GEWAY 5.0% F16 307870
oty oof Frimnclrweoed £ 51, L1107
Bl MU D 0L o $1461,130
HIC ML 155 15% §1,551178
[ Chear Laka Gy Warter Asthority [CLOWA) 139% 4,340,792
Hoty of Hosuslon TR $1041 530
Totsd Lo $IL371L,000
e ]G SOS0-TAS {Cantr ot £
4N 0 L 1 d ) A I 1
(i =ro = T - 1 LE
R i R RN
oty of Wsbstar 0.7 $2,7534713
[5ul Coart 'Water uthouity {GOWAL was $19,878 497
ity of Frbend tiaroed L% 5762, 151
By oo MWE ¥ 1i% S5, [
HE MO 255 136% LE0E 312
fokear Laa Gty Water Avthority [CLOWA) zan §715550
[City of Houston 188 4585581
Total 100.0% $15, 754,000

Gty of Hesten 31.9% 45,677,084
ity of Webtter £2% 1,770,713
|erytiroch MUB L i3 45,067,543
HC MUD 855 19.4% 45528558
ity of Friendtwned FLE 57,501,001

Total S00.0% $28, 545,000

B prg Rase Pare prrrertapes calosited e w peroer e o wich parieseant’s Gl of the 1ot project cest Pro Arts dhary parobarig aaledated toben decmats
on choen on bible

O bl o for bhe Smgrvent, bechuede Englnnering Contd, Eeal ERICE GO, ConStuction Comn. and Comtar parea, ancept poy of sch earla that are ioumed
vl sheek ko thee Geraefit of ona Farty mrad weth that Pury's prioe artien appal,

Tatal Praject Cost'™ [Contracts A + B + C + B} $117,611,000
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ExhibitB-2
Southeast Trangmission Water Una Contract Participation Table
WS No. 5-000900-0143 {CONTRACT A}

20,800 LF of S4-Inch Wiatsr Line along Exsements from Grayson Strest to HEFED Channel No. B-104-05-00

ity of Wabstw 5.E3 1% 576,892

Gt Coasl Water Autherity [GEWA) PR £9.5% L1 T80.000
Cy of Haendhwnod 44 EA% 5230, 144
Bavbrcol MG 71 117 4.5% S161,820
HE MU S5 155 4% 5168,0137
Chaar Late CHy Wiater dutherity [[LOWA) 1500 13.2% SATLETR
ity of Mouston 560 3. 456,691
oty of Frsachera 1.0 1.3% 56, 148

Total 75568 et $3,556 000

S

- 15

oty of Wizt T

Gt Comst Wiraber Authority (G arsy 50.3% L1367 854
ity of Friendowsad 4K 65X fosA00s
Baybrock ML 23 137 4.5% SEEQAGS
HC RELAD 855 35E L7 897,157
Chaar Labe Clty Wister Authortty [OLOWA) 10.00 1A% $1.965,718
City of Haurten 60 11.5%% $1BE5 595
Totsl 745D 100 7% —HLaeT7.00

Oy of Wekrater

G Coet Wtnr Autharity HECWA) N5 707,000
City of Sriendramond FE TR X 3915420
By ook MUD FL 337 A4.5% 538,000
HE heuh 255 ass 133% $669,971
Chaar Laka Chey Water Autherity |CLOWA) 16.00 13.61% SLE T
Oy of Houston 14D 1141 51,595,341
Total 1349 100, 0% 513 KF0.000

Oty of Yiiekrt Lex EN 1% 52511529

GAF Coact Water Authority [GOWa) S 5% $16,271574
City of Friemd sepnd 5.5% 43,050,559
Buytwce ML EL 5% 51,480,305
HE ML 455 A2% 51,536,090
Cear Lake Gy 'Water Authority (CLEWA) 13.5% 4,200,097
iy of Hourton 12 55,008 DIA
City of Friadera 015 56, 743
Total 100.0% $33, 14,000

A The cpacy 1 Faricewnt has i i Sagmiet.

B rerrat of thae woas cada ey kich Rafticlpe by in the Sepmoet Yol hpactty Tor B segrrena 2 hased on hplca e medafing pastertvid i el o
Chit Faidn vy Stdy Wi et

'™ Profect rocts for the Sspment, Inchedad Engnsring Copd, kel Eate Govls, Dormredhon Costs, 3 Conbingereies, eanemt ary of Guch OO 1R ik
WNOAT i ich bty B Ch Eeille of orw Barty and adth Bhal Farty's pric emthen spproval

¥ e P Shad e peroer s Ut b ol of dach pirticiannd's cesl o Eha 1kl oot tost Proosabe Shace permestages cobtulzed ro one
ceckmiah ot showr on Labie

B Thar cum of Thi Eoml g Participa o by n gl the saprments that cormit 48 Th AESRTIE ContadT.
FoomiErpct & = Saprentl + I+ 3]
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fehibitd -3
South=ast Transmisslon Water Una Contract Partlclpation Table
WES Mo, S-000900-0144 {CONTRALT E)

16,100 LF of 54-inch Water LUns along Easements from HCFCD Channsd Mo, B-104-05-00 to Clear Lake Chy Pump Statien Ne. 3

AT Vareae B J (3 H L Ehaaresed s B- 1068005080 b AL L

Ciy of Witates LN E] A%
Ja0 Coart Watw Authority [GOWA) 1758 £1.0%
oty of Friendswosd A 6.6%
Tiwgbrock MU 9 Py LEX
HE MUD 955 355 an%
dear Lake CHy Wetar Authority [CLOWA 100 136%
Sty of Houston T 114%

Tous 1348 100.0%

ey of Webiter 5K 12% §3,127,522
Faulf Coast Waker Aarthorty (GOWA) 3750 £1.5% $7.219,275
Gty of Frhendraead £ 54 1% 905 DER

|Barvbroct MU #1 a7 7% S5A8, 57
HE MUD #35 188 50% SEN550
s Lk Dty Water Aurthoity ([CLEWAY 1000 14.0%. S1L5I5,140
Gty of Houston 43 1753 51,210,088

Tt [ TET] 1000 31,751,000

[hoér il Hiwt b

s I IO oo g

[
et ik

ity of Wekister 523

|Gl st Wratm Austhariby {GOAR) 750

iy of Friendrmocd 434

Ry Biraak MUD a1 aay % [EF2E L

HC MUD 855 155 5.0% 3500

e Laka City Wiatwr Aythoriby (CLOWA) 1040 14.0% 29654 G600

Oty of Hiomlaton 53 B.EX 606 310
Toudl| R AD0.% $5.990,000

. R ] . ) EE: : LTS
oty o W ebater 53 11% 580205
15l Coast Water Authoriby (SO} 751 5% 53,714,575
ity of Frindramed YT 6% [FLTH ST
|Riybrook MWD ¥l 347 A4TH 5331501
HE MU XSS 355 5.0% S354,1%0
Chear Lake Coty Water Authority (CLOWA) 10400 1457 4571, 620
Tty of Houston 53 4% 5623,
Tound| L33 10004 57,083 00

B Tha capusity ¥ Pt pan s i Ehie Sogmaves

A Pl of the Tots| cagucity dhzh PAPLEGINT il 1 the Snpmand Total cap-acity far B segroant by b <o dredee e moselig piformed a0 part of thee $easidety
sy brpart

ﬂm?;- Eemis Rt L ShgmaE, incedes Ergrerng Cocls, Besl Extrie Dov, Coratnatlon Goyis, prd Corsingarein, £x0apt 3 o och oo that ae raumed
aachrihidy fer thi BamE of one Fany and veth chad Farsy's prar witklen appeuel

M b kana Shant perrencares mkouvtated v p peroemtape of auch et ' e of O bacal profin] Lot Pro Fria ST paroectapm cHnd el B cen ddsma's net
S O L

B Thoe waw of che cor 4 Fartisleart fun b gl B paprames B 4T ot o0 whil (SELrthE Contraol
Moorirmct Bow Segruecdn [HL 4 5, 8) 4 rber i {2]]
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ExhibitE- 3

Southaact Transmisslon Water Line Contrict Farticlpation Table

WES No. 5-000900-0144 [CONTRACT B}

16,100 LF of S4-inch Water Line along Easements from HCFCD Channal Na. B-104-05-00 to Cledr Eaka Gty Pump Station Mo 3

-

O

i L

oz e F T

I

Eity of Wiekster 11K L5443
Gl Coat 'Wirtar Authority HGCWA] 52.0m £14,307.970
Crty of Frierdmoad 6% $£2.152,0M4
BaryBrook MUDIL 41N 1461, 10
HE HUD #T2 Lr ] 1,551,074
Clear Lok Oby Woaler Authariby [CLOWA] 13.5% 543145, 797
City of Houstan TN $3.041.550

Total 100.0% $31371,000

07 The ooty 4 Fariichas i . tha

T2 frenver of th tota] capachy asch Purtifant hat in Th Sigrignt Totsl epacty for the segroend B tused on Inydeulc mcealing pekormd & pan oF the Epndaity

Studhy Faport
™ Project ot for he Seprmel, incluees Englvarng Coct, Ld BRI Covn Conptruction Costs, i Cortingencies, encet amy of S easks thay ark istred

enchestvely Jor b banehitof et Pary el wlth ehid #31Trs oo’ writien aeoroval
M P Bats Shar p

sheymty ah bybdy
H Th e & e covt 1 Farticpast b in ol the mrpmests Bk seeimt s Fhy Nt hol Contr.

BCantract B » fagrepsts 10, A, 5, K|+ iberconneect [17]

104572018
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Exhibit g4
Sautheast Transmission Water Ling Contract Partlcipation Table
WES No. 5-000900-0145 [CONTRACT €}

9,600 LF of 4B/42116-inch Water tine along Essements and Highway 3 from Clear Lake City Pump Statlon No. 3 ta Magnolia
Avenye and Abandonment of the 42-inch Water Line along Old Galveston Rcad

ity of Webster 92 9% 521350
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£xhibitB- 5
Southeast Transmission Water Ung Contract Participation Takle
W25 No. 5-000900-0146 {CONTRALT O

12,800 LF of 3%-Inch Watar Una south of Bay Area Boulevard, paraltel to HCFCD Easement Unlt A-111-00-00
ard niong W. Madica? Canter SBouleverd from Highway 3 to Beamer Road and Abandonment of
tha 24-Inch water ling zlong Bay Area Boulavard

ity of Webater 180 5N 512,356
|perbrocMUD L aay 1Lm 51,743,581
HC MUD 155 15 15.6% $LA32.658
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Exhibit B+ 5
$cutheast Transmisslon Water Line Contraat Partldipation Table
WES Ha. 5-000900-0145 (CONTRACT D}

12,800 LF of 36-Inch Watar Una south of Bay Area Boulevard, paraiel to HOFCOD Easement Linft A-113-00-00
and aleng W. MadlcaT Center Boulevard from Highway 3 to Beamer koad and Abzndonment of
the 24-inch watar lina along Bay Area Boulevard
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EXHIBIT C
PROJECT BUDGET

See attached.
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EXHIBIT D
PROJECT SCHEDULE

See attached.
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EXHIBITE
CASH CALL SCHEDLE

See attached.
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Exhibit E
Southeast Transntission \Water Line Contract Amendment Project Cash Calf Schedule

o Pardcinans I Frim ' Y37 T

Mulice of Ungaming Cash Call Dare ra ) 1019703 0104171

gl Hhrnig 217020 pAUTEN | 2FLEfA0N2

Fash (=i Dua are Af273HA SR G SI1FFA 3102
Baybrock MUD 1 1,512, 725,00 . 1,110,414.00 1,213,848 00 3,646,575.00 7.52%,164 00
tirg of Friendswood 2,512,070.0 - 1,605,118.00 1,744 6£5.00 £.612,856.00 1247479500
Ciry of Housten 3,453, 184.00 - 2,311,4B3.00 4,264,070.00 B,203,545.00 17,232,636.00
Crty of Pasadena 7.507.00 . - 38 £45.00 - 45, TAT.R
ity of Wabster L272,813.00 . 1,538,650.00 2,095,328 00 3,639,250.00 8.604,051.00
Clear Lake City Water Autharity (CLOWA} 1.600,771.00 . 2,304 564.00 3,507 257,00 500,416.00 §.403,438.00
G Coast Water Authority [GCWA) 10,084,562.00 . 12,393,626, 13 479,407.00 16,308,443.00 52,406,039.00
HE BIU0 55 1,827,954 £G - 1,176,351.00 1,276.422.00 4§24 25700 9,122,128.00
Tatal 5 231E0791.00 5 - § TEALNIZO0 5 JETOSA0SAY 4 4408143200 4 117 E13.000.00

"1* The dates and amounts are mérely esdmates and the Pragss Director may update the schadule In accardares with Sechion .1
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AMENDMENT
TO
COST SHARING AGREEMENT
SOUTHEAST WATER PURIFICATION PLANT
(RESTATED AND AMENDED)

THIS AMENDMENT TO THE COST SHARING AGREEMENT SOUTHEAST
WATER PURIFICATION PLANT (RESTATED AND AMENDED) is made on the date of
countersignature shown below by and between the CITY OF HOUSTON (herein "Managing
Participant”) and THE GULF COAST WATER AUTHORITY, THE CLEAR LAKE CITY
WATER AUTHORITY, THE CITY OF NASSAU BAY, THE CLEAR BROOK CITY
MUNICIPAL UTLILITY DISTRICT, THE LAPORTE AREA WATER AUTHORITY,
HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 55, THE CITY OF
PASADENA, THE CITY OF SOUTH HOUSTON, THE CITY OF WEBSTER, THE

CITY OF FRIENDSWQOD and BAYBROOK MUNICIPAL UTILITY DISTRICT NO. 1

(herein "Participants™).
RECITALS

WHEREAS, the Paricipants and the Managing Participant entered into various
Contracts for cost sharing in the construction and operation of the Southeast Water Purification
Plant (“Plant™), which had the initial production capacity of 80 million gallons of water per day

{(MGD) during 1986-87; and

HABEWHSHTHE DOC 1 01042006



WHEREAS, the Participants and the Managing Participant entered into the Cost Sharing
Agreement, Southeast Water Purification Plant (Restzted and Amended) (hersin "Restated
Agreement”) on or about June 22, 2001 to ircrease the production capacity of the Plant to 120
MGD:; and

WHEREAS, the Participants and the Managing Participant have agreed to share in the
cost of a new modification of the Plant to increase its production capacity to 200 MGD and add
certain enhancements to the Plant; and

WHEREAS, the Participants have reviewed and spproved the scope of the Project
described herein;

NOW, THEREFORE, the parties agree as follows:

ARTICLE L,
DEFINITIONS

All definitions in¢luded in the Restated Agreement shall apply unless the context requires
otherwise or in case the term is otherwise defined in this Amendment.

200 MGD Project” includes certain improvements (o the Plant that will increase its
Production Capacity to 200 MGD and the Plant's Pumping Capacity to 255 MGD. The “200
MGD Project” also includes certain upgrades for the Plant’s existing facilities that will benefit
the Participants. A summary of these improvements and estimated costs is attached as Exhibits

"C1” and “D1” hereto. The 200 MGD Project is an “Other Project™ as defined in Section 3.7 of

the Restated A greement.
“200 MGD Project Cost™ includes:

B. Costs for facililies to increase the religble capacity of the Plant from 120 MGD o

200 MGD 1o benefit onty the Participants sharing in the increased 80 MGD

HAEWESOUTHE DO 2 S11912006



capacily of the Plant, including engineening, testing, construction, equipment,
legal services, contractor claims expenses, comsliiction management, cost of
services performed by the Managing Paricipant's employees, and auditing
expenses. (Reference Exhibit C1 *Fim 200 MGD” Columns, her¢in these
expenses are “Firm 200 MGD Eapenses”).

b. Costs for the upgrades to the facilities built to enhance the operation of the Piant
for the benefit of all Participanis, including engineering, testing, constniction,
equipment, legal services, contractor claims expenses, construction management,
cost of services performed by Managing Participant's employees and auditing
expenses. (Reference Exhibit C1 columns labeled “Enhancements (existing 120
MGD capacity only)”, herein those expenses are “Enhancement Expenses”).

C. Cost for the additiona) 535 MGD high service pump station to benefit only the
Participents sharing in the increased 80 MGD capacity of the Plant, including
engineering, testing, construction, equipment, legal services, contractor claims
expenses, construction management, cost of services performed by Managing
Participant's employees and suditing expenses. Reference Exhibit D1, column
“High Service Treated Water Pumping” with rows labeted “Cost per Gallon New
Pump Jess Old Pump”, “Incremental Cost-Criginal Capacity” and “Purchase of
Original Capacity” with details shown in Exhibit D2, columns labeled “200 MGD
Costs Purchased Capacity” and *Increased $7, herein these expenses are “Pump

Station Expenses'}.
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Costs that are borne in common by paragraphs z, b and c, such as engineering and auditing
expenses, will be apportioned among paragraphs 2, b and ¢ based on actusl constructon costs for
work describe in paragraphs a, b and ¢.

“Plant Recoupment Cost” means certain unrecovered and redistributed capital costs for
the Managing Participant’s initial consiruction of the Plant as shown on Exhibit C1, row labeled
“Additional Capital Allocations Recoupment” and columns labeled “Existing Facilities,” and
Exhibit C2, Treatment Plant (SEWPP), column labeled “Recoupment Increased 37 hersto, ‘The
Managing Participant affirms that Plant Recoupment Costs required under this Amendment are
based on the accounting for the prior capital costs for the Plant and are final for the Demand
Allccation of each Participant as shown on the Participant Exhibits I,

“Pumping and Distribution Recoupment Cost™ includes:

a. Unrecovered capital costs for additional capacity in the Treated Water Pumping

Facilities and the Treated Water Transmission Facilities are as shown on Exhibits
“DY” and “D2.” The Treated Water Transmission Facility additiona) capacity
capital costs are shown on Exhibit D1 in rows labeled as follows, with the
capacity purchased specific to the area of service:

“Cast per Gallon - Existing Pipeline (96" C to D and Beamer)” and C to I
portion shown separately on Exhibit D2 in columns labeled “Balance of
Distribution ¥ (C fo D) and New Allocalion %"

“Purchase of Original Capacity (Dist. “B to C”)" and detail shown on

Exhibit D2 in column labeted “Jun-00 Allocation $ (B te ).
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The Treated Water Pumping Facility additionat capacity capital costs are shown
on Exhibit D1 in row labeled as “Purchase of Original Capacity (Dist. “B to C)”
and further detailed on Exhibit D2 in column labeled “200 mgd costs Purchased
Capacity”,
b. Unrecovered capital costs for the Managing Paricipant’s mitia] construction of
the Treated Water Pumping Facilities as shown in Exhibit Dlcolumn labeled
“High Service Treated Water Pumping” and row labeled “Incremental Cost-
Original Capacity” with details shown in Exhibit D2 High Service Treated Water
Pumping, column labeled “Increased 37,
C. Unrecovered capital costs for construction of the Beamer Road transmission line
as shown on Exhibit “D1".
The Managing Participant affirms that Plant Recoupment Costs and the Pumping and
ﬁisu-ibution Recoupment Costs required under this Amendment are based on the accounting for
the prior capital costs for the Plant and constitute all of the remaining unsecovered costs for the
Plant and that there are no further unrecovered costs to be recovered from: any of the Participants
in the future other than those costs in Exhibit C2 in the column labeled “Balance of SEWFP” for
treatment plant costs, those costs in Exhibit D2 in the column labeled “Balance of HS PS” for
pamping costs, and any additional capacity purchased for distribution for the ﬁmount shown on
Exhibit D2 (B to C atlocation is $.04660/gallon and C to I alecation is $0.0570/galton).
ARTICLEIL
PAYMENT
Participants agree to make payment to the Managing Participant in the amounts shown on

Exhibit II, except payment for the 200 MGD Project Cost shall be based on the bid cost of the
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200 MGD Project plus a five percent construction contingency of the bid ¢ost plus other non-
construction cost items included in the definition of “200 MGD Project Cost.” After bids for the
200 MGD Project are opened and read, the Managing Participant shall provide each Participant
an accounting and invoice for the payment, which shall be due within 90 days of the
Participant's receipt of such accounting. A summary of the investment dollars and Demand
Allocation purchased per Particjpant is shown on Exhibit “F*'. Payments for Plant Racoupment
Costs and Purnping and Distribution Recoupment Costs are firm as shown in Exhibit II.  The
Managing Participant shall use diligent efforts te obtain bids for construction of the 200 MGD
Project after execution of this Amendment by all Participants. At such time as the Managing
Participant has secured sufficient financing for the 200 MGD Project from the Participants, it
will award the construction contract and complete the 200 MGD Project, If the Managing
Participant does not timely receive the funds necessary to construct the 200 MGD Project and the
P:mjact is canceled, then the Managing Participant shall promptly refund all funds paid by the
Participants to the Managing Participant for the 206G MGD Project Costs, plus  interest thereon
compounded quarterly at the Interest Rate.
ARTICLE IIL.
CONSTRUCTION

During all werking houss of the construction period, a Participant Director and anyone
authonzed by such Director shall have access to the Plant premises and may inspect or review
the Plant and all engineering specifications and documents related to the Plant. The Managing
Participani shall present any change order(s} in the design, specifications or constraction of the
200 MGD Project that exceed(s), cumulatively, the five percent construction contingency to the

Operating Advisory Committes for prior written approval. Failure to do so will result in the
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change order not being inclided in the 200 MG} Project unless and until written approval is
received from the Participants. Change orders caused wnder Force Majeure or acts of terror shal}
be excluded from this provision.

ARTICLEIV.

MANAGEMENT AND ACCOUNTING
FOR 200 MGD PROJECT COST

Each Participant's contribution for the 200 MGD Project Cost shall be kept by the
Managing Participant in an account with interest accruing to the benefit of each Participant at the
Interest Rate until it is spent for the 200 MGD Project Costs. Funds from the account may be
spent by the Managing Participant only for 200 MGD Project Costs.

Within 90 days of the formal acceptance of the completed construction of the 200 MGD
Project by the Managing Participant City Coungil, the Managing Participant Director shall cause
an accounting to be made of the 200 MGD Project Cost. A copy of the accounting shall be
delivered to each Participant within ten days after its completion. Additionally, within 30 days
after completion of the accounting, the Managing Participant shall engape an independent
cerlified public accounting firm from a selection of no more than three prequaiified firms
selected by the Operating Advisory Committee to audit the Managing Participant’s accounting.
As soon as the firm has completed the audit, the Managing Participant shall submit the audit to
all Participants.

The audit scope must be approved by the Operating Advisory Committee and, at a
minimum, shail state the difference between the estimated 200 MGD Project Cost paid by each
Participant, and each Participant’s actual share of the 200 MGD Project Cost and must be in
accordance with good accounting practices and principles. If a Participant’s share of the 200

MGD Project Cost, as determined by the audit, is less than the share payd by the Participant of
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the 200 MGD Project Cost, resuling in an overpayment by the Participant of its share, the
Managing Participant shall refund such difference with interest accrued, at the Interest Rate
compounded quarterly from the date deposited to the date of payment, to such Participant within
90 days of the date of the receipt of the audit, If a Participant’s share of the 200 MGD Project
Cost, as determined by the audit, s more than the share of the 200 MGD Project Cost paid by the
Participant, resulting in an underpayment by such Participant of its share, the Participant shall
pay such difference, with interest determined at the Interest Rate compounded guarterly from the
date payment is required to the date of payment, to the Managing Participant within 90 days of
the date of the receipt of the audit by the Participant. Any of the Participants who disagree with
the audit shall have the right to pay any amounts under protest and seek refunds, plus reasonable
attorneys fees and court cosis, in a ¢court of appropriate jurisdiction or pursue any other available
rernedy 4t law or in equity.

; If the Participant does not pay its underpayment within such 90 day period, the Managing
Participant shalt pay same and the Participant’s Demand Allocation Factor shall be reduced, and
the Managing Perticipant’s Demand Allocation Factor shall be increased, to reflect the
percentage deficit of the payment. The reduction in the Demand Allocation Factor shall be
determined by dividing the amount owed by the amount previcusly paid, with the resulting
percantage used to reduce the existing Demand AHocation Factor,

ARTICLEY,
SUBSTANTIAL COMPLETION
When the Managing Participant Director gives the construction contractor notice of

Substantial Completion for the 200 MGD Project, the Managing Participant shall notify each
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Participant Director within ten business days thereafler and designate a day for the initial

operation of Plant at 200 MGD firm capacily.

ARTICLE VI
ACCESS TO PLANT AND RECORDS
The Managing Participant shall provide the Participants full access to the Plant and to the
books and records of the Plant, including the 200 MGD Project, during all regular warking
houss, including all engineering reports, design specifications, change orders, correspondence,
plant accounts, construction plan accounts or any other written document or instruction
associated with or pertaining to the construction of the Plant and the 200 MGD Project.
ARTICLE VII.

UNTREATED WATER COSTS; CERTAIN AMENDMENTS
REGARDING ANNUAL O&M BUDGET

A. Participants that have increased their Demand Allocation {City of Friendswood, Clear
Brook City Municipal Utitity District, City of Pasadena, and Gulf Coast Water Authonty} may
pay the Managing Participant’s standard contract rates for untreated water currently described in
the City of Houston Code of Ordinances Section 47-85 23 amended from time to time for “Other
Project Water” praduced by the 200 MGD Project (an “Other Project™ is defined in Section 3.7
of the Restated Agreement). “Other Project Water” shall include all gallons in excess of 6022.5
million gallons per year taken by the Gulf Coast Water Authonly, and all gallons in excess of
547.5 million gellons per year taken by the Clear Brook City Municipal Utility Disirict, all
gallons in excess of 8,577.5 million gallons per year taken by the City of Pasadena and all

gallons jn excess of 2,190 million gallons per year taken by the City of Friendswood. Payment
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of the Managing Participant’s stendard contract rates for untreated water shall be referenced
herein as the "Other Projects Untreated Water Payment”'.

Alternatively, each Participant that has increased its Demand AHocation may elect to pay
an Existing Capital Charge, New Debt Service Expenses, and Untreated O&M Expenses (as
explained below), in lieu of making Other Projects Untreated Water Payments. Such payments
shall be referenced herein as “Other Projects Altemative Untreated Water Payments”. Each
Panticipant that will be increasing its Demand Allocation must give the Managing Participant
notice of its payment election in writing by the Participant within 2 months of the effective date
of this Amendment. In the event no election is made by the Participant, the provisions for the
Other Projects Altemative Untreated Water Payments shall apply.

Payments for the Participants that have increased their Demand Allocations and certain
changes to their O&M Expense (Section 4.3 and Exhibits E” and “E" Pasadena) are as follows:

OTHER PROJECTS ALTERNATIVE UNTREATED WATER PAYMENTS

One Time Raw Water Capital Cost Payment

Existing Capital: (AT, x C)
Contrlbution

(To be paid 60 days after notice from the Managing
Participant for the first detivery of water from the Plant
expansicn,)

Changes made to O&M Expenses under Restated Agreement

New Debt
Service Expenses: (AyD) x E)

(for fiscal year)
{Te be paid monthly for debt issued for new untreated

water facilities.}

Untreated Water  Same as provided in the Restated Agreement except
0 & M Expense: delete the "(A/E x D) x {1 + H)’ term and the '(I X F}' term
but add the term “{A/D, x BY
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{To be paid monthly beginning 30 days after delivery of
water beginning cn the date the Plant expansion beging
delivery of water.}
These New Debt Service Expenses and Untreated Water O & M Expense shall be paid and
administered in accordance with procedures applicable to © & M Expense as provided in the
Restated Agreement.
OTHER PROJECTS UNTREATED WATER PAYMENTS
For Participants who have selected the Cther Projects Untreated Water Payments, O&M
Expenses under the Restated Agreement shall be charged for the Other Projects Water they take
by deleting the '(A/E x D} x (I + HY' term and the '(I x F)' term, but add the term ‘(A X R)'
where R is the Managing Participants contract rate for untreated water.
As used herein:

“A," is the amount of ueated water taken by a Participant during a fiscal year in excess of
its Demand Allocation under the Restated Agreement.

"A," is 3,650 million gallons for the Gulf Coast Water Autherity, 365 miliion gallons per
year for the Clear Brook City Municipal Utility District, 6,022.5 miilion gallons per year for the
City of Pasadena and 2,190 million gallons per year for the City of Friendswood.

“B" means all costs and expenses incurred by the Managing Participant {whether
incurred by the Managing Participant through its own staff or by indepeadent contractors) for the
maintenance and operation of the untreated water facilittes during the fiscal year, including, (i)
chemicals, labor, power, testing, permits, insurance, and other related costs, necessary for the
efficient maintenance and operation of the untreated water facilities as required under the
Restated Agreement and all applicable regulatory requirements and the preparation of costs of

the annual audit; (i) necessary repairs and replacements to the intreated water facilities; and (iii)
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improvements and betterments to maintain the untreated water facilities in proper operation and
to comply with Restated Agreement and all zpplicable regulatory requirements. No cost to the
Managing Participant's government not directly related to the maintenance and operation of the
Untreated Water Faciities shall be included in factor “B™.

“C" is the outstanding debt for all existing untreated water facilities listed in Exhibit letter
“T" adjusted for the calendar year preceding subslantial completion, but excluding any debt
payments for existing untreated water facilities for which Participant has paid a capital
contribution.

‘D" is the total amount of surface water sold o the Managing Participant's water
customers during the fiscal year, As defined herein, I; includes such raw water received at the
Managing Participant water treatment plants as well as the billable guantity {including take-or-
pay amounts as applicable) taken by the Managing Participant’s untreated water cusiomers, but

excludes line loss by evaporation, leakage, elc.

“D;" is the total amount of surface water sold to the Managing Participant's water
customers during the Managing Participant's calendar year preceding substantial completion of
the 200 MGD Project. As defined herein, D3 includes the unireated water received at the
Managing Farticipant’s water treatment plants as well as the billable quantity (including take-or-
pay amounts as applicable) taken by the Managing Participant’'s raw water customers, but

excludes line loss by evaporation, leakage, stc.,

“E" is the annual debt service paid by the Managing Participant for ail new untreated
water facilities for each fiscal year. As used herein “new unitreated water facilities "means

untreated water faciiities such as reservoirs, canais, pipelines and water rights thal convey or
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store untreated water but are not listed in Exhibit “T* as well as improvements, repairs, or
expenses for jtems listed on Exhibit “I'" for which the Managing Participant issues new debt.
B. Section 3.4 of the Restated Agreement is amended to read as follows:

341 The Managing Participant shall submit for review to all Participants, not later than
60 days prior to the beginning of the Managing Participant’s fiscal year, an estimated Annual
Budget consisting of various deparimental components that constitute the O&M expenditures.
The components are described in greater detail in Exhibits "E”, "E Pasadena™ and "E LaPorte
Area Water Authority” (see Restated Agreement). The estimated Plant production will also be
provided, along with the breakdown of the production per Participant. The estimated Annual
Budget and the estimated Plant production will be used to calculate the annual estimated cost per
thousand gatlons for the ensuing fiscal year. The final Annual Budget wilt be submitted to the
Participants when the Managing Participant’s City Council approves its yearly budget.

342 A majorty of Participants by weighted vote may object to any specific item of the
Annual O&M Budget. However, if such item is necessazy for regulatory compliance, health,
safety or security, it shall be excluded from this provision and the Participants shall continue 10
make payments for such item as provided by the Annual O&M Budget presented by the
Managing Participant {or such amended Budget acceptable to the Managing Participant and the
majority of the Participants by weighted vote). If such item is not necessary for regulatory
compliance, health, safety or security, the payment made for such item shall be the amount the
Participanls by majority weighted vote decide and shall continue while the Participants pursue

dispute resolution procedures as desceibed herein,
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34.3 Dunng the first month after the objection to items of the Annual Q&M Budget,
the Participants shall pursue the dispute resolution procedures found in Section 5.15 of the
Restated Contract.

344 If the Participants are still at an impasse one month afier the vote objecting to
item of the Annual O&M Budget, the Managing Participant shall procure a mediator acceptable
to a majority of the Participants by weighted vote. If the Participants reach no agreement after
mediation, then the amounts established above shall continue for the remainder of the Budget
year unless amended by the majority of Participants by weighted vote, including the Managing
Participant. Al Participants shall make payment to the mediator as an Q&M Expense.

345 As used herein “'weighted vote” means a system of voting under which each
Participant’s vote is weighted in proportion to the amount of water it has taken in the prior 12
months under the Restated Agreement. Thus, for example, if A has taken 10% of al} the water
taken under the Restated Agreement, A is entitled to 10% of the voting strength. Fnr voting
purposes, no Participant's shall count for more than 49% regardless of the amount of water
taken.

ARTICLE VIIL
COSTS FOR WATER LINE UPGRADE OR REPLACEMENT

It is anticipated that it will be necessary to replace one or more water lines joining the
Treated Water Transmission Facilities to the points of delivery of many of the Participants due to
an order of the Texas Department of Transportation that some of such facilities be removed from
State right-of-way or easement or other upgradefreplacement of the lines. Costs for any such
replacements, including the cost of real estate and right-of-way are the responsibility of the

Participants using the affected water line, and the Managing Participant shall charge the
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Participants for their share of costs of such facility based on each Participant's Distribution
Allocation in such facility. Distribution Allocations under this Amendment for two of the lines
are shown on Exhibit “G". Distribution Allocations for the Beamer Rd., the existing 42,” the
existing 24," and the 48" transmission lines are shown on Exhibit “I". The Managing Participant
shall be responsible for constructing the replacement facility when it has secured adequate
funding from the Pariicipants.
ARTICLE IX.
INSURANCE
Section 5.1.4 of the Restated Agreement is deleted.
ARTICLE X.
ENTIRE AGREEMENT
The Resiated Agreement and the Amendment are the eatire agreement of the parties. In
the event of any irreconcilable conflict between a provision of the Restated Agreement and this
Amendment, the provision of this Amendment shall prevail to the extent of conflict only.

The partiss have executed this Amendment in multiple copies, each of which is an

original.
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ATTEST/SEAL; CITY OF NASSAU BAY

" Name: }%, P P

Name:
Fitle: . Title: iOHN D. KENNED
ﬁ? CITY MANAGER
CITY OF NASSAL Y
HIEWRSDUTHE DO la
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GULF COAST WATER AUTHORITY

By: lﬂu—/]

Name: §, ¥, Latimer

ATTEST/SEAL:

Nae: John W. Knust

Title: Board Secretary-Treasurer Title: Board [President
LT
x\"‘ WATER ),
,.r
.~:- 2
By nE
= o
'-fi?ﬁ {-"s
'::3 =
. w, Q-
-'?'/ e PPN
4 *
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ATTESTSEAL: CLEAR LAKE CITY WATER
AUTHORITY

Name:
Title:

By: o> %Z_eré/ k’j F’Zé*‘{’g’(
J 7

HAEWBSOUTHE DOC 18 9/19/2006



ATTEST/SEAL:

By:
N_ame: Wlf ‘fm L
Title: Sac, c'h"f

1R 4L P AT T T e

CLEAR BROOK CITY MUNICIPAL
UTILITY DISTRICT

Name: JfH %’d?
Titl: Pres




ATTEST/SEAL.: ' THE LAPORTE AREA WATER

AUTHORITY
By: AL By:
MNarne: Steve Valerius Name: Chester Pool
Title: President Title: Secretary
CITY OF LAPORTE

N *‘@WL—'FE#—— v Sl 1
Name: Altgn : Name: Martha A, Gillett

Title: Mayor Title: City Secretary

APPROVED AS TO FORM:

By /ﬂwﬁ/@za;

Mame: Knox W, Askins
Title: City Attorney

HARWRSO THE.DOC 20 0F 1 Q42000



ATTEST/SEAL: ' HARRIS COUNTY MUNICIPAL

UTILITY DISTRICT NO. 5%
S ‘
By, (B P By: ﬁ%w
Name: Name:
Title: Title:
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ATTESTSEAL:

T / /': e
F e -
By: f/\'{/ﬁ -~ / l’\% s /

Name: Lipa Eorice
Tisle: CIT}' DECRE TA Ry
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THE CITY OF PASADENA

“W
N T Tl Manisoz

Title:  mayen

2006



ATTEST/SEAL; THE CITY OF SOUTH HOUSTON

By:

Na

Title: City Secretary Titley/ Mayor

Date: (8/10/20607 Authorized: (08/08/2007
Date Executed: 08/10/2007

NOTE: This Agreement is executed on the condition that the City of South Houston shall
have 5.5 years (66 months), interest free, to pay the $261,000.00 detailed in Exhibits
No. I & 1I.
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ATTEST/SEAL: Tl“llli.'r CITY OF WEBSTER

p /
By: - ; By: .
Name: O 1ot )JVe SEHLALE- Name® Dewp ¥ 42 5 LuSee
Title: Cots S er:‘_ Titie: A1 A0

J
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ATTEST/SEAL: THE CITY OF RIENDSWOOD

B?mm @1475\
avid J.H

Deloris McKenzie, CMC . Smith
City Secretary Mayor
Dater  11/21/06 Date; 11/21/06
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ATTEST/SEAL: BAYBROOK MUNICIPAL UTILITY
BISTRICT NO. 1

By: | et (e By O (L. oL

Name: To4uid Rivgaa Name: 0AViH A. Corff Al
Title: SEcRETALY Title: FPREsSI1OEANT
MHH By
\“‘E:::L g
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ATTEST/SEAL: CITY OF HOUSTON, TEXAS

(30 Lol

City Secretary Mayor
APPROVED: COUNTERSIGNED BY: C :ﬁ:

&l q:. Mi‘: ﬂ""/é"?"}—- OA'AN“_ ) .
Director, Public Works and Engineering City Cuntrol!cm /& W,

Department
APPROVED AS TO FORM: DATE COUNTERSIGNED:

7 .
%&M g;é//_‘ L R7-27 _

Assistant City Attomey

LD.File No.O8p U85 0005 -0 +uif
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ADDENDUM TO OFPERATIONS AND MAINTENANCE
FOR THE SOUTHEAST WATER PURIFICATION PLANT

A, Operation and Maintenance Sey-vices by Managing Particlpant.

During the Service Term, the Managing Participant shall provide full time management,
operation and maintenance for the Plant by meens of the Managing Participant’s employees.
The Managing Participant shall operate and raaintain the Plant in accordance with Attachment
A-O&M Scope of Services and all applicable federal and state laws, regulations and permits.

B. Costs.

Cost of Services shall be calculated as provided in 3.4 and Exhibits "E", "E Pasadena”
and "E La Porte Area Water Authority”, except:

1. Treated water will be produced at an electrical efficiency of no more than 1100

kilowatt hours per million gallons ireated, determined on an annual basis.
Farticipants will not be required to make payment for electrical costs, on a per
million gallon basis, in excess of this maximom usage. Should the annual average
usage exceed lhe specified efficiency, reimbursement will be made by the
Managing Participant in the annual operations and maintenance cost true up.

2. Treated waler will be produced at an efficiency determined by the maximum
treatment chemical usages per million gallons treated specified below (list), as
determined on an annual average basis:

Ferric Sulfate — 300.0 |bs/MG
Lime — 150 |bsMG
Caustic — 15 Ibs/MG

Polymer — 30 Ibs/MG
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Fluoride - 30 1bs/MG (wet weight)

Aqueons Ammonia — 5.0 1bs/MG {dry weight)

Chlorine Ton Cylinder 30.0 lbs/MG {dry weight)

Parlicipants wiil not be required 10 make payment for treatment chemicals in
excess of the specified maximum usages. Should an annual average usage exceed the
specified maximum usage, reimbursement for that cost will be made by the Managing
Participant in the annual operations and maintenance cost true up
3. The Managing Participant shall provide the draft Annual O&M Budget at jeast 30

days prior to the beginning of the Managing Participant’s fiscal year.

Exhibits “E", “E LaPorte™ and “E Pasadena™ are amended such that during the

Service Term “Overhead Costs” shall include $600,000 for the Managing

Participant management, support and other indirect costs, but there shall be no

percentage payment for “Total Contracted Water Services.” Each fiscal year the

Managing Participant may adjust the Overhead Costs by increasing this amount

by no morze than the increase in the CPI Index for the previous fiscal year. “CPI

Index” means the U.S. Consumer Price Index for all Urban Consumers for the

Bouston-Galveston Brazoria Texas Metropolitan Ares.

C.  Fines and Liguidated Damages.

Any fines imposed by the Texas Department of Health, TCEQ, EPA or any other state ot
federal agency for non-attainment of drinking water quality, effluent discharge violations, or
improper handling and disposal of the sludge or waste materials shall be entirely paid by

Managing Participant.

S \pweshare FLAMSECTYWiter Supply and Cost Shasing ContractsiTreared Biber Supply Cordrnas'Southeant Plantascutheast oupan ion
contractopetations addendun' ADMSEWRIO S0arcepted DOE. 2 Septemiber 15, 2006



In the event the Managing Participant believes the regulatory fine is unjustified because
the excursion was caused by a Force Majeure or other reason, it is the Managing Participant's
responsibility to contest the regulatory fine at its own expense.

The Operating Advisory Commiitee may withhold from payment as liquidated damages
amounts as shown in Atiachment A, Table [1] - Treated Water Quality Standards for
exceedances of the specified water quality performance standards, Provided, however, the
Operating Advisory Commiltee shall not impose liquidated damages {i) if the raw water exceeds
the Limits shown in Attachment A, Table {2] - Raw Water Parameters, and the Managing
Panicipant demonstrates "best efforts” for water teeatment; or (i} the Managing Participant
demonstrates thai the exceedance was due 1o a Force Majenre,

(Each Participant shall be given credits for liquidated damages on the basis of its
percentage share of total Demand Allocation in the Plant).

D. Term.

The Service Term shall begin June 1, 2006 and last for five years. The Service Term is
automatically renewable for successive five-year terms unless either the Managing Participant
Director or a majority of the Participant Directors gives six months’ notice of non-renawal

In addition, Participanis may terminate the Service Term, if they can secure another
service provider that can provide the same operation and maintenance services as described
herein for & lower cost than the Managing Participant and oblain a two-thicds majority of
Paricipants in favor of hiring the new service providet. No costs for the procurement of such
replacement service provider shall be assessed against the Managing Panicipant.

Vating under this Section D shall be one vote for each Panticipant. Each Participant must

show that the proper authority has approved its vote. The Managing Panticipant shall continue to
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provide service under the service terms of this agreement until the conirzct for the new service
provider is approved.
E. Close-Out

Al the end of the Service Term, the Managing Participant shall return the Plant to its
condition when Maneging Participant commenced maintenance, less normal wear and tear
during the Service Term. The Managing Participant shall easure all equipment is fully
operational in accordance with the manufacturer's equipment specifications. Managing
Participant shall replenish inventory levels to the levels that existed at the time Managing

Participant commenced its maintenance of the Plant.
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ATTACHMENT A
O&M SCOPE OF SERVICES

1. General Requirements

The Managing Participant shall operate and maintain {O&M) the Treatment Facility and Water
Facilities to ensure the ability to treat water up to the design capacity of the plant in compliance
with all applicable laws and regulation. As described below, the Managing Participant shali be
respansible for all aspects of operation and maintenance, including providing all labor,
materials, and utilities necessary to reat up to the maximum design capacity of water daily. The
amount of water treated by the Managing Participant shall be determined by the custody
transfer flow mebers located at the High Service Pump Station, as adjusted for in-plant uses
{plant potable water - PPW) through flow meters EMT5101 and EMT 5102. The Managing
Participant will assume the status of “generator,” and will be responsible for the ultimate
disposal of all sludge and waste residuals resulting from the contract activities. In addition, any
lubricants or bulk chemicals proposed to be utilized at the Treatment Facility must comply with
ANDSI/NSF Standards 61 and 60, respectively.

2. Performance Standards

The Managing Participant shall be responsible for meeling the following performance
standards:

* Meeting the Water Quality Performance Standards set forth in Schedule 1 of this Scope of
Services.

* Performing alf of the Managing Participant's obligations as set forth in this Scope of
Services.

* Performing all related preventive maintenance in accordance with prudent industry
standards.

3. Description of Managing Participant Responsibilities

The Managing Participant shal! operate and maintain the Treatment Facility in accordance with
all Applicable Law, the Scope of Services and Schedules 1 through 8 of this Attachment, and the
Cost Sharing Agreement. The Managing Participant is required to provide all necessary
corrective, preventative and predictive maintenance at the Treatment Facility and Water
Facilities. The Managing Participant shall, at a mininurm, perform the following preventative
maintenance: {1) as required by the manufacturer of the equipment; and (L) genetally accepted
engineering, operational and maintenance practices for a facility of this size, type and age.

The Managing Participant accepts without limitation the Treatment Facility in “as is” condition.

During the Service Term of the Cost Sharing Agreement, the Managing Participant shall be
responsible for the operabion and maintenance of the Treatment Facility. This will include
providing the staff and materials necessary to ensure that the Treatment Facility is capable of
and can produce up to the design capacity of water, 365 days per year.
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ATTACHMENT A
0&M SCOPE OF SERVICES

3,1 Transition Services
Upon receiving a notice to proceed, the Managing Participant shall implement a transition plan
to begin to assume respensibility for the Treatment Facility. These transition services are

intended to ensure that the Managing Participant is fully able to commence operations of the
Treatment Facility on June 1, 2006. This shall include:

» Recruiting staff necessary to fill all positions required by the City of Houston Public Utility"s
staffing plary

» Monitoring plant operations for at least 21 days on multiple shifts prior to assuming
operational responsibility;

e Utlize the existing computerized maintenance management system that incorporates the
specifications and requirements described in Section 3.3 below.

« Updating within sixty (60) days of the effective start date the Emergency Response Flan and
a Risk Management Plan.

s Conducting an inventory and the quantities of materials, supplies, fuel and other
consumables on site at the tme service commences.

3.2 Operation

The Managing Participant will operate the Treatment Facility to ensure that it treats up to the
plant design capacity of water each day as needed to supply sufficient flow and pressure to the
OAC members. The Treatment Facility shatl be operated in accordance with the Cost Sharing
Agreement and attached Schedule 1. Operational decision making will reflect the following
minimum objectives:

» Protecting public health and welfare;
» Protecting the health and safety of the plant operating staff;

« Complying with all applicable laws, rules, regulations and ordinances, including without
limitation, City, State, and Federal water quality and supply requirements and safety
requirements;

+ Protecting the environment;
s Protecting and preserving the plant equipment and facilities; and
« Maximizing plant operational efficiency and minimization of operafing costs.

The Managing Participant shall develop and implement procedures to ensure attairanent of
these goals. The Managing Participant shall comply with the Water Quality Performance
Standards set forth in Schedule 1.
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ATTACHMENT A
0&M SCOPE OF SERVICES

The City of Houston Public Litility’s responsibilities inctude, but are not necessarily limited to:

L ]

Treating raw water and distributing potable water to the Co-Participants and the City of
Houston distribution system in respense to their demand requirements, in conformance to
all applicable laws and the Cost Sharing Agreement;

Providing a Texas Class “A” licensed Water Operator who will be in charge of the operation
of the Treatment Facility. This operator will be a full-time employee dedicated solely to the
Treatment Facility and will also be responsible during evening call-outs.

Staffing the Treatment Facility in accordance with the City of Houston Public Utility’s
proposed staffing plan and at a miniwum consistent with the requirements of the State of
Texas. This shall include at Jeast one Texas Class “B” licensed Surface Water Operator or
higher onsite during each shift.

Providing all materials, both durable and consumable, and supplies necessary to operate
and maintain the Water Facilities, including but not limited to chemicals, utilities, residuals
management, rolling stock, and consumables. The payment for all such items is described
in the Cost Sharing Agreement;

Maintaining: 1) a minimum water level in the ground storage tanks to satisfy all regulatory
requirements; 2} discharge pressures from the Treatment Facility to meet all regulatory
requirements; and 3} a geal of 2 minimum delivery point pressure of 35 psig at each Co-
participant’s delivery point.

Add additenal chemicals as needed to address periodic water quality problems;

Obtain Jaboratory services to ensure compliznce with all applicable law and to moniter and
manage the treatment process. The Managing Participant will develop and implement an
appropriate QA /QC plan for all such work

The Managing Participant will be responsible for maintaining the lagoon in a condition such
that it can be used for its intended purpose. Maintenance of the lagoon fadlity includes
maintenance of alt side slopes and removal of all roated vegetation. The Managing
Participant will be responsible for the proper handling and disposal of all materials
removed from the lagoon.

The Managing Participant is responsible for operating and maintaining the on-site monofil)
in compliance with the operating plan contained in the Permit Application and Site
Development Plan for the Southeast Water Purification Plant Onsite Studge Dispesal Area,
dated February 1992 and submitted to the Texas Department of Health as well as the current
operating permit Number 03523. Furthermore, the Managing Participant will be
responsitle for maintaining the side slopes, vehicle road ramp as well as the paved road and
sludge processing area. The Managing Participant will be responsible for pest and fire ant
contro! at the sludge lagoon and monofill.
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ATTACHMENT A
0&M SCOPE OF SERVICES

+ Responding immediately to emergency or disaster situations in a manner equal to or better
than existing plans, and in accordance with the current “Emergency Operations Flan of the
Department of Public Works and Engineering” and the approved Emergency Response and
Risk Management plans.

« Providing emergency repair services to the Water Fadlities and related infrastructure, This
may include repairing main breaks and valves between the Treatment Facility and the
points of delivery to each co-participant. The Managing Participant may subcontract that
work to qualified firms, if deemed necessary. The Managing Participant may use its own
labar te make the repairs,

+ Conducting preventive maintenance on the Co-Participant delivery point locations
including: maintaining fencing and security; grounds maintenance; and maintaining the
valve vault, the flow control valves and the flow and pressure transmitters to the Treatment
Facility when construction has been completed. The Managing Participant shall be
responsible for the operation, maintenance and calibration of the flow control devices and
the flow and pressure fransmitters that transmit signals to the Treatment Facility. The
Managing Participant shall be responsible for the operation, maintenance and calibration of
the Co-Participant flow meters and flow transmitters that transmit signals to the City of
Houston water billing department;

» Maintaining prafessional responsible working relationships with the Ce-participants,
regulatery authorities, material and service vendors, the media and the public.

‘s Providing and maintaining adequate security at all Treatment Facility facilities, systems,
buildings, plants and equipment which is inside the fence fine.

v Providing unrestricted access by the Cn—parﬁcipants to the Water Facilities to observe
operations and evaluate the condition of said facility. This will include allowing the Co-
participants to test and audit the performance of the equipment at Water Facilities.

3.3 Maintenance

The Managing Participant shall be responsible for all aspects of maintenance at the Water
Facilities, including corrective, preventative, and predictive maintenance. This may include
emergency repairs at the Water Facilities sites or to the mains and point of service connections,
replacement of certain equipment and capital improvements. The Managing Participant shall
use its professicnal judgement in determining what additional maintenance is appropriate and
necessary.

The Managing Participant will be required to implement maintenance procedures to ensure
attainment of the chjectives set forth in this Scope of Services. This includes, at a minimum,
responding to corrective maintenance needs in a timely and appropriate manner.

The Managing Participant shall provide necessary corrective, preventative and predictive
maintenance for all systems, structfures and equipment at the plant. In addition, the Managing
Participant shall:
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Perform all necessary preventive maintenance on installed cathodic protection at the
Treatment Facility. All needed repairs must be made to ensure the integrity and
operability of the system.

Inspect annually al tanks and piping systems, including the ground storage tanks and
clear well. Piping that is equipped with heat tracing shall be inspected prior to winter
conditions, and repaired as necessary.

Inspect annually, at a minimusm, tank level indicators, including the two ground storage
tanks, and calibrate and adjust the level indicator as necessary.

Perform preventative maintenance on the 138 XV Substation, High and Medium Voltage
Equipment as required by standard industry practice.

Perform maintenance on all chlorine feed systems, including relief-valves, evaporators,
and vacuum regulators on a bi-annual basis, per manufacturer's specifications. This
shall include complete disassembly of the units and repair or replacement as necessary.

Perform mainterance on flexible metal tubing used to connect chlorine supply cylinders
to piping systems, according to manufacturer's and the Chlorine Institute‘s
specifications, and replace on an annual basis or sooner if needed.

Perform annual vibration analysis testing of critical mechanical equiptnent. The
Managing Participant shall perform interpretation and analysis of test resuits and
submit an evaluative written report in an approved format to the QAC, including
necessaty action plans. The Managing Participant shall premptly address any
deficiencies identified in the testing report.

Perform annual oil sampling of critical mechanjcal equipment. The Managing
Participant shall perform interpretation and analysis of test results, The Managing
Participant shall promptly address any deficiencies identified in the testing report.

Inspect, maintain and test all backflow preventers within the Water {acilities operated of
maintained by the Managing Participant in accordance with Texas Commission on
Environmental Cuality {TCEQ} requirements, and at least annually perform calibration
and testing.

Perform maintenance on the on-site City of Pasadena Metering Station, which shall
include all valves and flow meters.

Touch up paint on sny equipment or facilities as needed to minimize corrosion and
maximize service life.

Maintain the Sludge Lagoon and monofill free from excessive vegetation and
overgrowth. The side siopes of the monofill will be maintained for stability and to
prevent erosion.
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Conduct annual infrared inspections of all moter control centets, transformers and
motor connections greater than 60 hp.

Perform periodic calibration of instruments in accordance with manufacturer’s
recommended procedures.

Repair expansion joints to maintain integrity of concrete structures and preventleaks.

Operate, maintain and calibrate, or arrange for the operabion, maintenance and
calibration of the High Service Pump Station discharge custody transfer flow meters and
the two in- plant potable water (PPW) flow meters FMT5101 and FMT 5102; and

Operate, maintain and calibrate, or arrange for the operation, maintenance and
calibration of the off-site Co-Participant’s flow meters and the flow transmitiers that
transmit signals to the City of Houston’s water billing department. The Managing
Participant shall be responsible for the operation, maintenance and calibration of the
flow control devices and the flow and pressure lransmitters that transmit signals to the
Treatment Facility.

The Managing Participant will be responsible for maintaining the physical facilities of
the Treatment Facility. This will include at a minimum:

All spare parts, materials and supplies shall be stored in an erderly manner;
Regular pest control including fire ant control;

As needed pest control for capture and removal of wild hogs and any other pest animals
which may cause destruction of property or endanger treatment processes;

Repair of atl plumbing and piping leaks and failures;

External cleaning, such as pressure washing of the ground storage tanks and sirnilar
facilities as needed;

Walls will be cleaned and touch up paint applied as necessary
Tile walls will be washed as needed;
Repair of cracks or spauled concrete and expansion joints;

Railroad track beds and fence lines will be treated with herbicides as necessary to
prevent weed growth;

Weed contre]l will be performed in paved areas to keep cracks and joints clear of
vegetation;
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+ Crass and landscaped areas will be maintained in an attractive, neat manner, which may
be used for open houses and plant tours, For purposes of this section, maintenance of
the ditch along the southerly side of the property, outside the fence is included;

» Grass will be mowed as needed during the growing season from April through
November 15% of each year; and

» Grass will be mowed and weed control will be performed on a regular basis at the Co-
Participant delivery point locations.

34 Reporting Requirements

All reports and data shall also be saved in electronic format. The reports at a minimum shall
include:

* A monthly operations report summarizing daily raw water quality, finished water
quality, staffing changes, chemical and utility usage, maintenance activities, {summary
of preventative maintenance projects started, completed, backlogged, corrective
maintenance activities undertaken), sludge production, sludge disposal locations and
such other information appropriate for the OAC to understand performance, operations
and maintenance at the Treatment Facility. Shludge that is taken off-site must be
disposed of at facilities that are properly operated and licensed by the State to accept
such sludge. Sludge disposal manifests must be maintained on-site during the entire
period of this Agreement.

* Monthly list of the warranty status of any warranties for components purchased and
installed by the Managing Participant or a third party,

* A monthly report of the actual chemical purchases and invoiced amounts for any
chemicals utilized at the Water Facilities.

* Quarterly report summarizing maintenance activities completed in the last quarter and
scheduled to be undertaken for the upcoming quarter. This should alse include
propesed repair and replacement projects.

* Annual report summarizing the operations over the previous ¥year, major issues moving
into the upcoming year, including but not limited to recommended modifications or
improvements to the facility, anticipated modifications enhancements to maintenance
procedures.

* Any reports required of water producers under applicable faw,

* Any reports requested by the OAC to verify operation and maintenance issues, or
document special circumstances.

11 SH22006



: ATTACHMENT A ‘
0O&M SCOPE OF SERVICES

SCHEDULE 1

Treated Water Quality Performance Standards

FURFOSE

The purpose of this schedule is lo kenlify the Trealed Waler Quality Pedomance Standards that the
Managing Paricipant is required 10 meal.

WATER TREATMENT REQUIREMENTS

All anatytical methods used 10 demonstrate compliance shall be according to approved
methods by EPA. In the event that a panlicular parameter does not have a method
approved by EPA, methods currently accepted by the industry shall be used.

The Managing Parlicipant shall operate the SEWPP in such a manner that the SEWPP will produce
Treated Waler thal is in compliance with all applicable laws, rules and regulalions. The requirements
were developad to mainlain consistency with cutrent intemal requirements, minimize public healh risks,
aliow Tor flexibility to meel fulure requlations and eliminate or reduce the need for major medifications 1o
the SEWPP in the near fulure.

SAMPLING AND ANALYSIS

1. The Managing Panicipan will ensure performance of all sampling, analysis and record keeping
required by USEPA and the TCECQL Msnaging Participant will be responsible for all moniloring, up to
and including 1he point of enlry infe 1he distribution syslem. USEPA and TCEGQ approved laboratory
procedures will be ivlowed.

2. For any analylical laboratory work porlormed at an oulside or offsite laboralory, the Managing
Paricipant shall vse an approved tesling laboratary.

3. The Managing Paicipant will be responsible for compliance with all currently effeclive monfloring

requirements as welt as those becoming effeclive during the Service Term of the Cest Sharing
Agreement. The Managing Participant will perdorm other tests for process control as necessary.
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SCHEDULE 1

Treated Water Quality Performance Standards

Compliance monitoring parameters which are currently sffeclive and required al the SEWFPP {Entry
Point 002 in PWS 1D Mo. 1010013) include the list of samples and analyses outlined in a document
titled, *Drinking Waier Samplas o be coltectad by the TCEQ in 2000," These samples are collacted
and analyzed by TCEQ personne!. Tha Managing Padicipand will be responsible far all labor costs
associgled with annual compliance moniloring.

. Also incluced in the current required monitoring are all paramelers associated with the Surface Water

Treatment Aule (SWTR).

. Cumrenl TCEQ approved Ty, values, shail be used when cakulaling the CT valua.

Managing Participant is responsible for all cosis associated wilh the sampiing, analysis, report
completion and submission.

Lead and Copper Rule compliance monktoning at the SEWPP includes bi-weekly montoring and
reporting of tha following Water Qualily Paramelers at the point of erilcy int the distribution sysiem.
The lead and copper rule related water guality parameter repor is to be completed by the 10™ day of
the menth following the quanery reporting parnocd.

a. Alkalinity as CalO,
b. pH

¢. Calcium as Ca

d. Conduclivily

g. Temperature

- Radionuclides are sampled by TCEQ every four {4) years at each point of entry on a quarterly
schedute. The SEWPP will be sampled during a 1olal of eight {8} quaners in two (2) different years
during the Service Term of the Cost Sharing Agreement. These analyses include:

Gross Alpha
Total Radium
Radium 225
Fadium 228
Tola! Uranium
{5ross Bela

ol YW -
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ATTACHMENT A
O&M SCOPE OF SERVICES

SCHEDVULE 1

Treated Water Quality Performance Standards

10. In addiion 10 all other compliznce related moniloring, the Managing Participant will be reaponsible for

{he following analyses of record.
Analysis/Reparl Frequency
1. Complete chemical analysis report Biweakly
2. Heterctrophic plate counts at each process

through distibution:

A Sebled Wegkly
B. Filiered Weekly
C. Distribulion {see Table 1 — flem 15 for limils} Daity
D. Aaw Daily

Taotal Coldorm Gounts

A. Raw Daily

B. Saitled Weekly
C. Fitered Weekly
D. Digiribution (see Table 1 — llem 14 for limils} Daily
Giardia and Cryplospordium Monihly
A. RAaw

§. Distribulion {see Table 1 — ltems 27 and 28 for limils}

Algae Counts and Enumeration Biweekly
A Raw

B. Disiribution {see Table 1 - ltem 24 or limits)

Trhalomethanes

A, Distribution Biweekly
Trihaloacetic Acids (HAA,)

isee Table 1 - tem 26 tor Emils)

A, Dhistribution Biweskhy

14
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ATTACHMENT A
0&M SCOPE OF SERVICES

SCHEDULE ]
Treated Water Quality Performance Standards

11. Process contral menitoring witl be pedormed by Managing Padicipantat a minimum of tha fallowing
grab sample tests and frequencies.

Farameter/Localion Frequency

—r

pH Evary 4 hours

Aaw {Once/day}

Settled

Fitared

Distribution (sea Table 1 — Ham 18 for limits)

Dopp

]

Turbidity: Every 4 hours

Raw (Oncelday)

Satted {see Table 1 — ltern 3 for lmils)
Clearwell {sae Tabla 1 = Itarm 1 for limits)
Individual Fittars {se¢ Table 1 -~ lem 2 for limils)

Alkatinity Daily

Haw
Senled
Fitered
Disiribution

oOhE @ oO@E

4. Jar Tests Waeakly
Using D/DBF prolocol 1 establish diminishing returns for
TCQC.

5 T.OMN. Daily, Mon-Fri

A. Raw
B. Dislributicn (see Takle 1 - [tem 30 ior limils)

™

Hardnass Ciaily

Aaw
S«aitled
Fitered
Digtribution

DomE

e |

True Color (City of Houston Method) Daity

Raw

Setlled

Fillsred

Dislribufion {se& Table 1 — llem 31 for limils}

oo
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Paramater/Location Frequeney

Fluoride Daity
Distribwtion {(sea Table 1 - ltem 21 {or [imits}

> o

9, Fitter Profile {Each filler elernent) YWeekly

10. Chionda Daiby
A. Raw
B. [rstribution

11, Calkivm Daily
A. Raw
B. Disttibulion

. Ammonia Daily
Raw - Tolal
Distribulion - Free (see Table 1 - lem 28 {or Hmils)

e

. Chierine Residual — Free and Total Every 4 hours
Raw
Setiled
Fillered
Distribution (gee Table t — llem 13 for flimils)

COEP

g 91 22000
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ATTACHMENT A

0&M SCOPE OF SERVICES

SCHEDULE 1

Treated Water Quaslity Performance Standards

TABLE2

RAW WATER QUALITY TREATMENT PARAMETERS'

Parameter Minimum Value Maximum Value

Turbidity - NTU 1 120
Alkalinity - mg/l as CaCOy 60 150
Hardness - mg/A as CaCO, 60 150
pH - pH scale 7.0 85
Chloride - mg/L 600 1049
Temperature = °C 5 35

Fluoride = mg/L 0.1 1.2
Calcium - mg/L as Ca 10.0 55.0
Magnesjum - mg/L 1.0 6.0
UV om = can? <0.01 060
Color - co-pt unit 1 40

Conductivity - umhos/cm 100 500
‘Total Iron mg/L <0.03 3.0
Sodium - mg/L 5.0 50.0
Patassium - mg/L 1.0 6.0
Total Manganese - mg/L <0.01 0.30
Total Iron - mg/L <0.03 2.50
Bromide - mg/L <0.01 .30
Total Organic Carbon - mg/L 1.0 15

Total CHssolved Solids (Calc.} - mg/L 100 350
Sulfate - mg/L 2 S0

Nitrate (N} - mg/L 0 2

Total Phosphate (P) - mg/L <(.01 1.5

Notes:

1. Any raw water quality parameter not listed in this table must be demonstrated at
the City of Houston Public Utility’s expense to result in a condition such that the
Treatment Facility is not capable, despite “best efforts”, including but not lirnited
te addition of chemicals, of meeting one or more of the water quality standards

specihed in Table 1.

2. These values are provided only for the purposes of determining whether credits
shall apply for exceedance of any water quality performance standard described in

Table 1.

21
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ATTACHMENT A

0&M SCOPE OF SERVICES

SCHEDULE 1

Treated Water Quality Performance Standards

TABLE2

RAW WATER QUALITY TREATMENT PARAMETERS'

Parameler Minimum Value Maximum Value
Turbldity - NTU 1 120
| Alkalinity - mp/fl as CaCO;, 60 150
Hardness - mg/l as CaCO, &0 150
pH — pH scale 7.0 8.5
Chloride ~ mg/L 60.0 10.0
Temperature —°C 3 35
Fluoride - mg/L 0.1 1.2
Calcium — mg/L as Ca 16.0 55.0
Magnesinm — mg/l. 1.0 6.0
UV am = cmv? <0.01 0.60
Color - co-pt unit 1 40
Conductivity - umhosfcm 100 500
Total Iron mgfL <{1.03 3.0
Sodium - mg/L 5.0 50.0
Potassium - mg/L 1.0 6.0
Total Manganese — mp/L =0.01 0.30
Total Iron - mg/L <043 2.50
Bromide - mg/L <0.01 {.30
Tatal Organic Carbon - mg/l. 1.0 15
Total Dissolved Solids (Calc) - mg/L 100 350
Sulfate - mg/L 2 50
Nitrate (N) - mg/L 4] 2
Total Phosphate (P} - mg/L <0.01 1.5

Notes:

1. Any raw water quality parameter not kisted in this table must be demonstrated al
the City of Houston Public Utility’s expense to result ina condition such that the
Treatment Facility is not capable, despite “best efforis”, including but not limited
to addition of chemicals, of meeling one or more of the water guality standards

specified in Table 1.

2. These values are provided only for the purposes of determining whether credits
shall apply for exceedance of any water guality performance standard desctibed in

Table §.
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EXHIBIT C3 {200 mgd)

CWa 8OMD DEBT £ERVICE - SERIES 1993 BONDS
CONSTRUCTION OF 84" RAW WATER LINE
RECCOVERY OF PRIDR YEAR DEBT SERVICE

Fiseal C\WA Bond Berles SEWPFP Allocalion  Abacefionlo 80 ABocation fo 126 Additinal 45 MGD  Alpcationto 210 Additienal 84 WMGD
Yaar 1995 Debl Senice of Debt Service (1) MGD SEWPF (2] MGD SEWPP (3 Debl Sarvdice WGD SEWPP (3 Dol Service
1696 5 PEDEGST 2423231 & 809,744 $ 1275346 § 485802 % 2126577 % B50,231
10997 2.R09 890 2 616.280 &§72.006 1,373,551 501,455 2,209,262 915,701
19496 2,805,223 2612674 870,558 1,371,758 00,59 2,285,264 914,506
1969 2,808,705 2513322 ar,ioe 1,371,994 500,385 2,288 657 14,663
2000 2,808,485 2813,100 871,093 1,371.876 500,843 2,286,481 14 555
2001 2,7000 2,532 828 B 206 1,324,620 485 420 2.216,049 BEG, 420
2002 27123814 2,535,236 Bds 412 1,331,523 488,111 2,215 206 887 63
2003 TR 2,534,578 &44.059 1,330 652 405 T8 2,817,155 887,103
2004 2,724,654 2,636,664 845854 1,331 805 486,251 2,219,842 847,037
M5 2,720,989 2,539,843 B4, 604 1,330,093 485,569 2,216,623 BE6. 73D
$ EE558.736 § 8513,578 - ) 4608743 % 22,065 808 $% 8,545 5559
wih new raw waler contract $0.00
1] ASocaton of 545 mion bond cetl servica to 867 raw waler pipaline lor SEWPF
bazed on the following:
AMrocaticn of Costs Aftar
Cast [milfiong) Issusnce Costs Allocation
8" ling construclion cost lest ) Y £03 % 15 % M9
Line "G prodect cost [esl) b L 0.3 at
Issiance eos, disoounl, acorued inleresl 1.7 [1.7) -
L3 450 % - $ 4510
2 AHpcaton 1o 80 MOD SEWPP based on Iha Hllowing:
96" Line Capacity 240 MED
Module Capacity 80 MGD
Module % ol Allpcalion 39.35%
3 Allocaticn 10 126 MGD and 240 MGD SEWPF based on the folowing:
25" Lina Capacity 240 WED 40
Modyla Capacity 126 MGD Mo
Module % of Allccation 52 5% B7.50%
4) The balance of the wnrecovered cosis will be $3,194,84%

Ihiough 2000 and varies annually thereafter,
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Guit Coast Water Authority
Leas: Capacity Sold
League Cily

Webstar
South Houston

Pasadana

Plus: Capacity Bought
Pagadena

Mamig Co. MUD #55
Ptus: Capacity Bought
Less: Owrwrship Soid
Hamig Co. MUD #5%

LaForie Area WA
Flus: Capacity Bought
Less: Capacity Sold
LaFforta Ares WA

Friandsvwood

Plus: Capacity Bought
Frieu

Clear Lake City WA
Plus: Capacity Bought
Clear Laka City WA

Baybrook MUD #1
Claar Brook City MUD
Co-Particlpant Totals

City of Houston

Lass: Rscoupmaenit Costs
Less: Capacity Sold

City of Houston

TOTAL NET

TOTAL COSTS

EXHIBIT F

CALCULATION OF TOTAL INVESTMENT BY PARTICIPANT

Original Invasimaent
Invasimant FY 2000

$24,373.666 $3,08,678 $28,151,400  $55471.742
{11,540,553) (#1,540,553)
$12,833,113 $3,346.676

Invastmant
FY 2006

Tolal
Investment

328,151,400 $44,331,139

3,269,608 880,012 1,117,208 5,348 826

2,848,568 883,507 261,000 3,063,475

17.093,807 8,358,196 28451368 51,903,367

0 850,000 850,000

17,093,807 7208195 26,451,365 52,759,367

1,153,386 678,180 851,768 2,880,332

2. 318 645 2,318,695

0 _ (1,168,800} (1,188,800)

3472081 (299,620) 851,765 4,030,227

4,831,404 1,141,744 542,880 8,516,028

3,425,120 3,425,120

0 {2550,000) (2,550,000)

8286524 (1,406,256) 542,680 7.391,138

3,418,761 2021459 10,150,078 15,590,206

0 1,434,400 1,434,400

3.418,761 3455858 10,150,076 17,024,506

12,048,367 8,518,834 1,670,400 20,633,708

5,796,738 1,434,400 7,231,138

17,843,105 8,351,379 1,670,400 27 084,844

1,650,470 324272 125,280 2,100,022

1,375,392 452013 2,004,407 3,861,672

572161829  $20.150.057  $70,355779  $168,667.665

57,040,3 3873245 62,451,042 133,475,279

0 (4214308)  (1,447.600) (5.882,409)

Q ;:,m,ng: 9 294322] ji?.EﬁOli 19)

67,040 9971 {68,207, 261) 51,719,021 110,552 751

139202620 14842798  $125074800  $279.200.416
$139.202.620  27,123302 135818 822

Euhibity - 200 mpd_020-307 a8 6872002007

Percant

15.88%

1.91%

1.42%

158.89%

1.44%,

2.85%

6.10%

9.98%

0.75%

1.38%

39.58%
100, 00%

Page 1cf 3



EXHIBIT F {continusd)
CALCULATION OF TOTAL GALLONS BY PARTICIPANT

Distribution Allocation
Demand Pumping Existing Maw
Mlocation Allocalion 95" BioC M CieD Baamay Bsamar

Gutt Coast Water Authority

Qwiginal 16,5000 165000 18,1675

Capacity Sold

Incremental Purchasa 15,0000 15.0000 15,0000 15.0000 5.0000 5.0000

Subtotal 31.5000 31.5000 33,1675 15,0000 5.0000 5.0000
Wabsiar

Oxiginal 40500 58110 58310

tncremantal Purchasa 1.8600 1.8600 1.8600

Subtotal 4,0500 58310 2.8319 1.B600 1.8600 1.8600
South Housion

Qriginal 3.7500 3.7500 2.7500

Incremantal Purchaza

Subictal 3.7500 3.7500 3.7500 0.0000 0.0000 0. D000
Pasadana

Oviginal 23,5000 31,0000 16,8875

Incramaental Purchase 1685000 21.7650

Subtolal 40,0000 §2.7880 16.8675 0.0000 0.0000 0.0000
Harmis Co. MUD #55

Qriginal 14826 42520 4. 2520

Incramantal Purchase 1. 3600 1.3600 1.3600

Subdotal 3.4825 4 2520 42520 1.3600 1.3600 1.3600
LaPorte Area Wabar Authority

Original 7.8000 9.7500 0.0000

Incremental Purchase

Subtotal 7.8000 2. 7500 0.0000 0.0000 G.0000 0.0000
Friendgwood

Chriginal §.0000 B.5200 8.5200

incremental Purchasa 8.0000 8.0000 50000 9.6800 9.8300Q 9. 6800

Subtolal 12,9000 14,5200 14.5200 4.6800 9,880 9.5800

-

Euchelrits - 200 mgd_020907 da S20:200Y Page 2 ol 3



Claar Laka City Water Authority

Originat
Incremental Purchasa
Subtotal

Baybrook MUD 1
Qrigingl
In¢rémantai Purchass
Subtoty)

Claar Brook City MUD
Original
incrementa! Purchages
Subtotal

TOTAL (prior to City)

City of Houston
Original
Capacity Sold
Incramantal Purchase
Sublolal

TOTAL

A

Exndils - 200 mod_020907 xa

EXHIBIT F {continued)

CALCULATION OF TOTAL GALLONS BY PARTICIPANT

Disinibwution Allocation

Danrarc Pumping Exisling Mew
Allocation Allocation 96"BioC M"Cwmo Beamer Seamar
24.0000 36.5100 365100
0.0000 3,0000 0.0000
24.0000 2E.5100 365100 0.0000 0.0000 0.0000
1.8000 33750 A5G
0.0000 0.0000 00000
1.8000 33750 3.3750 0.0000 0.0000 0.0000
1.5000 3.8455 3.8485
1.0000 0.0000 3.8455 J.8455 0. 0000
25000 J.8455 3.8455 3.8455 3.8455 0.0000
130.8825 165.0095 121.9185 A1.7455 21,7455 17.9000
218375 78.6685 145.0815 250.0000 32,0000 32,0000
0.0000 {21.0000) (31.7456)  (21.7455) {17.9000)
41,5000 12.2340
89,1275 83.9005 1280815 218.2545% 10.2545 14.1000
200.0000 255 0000 2500000 250.0000 32.0000 32.0000
B/20/2007 Paga 3ai 3
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CHurrad Fout)
(GCWA)

GULF COAST WATER AUTHORITY

Scule:

EXHIBIT 1
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GULF COAST WATER AUTHORITY (GCWA)

FUQUA RD @ BEAMER RD
CONNECTION POINT
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AMENDED AND RESTATED COST SHARING AGREEMENT
FOR THE SOUTHEAST TRANSMISSION LINE PROJECT

THIS AMENDED AND RESTATED COST SHARING AGREEMENT FOR THE
SOUTHEAST TRANSMISSION LINE PROJECT (this “Agreement™ is made by and among
BAYBROOK MUNICIPAL UTILITY DISTRICT NO. 1 (“Baybrook MUD 17, the CITY
OF FRIENDSWOOD, TEXAS (“Friendswood”), the CITY OF HOUSTON, TEXAS
(“Houston”), the CITY OF PASADENA, TEXAS (“Pasadena™), the CITY OF WEBSTER,
TEXAS ("Webster™), CLEAR LAKE CITY WATER AUTHORITY ("CLCWA"}, GULF
COAST WATER AUTHORITY (“GCWA"), and HARRIS COUNTY MUNICIPAL
UTILITY DISTRICT NO. 55 (“MUD 55”) {(each a “Party” and collectively, the “Parties”) for the
purpose of providing for the design and construction of a new large-diameter water transmission line
from the Southeast Water Purification Plant to the Partiss’ water transmission and distribution
systems, For and in consideration of the premises and mutual covenants and agreements contained
herein, the Partics agree as follows:

TABLE OF CONTENTS

ARTICLEI - RECITALS

ARTICLE II - DEFINITIONS AND EXHIBITS
2.1  Capitalized Terms Defined
2.2 Exhihits

ARTICLE III - OWNERSHIP AND CAPACITY SHARES
KN | Ownership of Southeast Transmission Line

3.2 Caleculation of Capacity Shares

3.3  Participation Table

ARTICLE IV - PROJECT COSTS AND COST SHARES
4.1 Calculation of Cost Share

4.2  Duty to Pay Cost Share

4.3  Budget

4.4  Cash Calls

4.5 Account

4.6  Additional Funds

4.7  Governing Body Approval Required

4.8  Efforts to Cure; Cure Plan

4.9  No Cure Plar; Exhaustion of Efforts to Cure
4.10 Managing Participant’s QOptions

ARTICLE V - PROJECT MANAGEMENT AND SCHEDULE
5.1  Project Management

3.2 Project Schedule

53  Work Progress Report
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54 Bonds and Insurance
5.5 Work Access

5.6 Work Review

87 No Guaraniee

58  Representatives

ARTICLE ¥YI - PHASE 1
6.1  Preliminzry Engineering Repaort

ARTICLE VII-PHASE 2

7.1  Final Design

7.2  Real Estate Acquisition

7.3  Bidding and Contracting for Construction York

ARTICLE ¥1I1- PHASE 3

8.1  Construction Contracts
8.2  Work Change DMrectives
8.3  Change Orders

B.4  Site Visits and Reporis
8.5  Delivery Date

ARTICLE IX - PROJECT ACCOUNTING AND FINAL STATEMENT
21 Payment for Work

9.2  Cost Recovery Amounts

9.3  Phase 1 Financial Accounting Report

2.4  Phase 2 Financial Accounting Report

9.5  Agreed Upon Procedures Report

2.6 TCEQ Requirements

9.7  Fioal Statement

9.8  Paid Share

99  Inspection and Review

ARTICLE X —- METERING AND PRESSURE MONITORING
10.1 Connection and Meter
10.2 Pressure Monitoring

ARTICLE XI - MISCELLANEOUS PROVISIONS
1.1 Term

it.2  Force Majeure

11.3  Severability

11.4 Written Amendment

11.5  Applicable Laws

11.6 Notices

11.7 Captions

11.8 Non-¥Waiver
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11.9

11.10
11.11
11.12
11.13
11.14
11.15

Enforcement

Ambiguities

Survival

Remedies Comulative

Entire Apreement

Effect on Prior Agreements

Agreement for Operation 2nd Maintenance

EXHIBITS
A-1-A-5 PROJECT MAPS

B-

[-B-5 PARTICIPATION TABLES

C-1-C-5 PROJECT BUDGET

D
E

1.1

1.2

PROJECT SCHEDULE
CASH CALL SCHEDULE

ARTICLEI
RECITALS

The Parties, along with several other entities that are not party 1o this Agreement, are
participants in the Southeast Water Purification Plant, located at 3100 Genoa Red Bluff
Road, Houston, Texas 77034 (the “Plant™), which is operated and maintained in accordance
with the “Cost Sharing Agreement for the Southeast Water Purification Plant {Restated and
Amended),” approved by Houston City Council by Ordinance No. 2601-0417 and
countersigned on July 22, 2001 (the “2001 Agreement™), as amended by the “Amendment
to the Cost Sharing Agreernent for the Southeast Water Purification Plant {Restated and
Amended),” approved by Housten City Council by Ordinance No. 07-0927 and
countersigned on September 27, 2007 (the “2007 Amendment™) (together, the 2001
Agreement and 2007 Amendment are referred to as the “Plant Agreement™).

Treated water from the Plant is delivered to Baybrook MUD 1, Friendswood, Houston,
Websier, CLCWA, GCWA, and MUD 55 through a 42-inch water transmission line, as
described and depicted in Exhibit J to the 2007 Amendment (the “Existing Line™. The
Parties desire to replace the Existing Line with a new larger-diameter water transmission
line, as described and depicted in Exhibits A-1 through A-5 (the “Southeast Transmission
Line”). Baybrook MUD 1, Friendswood, Houstor, Webster, CLCWA, GCWA, and MUD
55 cntered into the “Replacement Water Capacity and Cost Sharing Agreement — New
Galveston Project,” approved by the Houston City Council by Ordinance No. 2016-200
(the “Original Agrecment™), to design, acquire real property for, and construct the
Scutheast Transmission Line, formerly referred 1o as the New Galveston Line (the
“Project”). The Original Agreement provides for capacity allocation, cost sharing, and
completion of the Project in three phases: (i} Phase 1 - preliminary engincering report; (ii)
Phase 2 — final design, real estate acquisition, and bidding and construction contracting;
and (1ii) Phase 3 — construction. The Original Agreement only addresses the scope and
cost of work associated with Phase 1, but contemplates one or more amendments to address
the scope and cost of work associated with Phases 2 and 3.
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1.3

1.4

1.5

1.6

1.7

2.1

Phase 1 of the Project is complete, and the Parties desire to amend the Oniginal Agreement
to address the scope and cost of work associated with Phases 2 and 3.

Pasadena, which was not a party to the Original Agreement but is a participant ity the Plant,
desires to participate in the Project and become a Party to this Agreement.

GCWA desires to increase its capacity in the transmission line and participation in the
Project by an additional 20 MGD.

Accordingly, the Parties are entering into this Agreement, which shall supersede and
replace the Original Agreement as provided in Section 11.14, to, ameng other things: (i)
address the scope and cost of work associated with Phases 2 and 3; (i1) add Pasadena as a
Party; {iii) adjust capacity allocations and cost sharing to reflect Pasadena’s participation
and GCWA’s increased participation in the Project; and (iv) update the Exhibits.

These Recitals are hereby incorporated into and made a part of this Agreement.

ARTICLE 11
DEFINITIONS AND EXHIBITS

Capitalized Terms Defined. Unless the context provides otherwise, capitalized terms in
this Agreement shall have the meanings provided below. Capitalized terms not defimed
below shall have the meanings given in the 2007 Amendment or the 2001 Agreement.
“2001_Agreement” has the meaning given in Section 1.1.

“2007 Amendment” has the meaning given in Section 1.1.

“Account” means one or more accounts established and controlled by the Managing
Parlicipant for the receipt and disbursement of funds contributed by the Parties for payment
of Project Costs.

“Additiopal Funds™ means an additional appropriation of funds authorized by a Party’s
governing body and deposited into the Account to cover Project Costs for Unforeseen
Conditions equal to the Party’s Cost Share.

“ A ffected Contracts” has the meaning given in Section 4.10.

“Agrced Upon Procedures Report” or “AUP. Report™ means an agreed upon procedures
report and associated findings to review the accounting for and allocation to the Parties of

Project Costs, produced by an independent accounting firm engaged by the Managing
Participant under an agreed-upen procedures engagement conducted in accordance with:
(i) Articte TX of this Agreement; and (ii) the Statemments on Standards for Adtestation
Engagements published by the American Institute of Certified Public Accountants.
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“Budget” means the tables set forth in Exhibits C-1 through C-5, which: (i) reflect the
estimated Project Costs by Phase and by construction contract; and (ii) will be updated
from time to time in accordance with this Agreentent.

“Capacity Share™ has the meaning given in Section 3.2.

“Cash Call” means any one of a series of demands for funds from a Participant sent by the
Project Director to pay for Project Costs in accordance with the requirements set forth in
Section 4.4.

“Cash Call Due Date” means the date specified in a Cash Call on which the Parties must
deposit cash into the Account.

“Cash_Call Schedule” means the chart set forth in Exhibit E, which: (i) details the
anticipated Cash Call Due Dates; and (ji) will be updated from time to time by the Project
Director as necessary to reflect changes in the Project Schedule or Budget.

“Construction Contractor” means the contractor(s) engaged by the Managing Participant
to construct one or more Segments of the Project.

“Construction Costs” means all costs associated with Construction Work, including,
withont limitation, all reasonable costs for labor, equipment, materials, electricity, fuel,
construction management, inspections, materials testing, and related Cost Recovery
Amounts,

“Construction Manager” means the professional service provider engaged by the Managing
Participant to manage the Work of each Construction Contractor.

“Copstruction Work™ means all Work required to construct the Project that is performed
by or under the direction of the Construction Contracior.

“Consultant” means the professional service provider(s) engaged by the Managing
Participant to assist in the planning, design, Project Property acquisition, and other Work
for the Project.

“Continggncies” means an allowance to fund unforeseen changes in or additions to the
Work.

“Cosf Recovery Amounts” means the portion of the costs of the Managing Participant’s
employees’ salaries, associated benefits, overhead, and itemized costs paid from the cost

recovery fund (Houston’s Fund 1001) that are allocated and atiributable to the Project as
shown in Exhibits C-1 through C-5.

“Cost Share™ has the meaning given in Section 4.1,

Page 5 of 39



“Cure Meeting” has the meaning given in Section 4.8.1.
“Cure Plan” has the meaning given in Section 4.8.4.
“Day" means calendar day.

“Delivery Date” means the date on which the Project Director sends written notice to a
Participant that the Project is capable of delivering the Participant’s Reserved Capacity.

“Design Engineer™ means the engineering firm(s) engaged by the Managing Participant to
provide engineering design and construction oversight for the Project, or any portion
thereof.

“Direct Employee" has the meaning given in Section 9.2.

“Director” means the Director of Houston Public Works, or his or her designee.

“Effective Date™ means the date on which the City of Houston Controller countersigns this
Agreement and this Agreement becomes effective and binding on the Parties.

“Efforts to Cure” has the meaning given in Section 4.8.1.

“Engineering Costs” means all costs associated with Engineering Work, including, without
limitation, all reasonable costs for the Preliminary Engineering Report, final design,
geotechnical investigations, inspections, surveys, estimates, line testing, materials testing,
plans, specifications, investigations, permitting and regulatory review, and related Cost
Recovery Amounts,

“Engingering Work™ means all Work required during Phasc 1, 2, and 3 to design, analyze,
and test the Project that is performed by or under the direction of a professionat engineer.

“Excess Reservation™ has the meaning given in Section 4.10.

“Exhaustion Notice™ has the meaning given in Section 4.9.1.
“Existing Line™ has the meaning given in Section 1.2,

“FAR™ has the meaning given in Section 2.3.1.

“Fina) Statement™ has the meaning given in Section 9.7.

“Finance Director” means the Director of the City of Houstor: Depariment of Finance, or
his or her designee.
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“Eorce Majeure™ means: (i) fires; interruption of utility services; breakage of machinery,
pipelines, or canals; epidemics in thc Houston Metropolitan Statistical Area; floods,
hurricanes, tornadoes, ice storms, and other natural disasters; explosions; war; acts of
terrorism against a Party; riots; sirikes; court orders; and the acts of superior governmental
or military authority; that (ii) the affected Party is unable to prevent by the exercise of
reasonable diligence. The term docs not include any changes in general economic
conditions such as inflation, interest rates, economic downturn, or other factors of general
application, or an event that merely makes performance more difficult, expensive, or
impractical.

“Interest Rate™ means the Managing Participant’s actual interest arning rate for its General
Investment Pool. For reference purposes only, the Managing Participant publishes its

quarterly interest earning rate for its General Investment Pool in the City of Houston
Controller's Quarterly Investment Report.

“Managing Participant™ means Houston.

*MGD” means million(s) of gallons per day of water.
“Non-Approval” has the meaning given in Section 4.7.
“Non-Payment” has the meaning given in Section 4.4.5.
“Non-Project Items™ has the meaning given in Section 7.3.3.

“Notice of Upcoming Cash C2ll* has the meaning given in Section 4.4.1.

“Noticed Participant” has the meaning given in Section 4.8.1.

“Noticed Representative™ has the meaning given in Section 4.8.1.

“Original Agreement” has the meaning given in Section 1.2.

“Ohverhead” has the meaning given in Section 9.2.

“Paid Share” means the share of Project Costs paid by a Party, which limits the amount of
Reserved Capacily that Party may receive. Paid Share excludes and may be reduced by

interest due vnder Section 4.5 and any Project Costs related to modifying the Project under
Section 4.10

“Participant(s)” means, individually or collectively, Baybrook MUD 1, Friendswood,
Pasadena, Webster, CLCWA, GCWA, and MUD 55.

“Participation Table™ means the tables set forth in Exhibits B-1 through B-5, which list the
Parties’ Reserved Capacity and Capacity Shares in the Southeast Transmission Line.
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“Phase™ means a discrete stage of the Project.

“Phase 1 means all Work related to the Preliminary Engineering Report.

“Phase 2" means all Work related to the Final Design, Real Estate Acquisition, and bidding
and contracting for Construction Work.

“Phase 3" means all Work related to construction of the Project, including Construction
Work and associated Engineering Work.

“Phase | Financial Accounting Report” or “Phase 1 FAR™ has the meaning given in Section
9.3.1.

*“Phase 2 Financial Accounting Report” or *Phase 2 FAR™ has the meaning given in Section
04.1.

“Plant™ has the meaning given in Section 1.1.

“Plant Agreement™ has the meaning given in Section 1.1,

“Point(s) of Delivery” means the output flange(s) on or the welded joint to the connection
on the Project that will serve a Party, as more particularly identified and described in

Exhibits A-1 through A-5, or such other location{s) on which the Project Director and the
applicable Representative may agree in writing,

“Point(s} of Measurement” means the location of the meter at which the Managing
Participant shall measure the Participant’s consumption of water from the Project. The
Point(s) of Measurement may be at different locations than the Point(s) of Delivery, or at
such other location(s) on which the Project Director and the applicable Representative may
agree in writing.

“Preliminary Engineering Report™ means a report prepared by the Design Engineer
containing: (i) surveys, preliminary plans and specifications, and propesed Project
Property; (i) estimated budgets and identified problems for the preliminary plans and
specifications and Project Property, including altemative solutions; (iii) possible alternate
bid Work Items recommended by the Design Engineer and the Project Director; and (iv)
recommendations on whether and how to divide the Work inlo separate construction

contracts.
“Project” has the meaning given in Section 1.2,

“Project Costs” means all costs 1o complete the Project, including, without limnitation, costs
for Engineering Work, Real Estate Work, bidding and construction contracting,
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Construction Work, and Contingencies, and excluding any of such costs that are incurred
exclusively for the benefit of one Party with that Party’s prior written approval.

“Project Director” means the individual designated by the Director and authorized to act
on behalf of the Managing Participant in the manner described in this Agreement.

“Project Property” means all easements, rights-of-way, and other real property interests
necessary or desirable to construct, operate, and maintain the Project.

“Project Schedule™ means the chart set forth in Exhibit D, which: (i) details the key events
related to the Work, along with respective dates; and {ii) will be updated from time to time

in aceordance with this Agreement,

“Real Estate Costs” means all costs associated with Real Estate Work, including, without
limitation, purchase costs, title documents and services, title policies, due diligence,
surveying, closing costs, environmental mitigation, legal costs, including court costs and
fees, and permitting necessary for acquisition or environmental mitigation.

"Real Estate Work™ means all Work required to secure Project Property, whether by
purchase or by condemnation.

“Representative” means the individual designated by and authorized to act on behalf of a
Participant in the manner described in this Agreement,

“Beserved Capacity” means that portion of the Transmission Capacity for each Segment
reserved to a Parly, expressed in peak MGD, based on its Paid Share.

“Segment” means one of the discrete portions of the Southeast Transmission Line depicted
on Extibits A-1 through A-5, as such discrete portion may be altered as agreed upon in
writing by the Project Director and the Representatives from time to time during the
Project. Each Segment represents a portion of the Project where there is a change in flow
due to a change in demand. Segments have been grouped together under separate
construction contracts to facilitate construction and to fairly apportion Project Costs among
the Parties.

“Southeast Transmission Line™ has the meaning given in Section 1.2.

“Supplementary Information™ has the meaning given in Section 7.3.2.

“ICEQ” means the Texas Commission on Environmental Quality, or any successor
agency.

“Technical Consultant” means the engineering firm enpaged by the Managing Participant
ko oversee the Work of each Design Engineer.

Page 9 of 39



2.2

3.1

3.2

“Transmission Capacity” means the water transmission capacity of all Segments to be
constructed under a single construction contract as set forth in Exhibits B-1 through B-5.
Without the need to amend this Agreement, Exhibits B-1 through B-5 shall be updated, or
supplemented, from time-to-time if the Reserved Capacity of any Participant changes
pursuant to this Agreement. Any such updates or supplements shall be prepared and dated
by the Managing Participant and shall be attached to this Agreement to replace and
supersede the prior version. No additional action shall be needed by any Participant.

“True-up” means the process for ensuring that each Party pays its Cost Share.

“True-up Statement” has the meaning given in Section 9.5.3.

“Unforeseen Condition” means an unanticipated field condition, regulatory requirement,
ot similar coatingency, including Force Majeure, which the Project Director reasonably
believes may require a revision to the Budget, the Project Schedule, or both.

“Work™ means any of the labor, materials, equipment, administration, and other similar
efforts and items necessary or beneficial for the completion of the Project.

“WEBS No.” means Work Breakdown Structure Number and refers to the construction
contracts under which the Project will be completed. Multiple Segments shall be
constructed under cach WRS No., as further described in Exhibits B-1 through B-3.

“Work [tem" means & discrete portion of the Work.

“Work Progress Report” has the meaning given in Section 5.3.

Exhibits. The exhibits listed in the Table of Contents are hereby incorperated into and
made a part of this Agreement.

ARTICLE 10
OWNERSHIP AND CAPACITY SHARES

Ownership of Southeast Transmission Line. The Managing Participant shall own and
hold legal title to the Southeast Transmissior Line; provided, however, that the Parties shall
each have an undivided equitable and beneficial interest in the use and benefit of
Transmission Capacity in accordance with their respective Capacity Shares, defined in
Section 3.2 below.

Caleulation of Capacity Shares. A Party’s pro rata share of Transmission Capacity in a
Segment (“Capacity Share™), expressed as a percentage, shall be determined by the
following formula:

AB=C
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33

3.4

4.1

Where:
A is the Party’s Reserved Capacity in a Segment {expressed in MGD).
B is the Transmission Capacity of that Segment (expressed in MGD}.

C is the Party’s Capacity Share of that Segment (expressed as a percentage).

Participation Table,

3.3.1 The Participation Table shall list each Party’s Reserved Capacity and Capacity
Share for each Segment.

3.3.2  The Project Director shall update the Participation Table within 60 Days of the date
on which the Houston City Council adopts a Cure Plan under Section 4.8 or
exercises any option under Section 4.10.

No Additional Capacity or Participants. This Agreement allocates 100% of the
capacity of the Project. Subject to Sections 4.8 and 4.10, no additional participants or
capacity allocations shall be allowed without amendment to this Agreement approved by
the goveming bodies of all Parties.

ARTICLE 1V
PROJECT COSTS AND COST SHARES

Calculation of Cost Share. A Party’s pro rata share of Project Costs (“Cost Share®) shail
be determined as follows:

4.1.1 For Project Costs incurred during Phase 1, the Parties shall pay the following:

Baybrook MUD 1 2.27%
Friendswood 4.65%
Houston 12.85%
Pasadena 0.05%
Webster 6.710%
CLCWA 3.72%
GCWA 59.82%
MUD 55 4 94%
Project Costs for Phase 1: 100%

As of the Effective Date of this Agreement, Project Costs for Phase | have been
incurred, and the Parties have paid the following amounts;

Baybrook MUD 1 $36,248.00
Friendswood $97.869.60
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4.1

4.3

4.1.2

Houston $231,987.20

Pasadena 30
Webster $121,430.80
CLCWA $202,988.30
GCWA 5$1,063,878.80
MUD 55 $57.996.80

The Parties agree that the Project Costs for Phase | shall be reallocated among the
Parties to reflect Pasadena’s participation in the Project and GCWA’s increased
participation in the Project. Said realtocation is reflected in the percentages set
forth in this Section 4.1.1 and shall be accomplished through a True-up made in
accordance with Section %.3.

For Project Costs incurred during Phases 2 and 3, a Party’s Cost Share shall be
determined by the following formula:

DxE=F
Where:
D is the Party’s Capacity Share for a Segment (expressed as a percentage).

E is the total Project Costs for that Segment (expressed in dollars).

F is the Party’s Cost Share for that Segment {expressed in dollars}.

[uty to Pay Cost Share.

4.2.1

4.2.2

4.2.3

Subject to the limitation set forth in Subsection 4.2.3, each Party represents and
certifies to the other Parties that it has or will have on hand and lawfully available
sufficient funds to pay its Cost Share at the time payment is due under this
Agreement.

In order to receive its Reserved Capacity, each Party agrees to pay its Cost Share
into the Account, through & series of Cash Calls described in Section 4.4, no Jater
than the applicable Cash Call Due Date.

To the extent this Agreement contemplates future financial obligations of any
Party, said obligations shall be subject to appropriation by its respective
governing body as required by law.

Budget. The Project Director has provided estimates of the Project Costs, as well as the
manner of caleulation of such costs and the Parties’ respective Cost Shares of such costs,
all as more specifically set forth on Exhibit C. The Project Director shall cause an
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4.4

4.5

updated Budget to be prepared regularly (but not less than quarterly} and provided to
the Participants throughout the Project.

Cash Calls.

4.4.1 The Project Director shall provide the Participants with written notice (the
“Notice of Upcoming Cash Call™) of: (j) the estimated Project Costs and Work
Items to be paid with proceeds of any upcoming Cash Call; (ii) the estimated
dollar amount due from each Party pursuant to the upcoming Cash Call, and the
caloulation thereof; and (iii) the estimated Cash Call Due Date. The Cash Call
Due Date shall be no earlier than 60 Days after the date the Project Director
sends the Notice of Upcoming Cash Call to the Participants. The Cash Call Due
Date for all other Cash Calls shall be no arlier than 60 Days after the date the
Project Director sends the Notice of Upcoming Cash Call to the Participants,

4.4.2 Except as may be apreed to in writing otherwise by the Project Director and the
Representatives, each Cash Call Due Date shall be: (i) for each Participant, no
earlier than the later of 60 Days after the dste the Participant receives that
particular Cash Call or the estimated Cash Call Due Date provided in the Notice
of Upcoming Cash Cali; and (ij) for the Managing Participant, 60 Days after the
latest Participant’s Cash Call Due Date. In no event shall a Cash Call Due Date
be more than 18 months after the date the Project Director sends the Notice of
Upcoming Cash Call to the Participants.

4.4.3 If a Participant pays the amount stated in the Cash Call after the Cash Call Due
Date, the Participant shall pay interest accruing on the dates and at the rate set forth
in Chapter 2251 of the Texas Government Code, as amended from time-to-time.

4.4.4 Any interest paid by a Participant under this Section shall not increase the
Participant’s Paid Share or Reserved Capacity.,

4.4.5 [f a Participant does not pay the amount stated in the Cash Call by the Cash Call
Due Date ("Nen-Payment™), the Project Director shall send the Participant written
notice of Non-Payment and initiate Efforis to Cure under Section 4.8.

Aceount. The Project Director may spend funds in the Account for Project Costs
associated with Work Items 30 Days after the Project Director makes & Cash Call for
Project Costs associated with such Work Items. For the proportionate benefit of the Parties,
the Finance Director shall be authorized to invest the funds on hand in the Account in the
manner permitted by Texas law. The Parties may advance funds into the Account and
accrie interest on unspent funds at the Interest Rate, In order to uphold applicable bond
covenants and avoid tax liability, the Finance Director shall use cuirent, applicable
government accounting methods used by the Managing Participant. The Project Director
shall calculate the accrued interest on the funds, and distribute the remaining proceeds from
such interest camed, if any, as part of the True-up.
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4.6

4.7

4.8

Additional Funds. If, due to an Unforeseen Condition, the Froject Director reasonably
believes the amounts in the Account are insufficient to pay the Project Costs and Additional
Funds will be necessary, the Project Dirzctor shal) notify the Participants of the Unforeseen
Condition and issue a Cash Call in accordance with Section 4.4 to request Additional
Funds.

Governing Body Approval Reguired. Ifthe governing body of a Party fails to approve
any item requiring approval in order to perform that Party’s obligations under this
Agreement (“Non-Approval™), that Party shall immediately send written notice of Non-
Approval to ll other Parties, and the Parties shall engage in Efforts to Cure under Section
4.8.

Efforts to Core; Cure Plan.

4.8.1 In the event of Non-Payment or Non-Approval by a Participant (the “Noticed
Participant™), the Project Director shall provide writien notice of the Non-Payment
or Non-Approval to the Represemtative for said Participant (the “Noticed
Representative™) that states: (i) the event of Non-Payment or Nen-Approval; and
(il) the date of 2 meeting (the “Cure Meeting”) to negotiate in good faith to cure
the Non-Payment or Non-Approvai (the “Efforts to Cure™). The Cure Meeting
shall be held within 60 Days of the notice of the Non-Payment or Non-Approval.

4.8.2 The Project Director shall notify the other Representatives of the Cure Meeting
and invite them to attend and participate.

4.8.3 The Project Director shall accurately record the discussion that takes place at the
Cure Meeting and any terms that the Parties agree 1o in principle.

4.8.4 Using the notes taken at the Cure Meeting, the Project Director shall send revised
documents, such as a tevised Project Schedule, Budget, or solicitation,
incorporating the Parties® previous Efforts to Cure (the “Cure Plan™). The Project
Director shall send the draft Cure Plan to the Woticed Representative for comments
and approval, and to the other Representatives for notice and comments.

4.8.5 If the Noticed Representative returns comments on the Cure Plan within 30 Days,
the Project Director shall send a revised Cure Plan to all Parties to address the
MNoticed Representative’s comments and any comments from the other
Representatives.

4.8.6 [f the Noticed Representative and Project Director agree to a Cure Plan, they shall
aubmit the Cure Plan to the other Representatives within 60 Days of reaching the
agreement. Ifnecessary, the Noticed Representative and the Project Director shall
subrnit the Cure Plan to the governing bodies of all Parties to seek an amendment
to this Agreement.
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4.9

4.1

5.1

No Cure Plan; Exhaustion of Efforts to Cure.

4.9.1 If the Project Director and Noticed Representative cannot agree to a Cure Plan,
then the Project Director shall send nolice to the Noticed Participant and the other
Participants that the Noticed Participant and the Managing Participant have
exhausted Efforts to Cure {the “*Exhaustion Notice™).

4.9.2 Following issuance of the Exhaustion Notice, the Project Director shall send the
Participants a report showing the estimated Paid Share of any Party not meeting its
Cost Share, subject to the AUP Report under Section 9.5 and Final Statement under
Scction 9.7, and the Parties shall amend this Agreement as soon as practicable.

4.9.3 Following issuance of the Exhaustion Notice, and subject to a Final Statement
teflecting the Noticed Participant’s Paid Share, the Noticed Participant and
Noticed Representative shall have no further rights to review, approve, or
comment under this Agreement as to the matters at issue in the Exhaustion
Notice.

Managing Participant’s Options. The Managing Participant, with the approval of the
Houston City Council and the consent of the number of Participants sufficient to
constitute more than 50% of the remaining Cost Shares of the construction contract,
identified by WBS No., affected by the Noticed Participant’s Non-Payment or Non-
Approval {the "Affected Contracts™) (inctuding Houston’s Cost Share but excluding the
Noticed Participant’s Cost Share), shall have the right to take one or more of the
following actions: (i) proceed with any Work associated with the Affected Contract with
the other Participants without review or comment from the Noticed Participant; provided,
however, that the Project Director shall continue to send the Noticed Participant all Project
Schedules, Budgets, and Work Progress Reports sent to the other Participants under this
Agreement; (i1) assume that portion of the Noticed Participant’s Reserved Capacity in
excess of the Noticed Participant’s Paid Share (the “Excess Reservation™} upon payment
of the Noticed Participant’s Cost Share for the Excess Reservation, with the right to retain
or sell at cost all or a portion of the Excess Reservation to another Party; {iii} modify the
Project to reduce the Transmission Capacity to eliminate the Excess Reservation, in which
case the Noticed Participant shall be liable for any Project Costs necessary to modify the
Project to climinate the Fxcess Rescrvation; and/or (iv) assign the Excess Reservation to
one or more of the other Parties upon payment of the Noticed Participant’s Cost Share for
the Excess Rescrvation.

ARTICLE ¥V
PROJECT MANAGEMENT AND SCHEDULE

Project Management. The Managing Participant, through the Project Director, shali
manage the Project in accordance with the Budget, Project Schedule, and applicable
laws and regulations. The Project Director shall provide the Participants an oppottunity
to review and comment on drafis of requests for proposals and bid advertisements for
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5.2

5.3

54

5.5

5.6

87

selection of the Design Engineer, Construction Contractor, and Consultant. The
Managing Participant shall select and enter into contracts with one or more Design
Engineer, Construction Contractor, and Consultant to complete the Project. The
Managing Participant’s responsibility to manage the Project pursuant to this Agreement
shall not change the nature of the relationship established in other conlracts between the
Managing Participant and the Design Engineer, Construction Contractor, or Consuttant.

Project Schedule. The Project Director shall maintain the Project Schedule. Any
revisions to the Project Schedule shall be made on a quarterly basis and distributed to the
Representatives.

Work Progress Report. On a quarterly basis, the Project Director shall update the
Representatives conceming: (i) the Project Schedule and progress of the Work; (ii) any
Unforeseen Condition; (iil) any change orders; (iv) any liens or claims related to the Work;
and (v) the status of the Budget, the Account, and processing of invoices related 1o the

Work {the “Work Progress Report™).

Bouds and Insurance. The Managing Participant shall require the Design Engineer,
Construction Contractor, and Consultants to provide adequate insurance coverage and
bonds, if bonds are required, to meet applicable legal requirements and protect the
Parties from reasonably foreseeable risks associated with the Work. The Project
Director shall have sole discretion as to whether to make a ¢laim on an insurance policy
or bond in connection with the Project. If the Project Director makes a claim and funds
remain afier payments to any proper third-party claimant, the Project Director shall
deposit proceeds from the claim or bond into the Account and may spend such funds on
the Project Costs or distribute any refund as part of a Trug-up.

Waork Access. The Project Pirector shatl provide the Representatives reasonable access
to the Work documents and Work. The Project Director shall have sole control over the
actions of the Design Engineer, Construction Contractor, and Consultant. The Project
Director shell have sole but reasonable discretion to decide what may significantly
discupt or delay the Work. Such Work access shall be during normal business hours and
subject to such reasonable safety rules and procedures as the Project Director may
impose.

Work Review. The Project Director shall investigate any comments on the work
submittals made by a Representative and take such corrective actions as may be
necessary and proper as determined by the Project Director.

No Guarantee, The Managing Participant’s uadertaking to manage the Project shall not
be deemed or consirued as a guarantee of the Project Costs or of the timely or successiul
completion of the Project in accordance with the Project Schedule, Budget, and plans and
specifications; provided, however, that the Managing Participant agrees to use reasonable
efforts to accomplish the Project within the Budget and Project Schedule. The Managing
Participant shall not be liable for failure to complete the Project for the amounts provided
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58

6.1

7.1

in the Budget or by the dates provided in the Project Schedule so long as reasonable efforts
are made to accomplish the Project.

Representatives,

5.8.1 Each Participant shall designate an individual to serve as its Representative and an
individual to serve as an alternate if the designated Representative is unavailable to
perform as required in this Agreement. The Participant shal! notify the Project
Director of such designations and provide contact information for both individuals.

3.8.2 Unless otherwise provided in this Agreement or required by law, each
Representative shall provide all necessary review and comments on behalf of its
Participant for revised Project Schedules, Budgets, Participation Tables, Project
Property and any other Work Ttem as requested by the Project Director.

5.8.3 The Representative shall respond in writing to all requests for review and comment
from the Project Director under this section, and the Representative shall mot
unreasonably withhold or delay such review and comments.

5.8.4 Unless otherwise specified in this Agreement or determined by the Project Director,
30 Days shall be deemed a reasonable period of time for response. A
Representative shall be deemed to have no comment on any matter for which the
Representative fails to provide a writien response by the later of: (i) 30 Days of the
date the Managing Participant sends a request for review and comment, (ii) the time
period provided by the Director to the Representatives with the request for review
and cornment, or {iii) as otherwise provided in this Agreement.

3.8.5 Notwithstanding anything in this Agreement to the contrary, a Representative
shall not be entitled to review, comment on, or approve or reject any matter
concemning a Segment in which its Participant does not have Reserved Capacity.

ARTICLE VI
PHASE 1

Preliminary Enpinecring Heport. The Parties acknowledge that, in compliance with
the Original Agreement, the Managing Participant engaged a Design Engineer to prepare
a Preliminary Engincering Report for the Project, provided the Representatives with
copies of the Preliminary Engineering Repori for review and comment, and received
cormnments from the Representatives in connection with the review and approval of the
Preliminary Engineering Report,

ARTICLE VUi
PHASE 2

Final Design.
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1.2

7.3

7.1.1 In accordance with applicable law, the Managing Participant shall engage one or
more Design Engineers to design one or more Segments of the Project. Upon
procuring the services of such firm, the Project Director shall provide the
Representatives with notice of the Managing Participant’s intent to engage such
firm, which notice shall inclnde: {i} the estimated Project Costs included in such
engineering contract; and (ii} the Parties’ respective Cost Shares of sane.

7.1.2 The Managing Participant shall engage a Technical Consuitant to oversee the
work of the Design Engineers. Upon procuring the services of such firm, the
Project Dircctor shall provide the Representatives with notice of the Managing
Participant’s intent to engage such firm, which notice shall include: (i) the
estimated Project Costs included in such consulting contract; and (i) the Parties’
respective Cost Shares of same.

7.1.3 Except as may otherwise be agreed upon by the Project Director and the
Representatives, upon completion of the 60%, 90%, and final plans and
specifications for the Project, the Project Director shall provide the
Representatives with copies of the plans and specifications, and any addenda or
supplements thereto, for review and comment. The Representatives shall provide
their comments to the Project Director within 30 Days of receipt of the 60% and
90% plans, and within 10 Days of receipt of the final plans and any addenda.
Each Representative, contemporanecusly with providing written comments, if
any, to the Project Director pursuvant to this section, shall provide a copy of its
comments to the other Representatives. [f requested by a Representative, the
Project Director shall schedule a meeting with the Representatives to review and
discuss such comments. After such meeting, the Project Director shall cause the
Parties’ comtnents to be integrated and included on such plans and specifications
where such integration and inclusion are practical, as reasonably determined by
the Project Director.

Real Estate Acquisition. The Managing Padicipant shall be responsible for the
acquisition of all Project Property. If necessary, the Managing Participant shall
condemn any land required for rights-of-way, sites, and easements for the Project.

Bidding and Contracting for Construction Work.

7.3.1 Subject to the requirements of Section 7.3.2 and applicable laws regarding
procurement, the Managing Participant shall solicit bids and enter into one or
more contracts for construction of the Project.

7.3.2  Prior to advertising the first invitation to bid, the Managing Participant shzll send
the Representatives the following information: (i} the estimated Project Costs
included in such construction contract; (i) the Parties’ respective Cost Shares of
same; (iii) the then-current balance of the Account and the allocation of such
balance to each Party (collectively, the “Supplementary Information™).
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8.1

7.3.3

The Project Director may, in his or her reasonable discretion, include in any
construction contract one or more work items to be performed for the benefit of
less than all of the Parties, but such items are not part of the Project and the costs
related to same are not Project Costs (“Non-Project Items™). If the Managing
Participant includes any Non-Project Ttems in a construction contract at the
written request and for the benefit of a Parlicipant, the Participant shall be
obligated to pay for its share of the costs of same in proportion to the Participant’s
benefit resulting therefrom and in accordance with this Agreement as though
such costs were Project Costs. If any Non-Project Items are included in a
construction contract and the Participant did not 1equest such items in writing,
the Managing Participant shall provide written notice to the Participant of its
intent te include the Non-Project Items in a construction contract and the
estimated costs of same, and the Participant shall not be obligated to pay for any
costs related to same. The Managing Participant shall list any Non-Project [tems
as separate line items in the bid documents for the construction contract in which
Non-Project Items are included. In addition, the Managing Participant shall be
responsible for sending invoicing for and executing work on Non-Project Items
as if they were part of the Project.

ARTICLE VIII
PHASE 3

Censtruction Contracts.

B1.1

5.1.2

8.1.3

The Project shall be constructed pursuant to the construction contracts identified
by WHS No. referenced in Exhibits B-1 through B-5, to be entered into by the
Managing Participant at such time as it is determined reasonably necessary by
the Managing Participant to achieve completion of the Project in accordance with
the Project Schedule.

The Managing Participant shall engage a Construction Manager to manage the
Construction Work. Upon procuring the services of such firm, the Project
Director shall provide the Represeniatives with notice of the Managing
Participant’s intent to engage such firm, which notice shall include: (i) the
estimated Project Costs included i such contract; and (ii) the Parties’ respective
Cost Shares of same.

The Managing Participant, acting through the Construction Manager, shall
administer the construction contract(s) in accordance with applicable
governmental rules and regulations. The Construction Manager will menitor, or
will cause to be monitored, the construction for general conformation with the
plans and specifications and to ensure that the Work is performed in a good and
workmanlike manner and generally in accordance with all applicable rules,
regulations, and requirements of the governmental entities having jurisdiction
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B2

8.3

8.4

8.5

9.1

2.2

over the construction of the Project. The Representatives shall be invited to
monthly construction progress meetings to keep current on the Project and offer
comments.

Work Change Directives. The Project Director is authorized, without prior raview and
comment by the Representatives, to issue a work change directive; provided, however,
that the Project Director shall notify the Representatives of the work change directive as
soon as practicable.

Change Orders. The Project Director shall submit any change order that increases a
particular construction contract price by more than 5% to the Representatives for review
and comment. [f a Representative does not make written objection within 5 Days after
receipt of the change order, the Managing Participant may assume the Participant has
no comments on the change order; provided, however, that additional time for review
and comment may be granted by the Managing Participant to the Participant upon the
Participant’s request if such additional time will not adversely affect the Project
Schedule or any timeline under the censtruction contract. If an ebjection is made by a
Participant, the Managing Participant shall reasonably consider the objection and use
good faith efforts to address it where practical.

Site Visits and Reports. The Project Director shall provide the applicable
Representatives with notice of and an opportunity to participate in any inspection and
walk-through, including participation in the development of final punch lists and final
acceptance.

Delivery Date. The Project Ditector shall send written notice to the Parties when the
Project is capable of delivering ihe Party’s Reserved Capacity.

ARTICLE IX
PROJECT ACCOUNTING AND FINAL STATEMENT

Payment for Work. As the Project Director receives invoices for the Work from the
Design Engineer, Construction Contractor, or Consultants, the Project Director shall
review and approve, disapprove, or modify such invoices and shall be authorized to draw
upon the funds in the Account, in accordance with the Project Schadule and Budget, for
payment of the same. The Project Director shall include a summary of this information to
the Representatives in the Work Progress Reports.

Cost Recovery Amounts. Cost Recovery Amounts shall include a portion of the salary
and associated benefits for each of the Managing Participant’s employees who track their
hours worked on the Project (each a “Direct Employee™), plus a portion of the costs in the
Managing Participant’s Fund 1001 that are not associated with salaries and benefits for
Direct Employees (“Oyerhead™), both of which shall be caleulated as described in Exhibit
C.
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9.3

4.4

Phase 1 Financial Accounting Report.

2.3.1

9.3.2

2.3.3

Within 90 Days of the Effective Date of this Agreement, the Managing
Participant shall initiate the preparation of a Financial Accounting Report
("FAR™} for Phase 1 (the “Phase 1 FAR”) in order to verify that each Party has
paid its appropriate share of Project Costs for Phase 1. The Phase 1 FAR shall
also verily that the Managing Participant used the funds paid by the Parties under
Section 4.5 in accordance with such section. The Phase 1 FAR shall be prepared
in accordance with the accounting procedures to be agreed upon by the Project
Director and the Representatives and shall take into account all Project Costs for
Phase 1, each Party’s Cost Share of those costs, and any interest accrued.

The Managing Participant shall cause the Phase 1 FAR to be completed within
1290 Days after it is initiated. As soon as the Phase 1 FAR has been completed,
lhe Project Director shall submit a copy of the Phase 1 FAR to the
Representatives for review. The Representatives shall have 60 Days to review
the Phase 1 FAR and to provide comments on same to the Managing Participant.
The Managing Participant shail address the Participants’ comments and approve
the Phase 1 FAR within 60 Days of date on which the Participants’ comments
are due unless the Representatives and the Project Director agree otherwise,
Notwithstanding the foregoing, the Project Director and the Representatives may
agree in writing to vary the aforementioned schedule for completion of the Phase
| FAR.

In accordance with the Phase 1 FAR, the Parties agree to “true-up” the payments
for Phase | such that if any Party has underpaid its Cost Share of Project Costs
for Phase 1, the Managing Participant will debit the amount of such
underpayment from that Parly’s allocation of the balance in the Account.
Conversely, if any Party has overpaid any such costs according to the Phase |
FAR, the Managing Participant will credit the amount of such overpayment to
that Party’s allocation of the balance in the Account.

Phase 2 Financial Accounting Report.

4.1

9.4.2

Within 90 Days of the date on which Phase 2 is completed, the Managing
Participant shail initiate the preparation of an FAR for Phase 2 (the “Phase 2
FARY) in order to verify that each Party has paid its appropriate share of Project
Costs for Phase 2. The Phase 2 FAR shall also verify that the Managing
Participant used the funds paid by the Parties under Section 4.5 in accordance
with such section. The Phase 2 FAR shall be prepared in accordance with the
accounting procedures to be agreed upon by the Project Director and the
Representatives and shall take into account all Project Costs for Phase 2, each
Party's Cost Share of those costs, and any interest accrued.

The Managing Participant shall cause the Phase 2 FAR to be completed within
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120 Days after it is initiated. As soon as the Phase 2 FAR has been completed,
the Project Director shall submit a copy of such Phase 2 FAR to the
Representatives for review. The Representatives shall have 60 Days to review
the Phase 2 FAR and to provide comments on same to the Managing Participant.
The Managing Participant shall address the Participants’ comments and approve
the Phase 2 FAR within 60 Days of date on which the Participants’ comrments
are dug unless the Representatives and the Project Director agree otherwise.
Notwithstanding the foregoing, the Project Director and the Representatives may
agree in wriling to vary the aforementioned schedule for completion of the Phase
2FAR.

In accordance with the Phase 2 FAR, the Parties agree to “true-up™ the payments
for Phase 2 such that if any Party has underpaid it Cost Share of Project Costs
for Phase 2, the Managing Participant will debit the amount of such
vnderpayment from that Party’s allocation of the balance in the Account.
Conversely, if any Parly has overpaid any such costs according to the Phase 2
FAR, the Managing Participant will credit the amount of such overpayment to
that Party's allocation of the balance in the Account.

2.5  Agreed Upon Procedures Repaort.

2.5.1

0.52

Within 90 Days of the date on which the Managing Participant’s issues a
certificate of final completion for the last Segment of Phase 3, the Managing
Participant shall initiate the preparation of an Agreed Upon Procedures Report
{the “AUP Report”) in order to verify: (i) that each Party has paid its appropriate
share of Project Costs for Phase 3; {ii} debits made from or credits issued to the
Account to any Party pursuant to Sections 9.3 and 9.4; (iii) the allocations among
the Parties of the balance remaining in the Account; and (iv} that the Managing
Participent used the funds paid by the Parties under Section 4.5 in accordance
with such section. The Managing Participant shall engage an independent
certified public accounting firm, with consent of the Representatives, to conduct
the AUP Report. The AUP Report shall be prepared in accordance with the
accounting procedures to be agreed upon by the Project Director and the
Representatives and shall take into account all Project Costs for Phase 3, each
Party’s Cost Share of thoge costs, and any interest acerued.

The Managing Participant shall cause the AUP Report to be completed within
120 Days after it is initiated. As soon as the AUP Report has been completed,
the Project Director shall submit a copy of such AUP Report to the
Representatives for review. The Representatives shall have 60 Days to review
the AUP Report and to provide comments on same to the Managing Participant.
The Managing Participant shall address the Participants’ comments and approve
the AUP Report within 60 Days of the date on which the Participants’ comments
are due unless the Representatives and the Project Director agree otherwise.
Notwithstanding the foregoing, the Project Director and the Representatives may
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2.6

9.7

9.8

4.9

2.10

i1

agree in writing to vary the aforementioned schedule for completion of the AUP
Report.

9.5.3 In accordance with the AUP Report, the Parties agree to “trug-up® the payments
for the Project. Upon the Project Within 60 days of the Director’s approval of
the AUP Report, the Project Director shall issue each Participant either: (i) a
refund, including any accrued interest, if funds deposited by the Participant are
unspent and remaining in the Account; or {ii) a statement of the amount of funds
that the Participant must pay into the Account before it may receive its Reserved
Capacity stated in the Participation Table (the *True-up Statement™),

TCEQ Requirements. Any Participant may request that the AUP Report meet the
requirements of the TCEQ for sudits of developer reimbursement from the proceeds of

bonds issued by districts subject to TCEQ approval. However, the ficm conducting the
AUF Report shall separately account for the increased cost of meeting the TCEQ
requirements, and only the Participants requesting that the AUP Report meet the TCEQ
requirements shall bear the costs of doing so.

Final Statement. Within 30 Days after a Participant pays or receives any funds owed
under the True-up Statement, the Project Diirector shall issue a written statement (the
“Final Statement™) declaring that the Participant does not owe and is not owed any
amount under this Agreement, and stating the Participant’s Reserved Capacity based on

its Paid Shars.

Paid Sharc. Regardless of any amount specified elsewhere in this Agreement or in the
Participation Table, no Party shall be entitled to Reserved Capacity above its Paid Share.

Inspection and Review. The Representatives shall have the right during normal business
hours and with reasonable notice to inspect the Account and the related books and records
of the Managing Participant during the term of this Agreement.

Additional Staff. At the request of the Participants, the Managing Participant will hire
one full-time staff-level employee whose duties shall include tracking expenses and
providing accounting for the Project, in addition to other similar duties relating to the
Project and are approved by the Managing Participant. The Parties agree that said
employee shall be a Direct Employce for purposes of Section 9.2, and that 100% of said
employee’s salary and benefits shall be part of the Cost Recovery Amount so long as 100%
of said employee’s time is dedicated to the Project.

ARTICLEX
METERING AND PRESSURE MONITORING

Conncction and Meter. Each Participant shall constrict, at its sole cost, water handling
facilities belween the Point(s} of Delivery and the Point{s) of Measurement and set the
water meter(s) at the Point(s) of Measurement under the mutual approval and inspection of
the Project Director and its Representative. Before any connection, the Participant’s water
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10.2

11.1

11.2

i3

11.4

aystem shall be disinfected in accordance with requirements approved by the Director.
Each Participant also agrees to provide an electronic connection accessible at the Point(s)
of Measurement. The Managing Participant shall install, own, maintain, and replace the
meters located at the Paticipants” Points of Measurement. The Parties agree that the
Managing Participant may repurpose the meters in use on the Existing Line, or may
purchase new meters.

Pressure Monitoring. In-line pressure boosting facilities downstream of the Point(s) of
Delivery are not permitted. Houston shall construct, install and maintain a SCADA system
capable of recording flow, flow rate, and pressure at each Point of Delivery with all data
transmitted to the Plant on a continuous basis. Houston shall retain such data and make
available to all Parties upon request. The Participant shall be provided access to such
pressure data on a continual basis.

ARTICLE XI
MISCELLANEQUS PROVYISIONS

Term. This Agreement is effective on the Effective Date and shall remain in effect: (i) for
cach F Participant, until the Project Director issues a Final Statement to that Participant; and
{ii) for the Managing Participant, until the Project Director has issued all Participants a
Final Statement. Upon receiving a Final Statement, the Participant’s obligations under this
Agreement shalt be discharged, and the True-up, Paid Share, and Final Statement shall be
cumulative of the Managing Participant’s and the Participant’s remedies under this
Agreement.

Farce Majeure.

11.2.1 Timely performance by all Parties is essential to this Agreement. However, no
Party shall be liable for reasonable delays in performing its obligations under this
Agreement to the extent the delay is caused by Force Majeure that directly aftects
the Party. The event of Force Majeurs may permit & reasonable delay in
performance but does not excuse a Party’s obligations to complete performance
under this Agreement.

11.2.2 Force Majeurs does not entitle a Party to extra payment or interest.

11.2.3 This relief is not applicable unless the affected Party uses due diligence to continue
performance notwithstanding the Force Majeure end provides the other Parties with
prompt written notice of the cause and its anticipated effect.

Severability, If any part of this Agreement is for any reason found to be unenforceable,
all other parts remain enforceable unless the result materially prejudices any Party.

Written Amcndment. Unless otherwise specified elsewhere in this Agreement, this
Agreement may be amended only by written instrument executed by the Parties’ goverming
bodias.
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tL.5

11.6

1.7

11.8

11.9

11.10

11.11

11.12

11.13

11.14

Applicable Laws. This Agreement is subject to the laws of the State of Texas, the local
laws applicable to each Party, the laws of the federal government of the United States, and
all rules and regulations of any regulatory body or officer having jurisdiction. Venue for
any litigation relating to this Agreement is Harris County, Texas.

Notices, All notices required or permitted by this Agreement must be in writing and are
deemed delivered on the earlier of the date actually received or the third Day following: (i)
deposit in a United State Postal Service post office or receptacle; (ii) with proper postage
(certified mail, return receipt requested); and (iii) addressed to the other Party at the address
provided in the 2001 Agreement.

Captions. Captions contained in this Agreement are for reference only and have no effect
in construing this Agreement. The captions are not restrictive of the subject matter of any
section in this Agreement.

Non-Waiver. [f any Pariy fails {0 require another Party to pecform a term of this
Agreement, that failure shall not prevent the Party from later enforcing that term and ail
other terms, [f any Party waives another Party’s breach of & term, that waiver shal! not
waive a later breach of this Agreement.

Enforcement. The Housten City Attormey, or his or her designes, may enforce all of the
Managing Participant’s legal rights and obligations under this Agreement without further
authorization.

Ambiguities. If any term of this Agreement is ambiguous, it shall not be construed for or
against any Party on the basis that the Party did or did not writs it

Survival. Each Party shall remain obligated to the other Parties under all terms of this
Apreement that expressly or by their nature extend beyond the expiration or termination of
this Agreement.

Remedies Cumulative. Unless otherwise specified elsewhere in this Agreement, the
rights and remedies contained in this Agreement are not exclusive, but are cumulative of
all fights and remedies that exist now or in the future. No Party may terminate its duties
under this Agreement except in accordance with its terms.

Entire Agreement. This Agreement merges the prior negotiations and understandings of
the Parties and embodies the enlire agreement of the Parties regarding the Project. No
other agreements, assurances, conditions, covenants (express or implied), or other terms of
any kind exist between the Parties regarding the Project.

Effect on Prior Agreements. This Agreement supersedes and replaces the Original
Agreement. This Agreement does not alter or amend the Plant Agreement except to replace
Exhibit J of the 2007 Amendment with Exhibit A to this Agreement, which shall oceur
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automatically without further action of the Parties upen final completion of the Project. If
there are any conflicts between the Plant Apreement and this Agreement as they relate to
the Southeast Transmission Line or the Project, this Agreement shall control.

11.15 Agreement for Operation and Maintenance. The Parties agree to negotiate in good faith
an agreement for operation and maintenance of the Southeast Transmission Line and the
Plant, which agreement will supersede and replace the Plant Agreement, to be effective no

later than the date of substantial completion of the Project.

IN WITNESS WHEREOQF, the Parties have executed this Agreement in multiple copies,
each of which is an original, This Agreement is binding only after all Parties have signed this
Agreement. Each person signing this Agreement represents and warrants that he or she is duly
authorized and has legal capacity to execute and deliver this Agreement. Each Party represents
and warrants to the other that the execution and delivery of this Agreement and the performance
of such Party’s obligations hereunder have been duly authorized and that this Agreement is a valid
and legal agreement binding on such Party and enforceable in accordance with its terms.

{Signatures appear cn following pages.)
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ATTEST/SEAL: BAYBROOK MUNICIPAL UTILITY
DISTRICT NO. 1

By: By:
Name: Name:
Titdle: Ticle:
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ATTEST/SEAL: CITY OF FRIENDSWOQOD, TEXAS

By: By:
Mame: MName:
Title: Title:
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ATTEST/SEAL: CITY OF HOUSTON, TEXAS

City Secretary Mayor

APPROVED: COUNTERSIGNED:
Director, Houston Public Works City Controller
APPROVED AS TO FORM: DATE COUNTERSIGNED:

Assistant City Attorney
L.D. File No.
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ATTEST/SEAL: CITY OF PASADENA, TEXAS
By: By:

Name: Name:

Title: Title:
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ATTEST/SEAL: CITY OF WEBSTER, TEXAS

By: By
MName: Name:
Title: Title:
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ATTEST/SEAL: CLEAR LAKE CITY WATER AUTHORITY

By: By -
Name: Name:
Title: Title:
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ATTEST/SEAL: GULF COAST WATER AUTHORITY

By: - _ By
Name: Name:
Title: Title;
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ATTEST/SEAL: HARRIS COUNTY MUNICIPAL UTILITY
DISTRICT NO. 55

By: By:
Mame: Name:
Titte: Title:
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EXHIBIT A
PROJECT MAPS

See attached Project Maps labeled A-1 through A-S, which depict the Southeast Transmission Line
in its entirely and by Segment.
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EXHIBIT B
PARTICIPATION TABLES

See attached Participation Tables labeled B-1 through B-5.
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ExhibitB -1
Southeast Transmission Water Line Contract Pertfclpation Summary

ity o W kb sber T.B% #1531 589
s W Cooaaer, W' atmer Autherily [EEVA) 50 5% 515220 514
|ty o Friendnweed &5% %2,009 559
Brptvook MUD L 15% 41,450,305
HE MLD B55 A8% 41,585,250
Hohear Laka £y Water AuAherity [TLOWA) 13.5% At
of Hiristen 11 % 51918010
ko of Pasagera 0.15% £ag, 743
| Toual 100.0% £42,143,000
¥ A0 - R P
(3] ol o e o S Eps e ol HECTFER) ey, B 10 50

mgndw;bm 1% f1548378
[GuH Coavt Water Author iy (GEWA] 12.0% 16307 5M
ity ol Friendswnod £ s lla0Te
[Baybrnci o 3 s £1,461,130
HE LD BSS 45% £1,551176
Laka City Watey Authedity [[LONA) 13.9% b, MR, 192

of Rauston 9.7% £1,041,53]
Tirtal 100.0% S34,214,000

Oty of Wibster 10.7% $2,763423
GLY Coast Water Authority [GOWA) bl 418,876,497
ity of Frimdiwesed 2.5k ar62, 151
5 yberooi MLED 1) ii% 53,086
HE MU D #55 156% $506, 312
Chear Laka Sty Wiker durther iy [LOWAY 8% §325,550
[Lity of Hicuston LN 5545581
Talil 100G 0% 25,754,000

ity of Hourlon EER ) N 67708
ity of Webater £2% 41,770,713
[savtrock weun 2% L08T,ELD
IHC MUD 155 19.4% 45,518,553
City of Friendiwoed 16.3% 57,501,001

Tead| 100.0% $78.545,000

O Ppo Rata Shane perrentngt thiodaned 33 ¢ percentage of emch gartadphed's ect of e Lot it P ks Whivs parcencig e odaied to Len desoali
Aot shown o fde

B Rrodect costy for thee tegmerd, Mhedes Engraereg Costs, el Exate S, CaaraTion Costs, wed Coesrparcml, snlipt ey of Hich coss that are asred
enduarphy for the Eanae of ara Fary acf wih chig Farty's prier s loermeal.

Total Project Cost™ {Contracts & + B + €+ Dj $117,813,000

10/5/2013



ExhibitB -2

Southesst Transmission Water Line Cantract Participation Table

WBS5 No. S-000300-0243 [CONTRACT A)

20,800 LF of 5d-inch Water Une along Ezsements from Grayzon Street to HCFCD Channel No, 8-1034-05-00

by of Wiekrit 5.23| 7. $276,892
i Coast Wirter Authority f50WA) FEA 19.5% 5L T0.0H0
Caty of Friendrrsad .84 64K 523014
ok MO PL 137 5% S1E1,820
|we nenp ass 185 (& $154,012
e Lakd City 'Wiaker Autherity {CLOWAY 10,03 13.2% X N1 H
Dby of Hosrehon 9.6 12.7% 555,892
Loty of Pasders 104 irs S5, T4E
Totad] T5685 100.0% $2,536,000

L

Ly s = SR
[y ot wbster 78% $1, 144805
Cotet] Wt it oot iy [GEAR) 750 0.i% [k LA 7]
City of Friendswood L} ) 5% SO5E005
Byl ook MUD 41 137 5% SEGOAES
JHC ML 855 355 [ Wrat 657,187
Chatr Laka Crby Wik Aurtharity ECLCWA) 1000 134% 31,966, 718
oy of Howston LR 11 8% 51805935
Tork T 100 0%, 55&”&
o 0 1 05100
LA 793% 53,089 89)
Gl Cowst Waker Autharity {GOWA) 3750 510% £3.073, 00
iy of Frisnd pwood Iy~ E.E% $915420
Barpheook MU 81 3.37 185 SE3E.020
HE MUD #55 158 143% $6E9.921
Chear Lk Gty Wk Acrbhority [CLOWA) 10,00 11.61% $1.837. 107
Gty of Fom oy &40 114%% 51585341
Total 145 2000 313,070,600

L D B S i
City of Webster FAEM 52,521,589
Al Croke] Wirber Ruthor iy 15 5W0A] 505% S1E 2311574
Tty of Frimmd pivood LA 2,099,350
Eayburock MUD #1 15% 51,460,305
HE MU0 55 43% 51536430
Chear Lake City Watar Authority {CLOWA) 13 5% $4,379,097
oty o Howstton 12.7% L350 0H
City of Passdens 0.15% S5 TR
Totad| A 000 $312,143,000]

A The cepacity 4 Prtiopel haym the Segrel

N peecent of the {otal orpactty mich Partcipal has In o Seemare. Totsl Choacity for Thil STt 3 biied &% Bveia ol i g pecformad 2 part of

o Feasiilty Study Report.

M Bromct Covla For the Sepmat, Includen Engleer i Cosla, Fead £xtate Tobls, Constnction Gasts, A ConCimgIRnches, ARLand oy O Sy LT LMAE Ik
T exchushoely for the Benelt of oo Farty and with TRt Parry's prior mTtles approsal
M e Mt S prath o crlorted o p persertape of eech parlcipart's cost of the 1ol project cost Pro Kate SEAnE g eraad s cakoufa ok Bo Cie

crorrale nal showm on teble

™ Thee mm of che ooel § PartScioant han bn 38 DR Sk@red RS DAL o anndd Chl e e bk EonEfkeE.

Booraract & = Seprendsil + 2+ 34)]

10/5/2018



ExhlbItE- 3
Scutheast Transmisslon Water Line Contract ParticTpation Table
WBS No. 5-000900-0144 [CONTRACT B}

Hoiy of Wibier

$174.960

101

FEUH Coast Waler Authority (GOWA] 150 510 L7520
[city off Friendsurad LN.T] 5.5 5126, 542
Baybrook MU 11 337 4 6% SR8, 102
HE MUD #5E 355 485 L1084 975
Cear Luke Gty Water Authority {CLEWA] 10.00 1365 SAET A2
ity of Houston a4 11.4% S3LEle

Todal 73,49 100.71% S1a3r000

Fp e

Gty of Webster

%

383 SLLITS5E
il Coarst WaTer Autharity [GOWA 1150 525% $2.215275
ity ol Fraendrwond 54 5% 935,068
lh-.hwt MUD EL 37 A4 wes 197
| MuD Rss 355 5.0 SART 450
Chear ik Gty Water ALttharsty (CLOWA) 10.00 14.0% 41,975,145
Oty of Houston 63 EE% 51,210,068
Total TL3 100 0% 418, 751,000
v TR L
$564 380
£3,517,250
ity of Friendiwaod I 5468520
|yt ok LD EL 337 §323.830
HIC WAL 55 355 5304, 500
e Laka City Wt Authority {CLOWA) IG00 14.0% 964 500
oty of Fameton 63 AN $606, 120
Taul' L3 Lol 46,890,000

Ty of Wekstar

583
W Coast Waker Authority (GOWAR 1758 £3,718575
ity of Frlendnwend 484 54160
Barybroak ALK i1 337 £a32, 801
HC MUE 355 355 a5, 151
Chear Luke City Wiater Authority [CLEWAL 1000 14.0% 531,620
Oy of Houston E3 14% 623 M
Tets 7133 100, 37,083,000

& Toup iypecty § Farlgpirt hui i dea Sagmant

A Pt o Ehb Bt cagaeity wboh Puroited hai i B Sagraent. Total epaedty for the segrrcd e besd on bredniods maleling performsd wi gt of o Faacisiloy

Seydy Rapert,

3 Preqet a1l Far Chit SHPREC, oot Enpineering Comn, Real B e Costx, Constriscton Covla, and Cor tingirain, ducipt Sry of laoh eercll UFat 304 incemed
erchistoaly For e bamefic of o Party ard wich that Party’s prior mrkiten mpermal
A Pro Aate Sare percentaper oAt ed 23 4 perrertrgs of wich paTiopeot's ol o vl Bl peoMiT ool o ke Ssare peroentapes clodated to ten dearrahi it

Wermn on tabhe

A i w2t oat 0 Ptk ipat b in pll ERY el thaf San s Tl MGphER okt
Feortract & v egrante (K. £ 5 ) & v corse | 1§

10/5/2018



Exhibit B - 3
Sautheast Transmission Watar Une Contract Partiipation Table
WES No. 5-000900-0144 (CONTRALT 8]

15,100 LF of S4-Inch Water Une afong Easements from HCFOD Channel No. B-104-05-00 ta Clear Lake City Pump Station Ha. 3

T Pl

T

Caty of Wabster L1540

GLHF Coast Watar Authority (GOWA) 416,307,570
City of Friendsvoed 1,112,074
Barybrgeck WD #1 5146113
HC 2410 453 $1551,178
Clear Lake By Water Lanhadity [CUCWAY 8424 792
ity of Houston £3,041 530

Total| 531,471,000

O The capacity s Partisrans bl b e Seproenl
B Percent of th ot Cupachy Rick Nriciopet b i the Sagrient. TOUW Capanctty Rer Kl i W Baiord pn Prydeaul eocdeling perfemied as pam of tha Bty

Studhy Repors

P rodect sty for the St ek, Egiaing Sori, Rreal £rute Gt Cokinuctien Cen, sf Contigwnch, et iy of such (ot that ars infuad
enchstvely for the banai of St Pt snd with Chal Facthy's srior mmiilen sporoad

¥ Pres Mata Share prcmmc s cHkorivdwd 213 T OF £3ch BArERAns oo oF B Stel project SorL o Rt s Shasm parcantages £ diisd o b drorrah Aol

Ehtrmaly Cow LA,
5 Tea parm oF the st o Facticipand has in all chat Liyriaias Tl comtitetr Ehe repecti Gomtract.

fsmtract b v beprmests (P8, 4 5, 5 + Tewcowuns (1§

10/5/2018




Exfibit B4
foutheast Tranamission Water Une Contract Particlpation Takie
WES Mo. $-000900-0145 {COMTRACT C)

4,600 LF of 4B/42/16-Inch Water Une 2long Easements nnd Highway 3 fram Clear Lake Clty Pumnp Statlen Ne. 3 to Magnalla
Avenue and Ahandonmant of the 42-Inch Water Line aleng Oid Gatveston Rcad

LR [Py Hh
ity of Webiber 192 Lox LIFERED)
it Coast Watwr Aythority |GOWA] TE B.1% $1.914 182
[Tty of Friendnwead 454 A% L1748 64
Byt ML 01 337 AN G165
HE ML FES 355 518 51T H2
Dy of Houdon EX DAk 91 69
Tipeal TR 10000 $4,562,000
1 a 0 [
Caty of YWebster
Gulf Cokst Water Authadity {CWA] 3750
Touwl| 042 100 0% $16,715,000

1.% T - F. = ol [}

City el Wehstar : 2.1% §314,805
G Comst Waler Autharty (GEWAL m17 % 51,440,735
Citey of Frinnwd ravncd 454 11.1% 13,505
Brryborconk, 1D W1 3.3 A% 4 M0 A0
HC ML 55 2839 BE% L1800
Chear Lake City Wirter Authority IELOWA)Y 212 210 25,550
ity of Houston 116 LI §93,285

Terka 4353 10 0% $I 455,000

ity of Webstar

176323

oA Comet Wiaker Autheesty [GOW0RY .% 519,876,497
ity of Frigrafywocd 296K $762,1%1
Burpbyr ool MUG ¥1 FyLY 5534, 088
HC MU #55 196% 5506,3138
Clgaw Laky City 'Waler ALthovity {CLOWA] 8% 4715550
ety o et o 2.18% 4545 081

Total 100.0% 4§25, 754,000

W The cagacity 3 Farlicleact kai Ol Sapmes.

A Perpend of the bt mepecity dulth PUetspara bad i B Segrent Talal crpmaly For the digrvent b bused on hydrrik madeling prefes rad o gan 24

th Frastding S oy dapen

N Bt o Foor thl SEgrett, Hechedes. Enpiruraring Sovia, Ryl Edline Coums, Constriactson Losis wg Coringreaciad, Lacapt amy of Guch ozt sh we

i bbby for O et of G Party anad with that Jicey's e weiclen apgme s
M pereGrgen hamed s Char maniing, Shenetedrant 0o Cost Sharing dgrremed Southiut Winer Purtfeation sant (hestated pod A grdicd|” Doecrie

M Prg Bada Shary paretapen chkudided 18 paroeclage of each particlpant’s covl of U et pooject ot Pra Race Shark perantapal ool alied 16720

shecr aly nect; phomm gt Tk,
Ty gerw of Ch Cod & PRt P b o cha sepmieeiy g eon @00t thi rEperve TooArT-

Farires O = Sagman1aT « B+ 9] ¢ nlemonned 3] + Abarcfotuiine]

10/5/2018



ExhibitE- 5
Southaast Transmission Water Una Contract Pacticipation Takle
WhS Mo, 5-000900-0 145 (CONTRALT (3)

12,800 LF of 35-inch Water Line south of Bay Area Boulavard, parallel to HCFCD Exsemant Unit A-111-00-00
and along W. Medical Center Boulevard fram Kighway 3 to Beamer Road and Abandonment of
the 28-Inch water line along Bay Area Boulevard

i T23 :
£3,261,343
Gty of YWelster 1in] BN 512,354
Burylireol MWD #1 337 1T $1,T4358)
HE pAu w55 355 5% S1830 654
ity of Frierdrwood 184 4% $2.502,663
o] 19,06 100.0% $3.553,000

s

IOty o Housten [ ) ELRL 3 S1.951 195

Ty of Wibater 100 iiN HS1LEN
Baybnook MUD 81 337 e SL5TE 32
HC W DD rs5 L] 1L S1ESRITE
Dty of Frlendtwcon] 48 154% Ly i TR |
Tl 1508 LN 34,516,000

T2 RN R e o e R
TR A

440 Ho ¥ 546,47

L.0o 5H% £133,354

Baybrook MUD K1 437 156% HTIH
HC MUD #55 355 T ST
Tty of Frland hurid FET] =% 5643 504
Totad 1716 10,0 $2.243.000

R BT A
L EEE AL

§L5679.53
ity of Winbiter 100 QLY LR
HL MUD #55 155 15T $1,353.10%
ity of Frendywocd 454 I5L% SLEAS.015

Totu| 13,79 100.0% $5.265,000

B The sapasty m Factic g =1 I bhar Eagrvaee.

5 Muroarn ol ' total capachy Each Particiant hit i The Segrment Total capadty Jor Line SEQreant bs Baii g dysea s relalrg perloered as s of tha
Feanitity Hhudy Report

H Prap oo B o Aijruwd, bbb Enginearing Costs, Real Eswty Soila, Comtruction $ows, and Cortingmnehis, Eohpe 1y of duch cimls T we Ipcurred
EaChrabe) for i bt o oneg Party weel it Bt Farhy's prics” mrittin s ovel

HI pay Area Peplicevent Trosswise 'Witer L,

B Perrentapes kased on the enstng "Amindmerd £ Cost tharg Agreamant Sousheast Wiler Pusireation Hw (lestated srd SmendsaP Contract

9 Bro hets Mure peaeriape riouiated a0 b parsinrigs o wach particlpant's cost oF e total propect cout s ks thara prreeedages calculated o ten
demrah r e on table.

7! Tha S of Tt 20 & Piticip et han bn 2N Lhee Segreents Ehat Sofri,tu tha frepecthos Sorirpct
[Cowternen Ce Sagrraran {19 +11 + 12+ 13} + IproTonriTs (5 + T+ ki Abyndonmet

10752018



ExhibitB -5
Southeast Transmission Water Une Contract Participation Tabla
WAS No. 5-000900-0144% [CONTRACT D)

12,800 LF af 35-Tnch Water Line south of Bay Area Boulevard, parallsl to HOFCD Easement Unit A-111-04-00
and nfong W. Medltal Centar Baulevard from Highway 3 to Beamer Road and Abandonment of
tha 24-inch wates line along Bay Aren Boulevard

Crty o W ebisler 1B £.a% 493,034
|rarytrosesk meLIEE W3 3z 113% $168 264
HC 1 LD 455 4152 155% S215.040
xty o Frlendswend 484 1A% $242,335
Totsl| [TXTT) 103.0% 1368000

ity of Heurtton 312 49,677,084
ity of Websiwr E2% 51,790,713
Barybrock ML #1 TR 54,067 543
HE MUID #55 L4% 55,519, 553
Chity of Fréendiwood Hwa% 57,501,001

Toul 100.0% $18,545,000

0 Thop cpp ity i BIrUCipant has in the Segreent.

B prrmert of e total crpacity i PR s i the Segmend. Total copasity B th gmant b based on Irpdraks recabeing Fartamad 2n part of the
Frasbl ity Shudy Leoort,

™ progect dorcty or thet Jegmard, inchohs, Ergieanecing Cocts, Real Evieie Costs, Corplruetinn Doty e CONMEngend s, Escet smy o much vl that are ioored
athbely koot B beraeb of ona ety e mieh Bl BIAYE priar iriten g el

" by Ae Parples duruend TPRARMGESCSY WIbEr Lk

1 i Bk e B BT AT 10 Com Sharng Mt Seutheadl Warter Purficptin Mird [Racuitid 2o Aonerded)! Costredt.

M jro Mt Burk peie g sl oated a3 perertipe oF pach perticis oty e o the betal project st Fro At Mk persartages cioulated to tes
eraly ot shomn o Ealble

73 Thop s oo Pl 2T b Partipans by i ol e megreeey thit eyt dhl rapecthee Comtrast
Feorarkes [ = Sgmacan {13 + 11 + 12 # 13] + nterrorcecty (b + T+ [ AR ndunemn

10/5/2018



EXHIBIT C
PROJECT BUDGET

See attached.
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Euhilel €-1
Skt T i Wirtdr' Liret Eopbriec] Amengmgmt; feoject Qupral hudges

S T 3 o FAFETS, x = ——
Zhow : ] e R 5 3 PEES

kot W Mo, 3OO0 (AL (LA (), 2ridt BC) I Sl M) el Tk al Srviees (h/tuvidinio 1]

Gy o ‘abratar $1E7E0 $1556.680 41,005,328 LLE L SRS
Gl Coast T Autheeity [GOWA] 10,00 500 ERFE N AT) LA M7 S1EAE S $42,406, 041
Coy of friermacd S51L071 SLE 110 §1,744, A% 56,610,937 AT
lrm:wun n SLML7H 51110418 ] §3,43, 449 53,ER6 016 111N
HC MU 154 i 51037559 1,178,852 1.1 M SN $84201%0
Clear Lake Cey Waker Authonty (CLEOWA} L R ] 53,30 Sebd DLW L0016 HALAT
vy o Hewsctom S1,053,100 $2.011,481 53,264 016 4,300, M6 $17. 230
Ciry of Paadara 15 -H L FMME L AR
TOTAL 423100071 E-IT ML) §26, 70008 H L fprauam

9 vl
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EXHIBIT D
PROJECT SCHEDULE

See attached.
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EXHIBITE
CASH CALL SCHEDULE

See attached.
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Exhibit E
Southeast Transmission Water Line Contract Amendment Project Cash Call Schedule

o Partidmants Frl3a T Fri

Meslicer uF Tlgmivning Cash € ' I b 019

ConkCall Thate R R '5 TR0 AR HIZE

Cash Ll Dup Tate ] (2¢7013 . S ETFA020 51450023

Babeook MUD 1 1,512,725.00 . 1,110.415.00 1,247 448.00

A3
Lk 1824021
216 2022

310

1,686,576.00 7.513,168.00
Oy of Friendswand 2,511,000.00 . 1,50%,115.60 1,744, £4E.00 §,613 556.00 12,474,792.00
Clty of Houston 3,453,134.00 - 2,311,483.00 3,264,000.00 8,203,949.00 17,232,636.00
Oty of Pasadena 7,902.00 - - 38,845 00 25,747.00
City of Webster 1.472,813.00 . 1,436,660.00 2,095,322.00 3,694, 250,00 9,504, 051,60
Fledr Lade City Water Sutherity (Chowa) 1,900,771.00 . 3,304,964.0¢ 5,597 78700 £00,418.00 5,403 438.00
it Coast Water Autharity [0WA) 1004, 568,00 . 12,393 616.00 15.479,407.00 16, 44B.A48.00 52,406,032 D0
HE MUD 55 1,837,556.00 - 1,178,851.00 1,376, 422.00 4,328,897.00 .177,179.00
Tatal i 2312050100 3§ - % 2311200 5 7670940500 5 240140000 5 117.813,000.00

""" The dates and amounks are retely estimates and the Project Direstor rmay ypdate the schedu®e In accardanee aith Section 2.1






Exhibit C

Capacity Reservation Contiact

[Attached)
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UNTREATED WATER RESERVATION CONTRACT
BETWEEN THE CITY OF HOUSTON, TEXAS AND
GULF COAST WATER AUTHORITY

THIS UNTREATED WATER RESERVATION CONTRACT (this *“Contract™) is
made by and between the CITY OF HOUSTON, TEXAS, a home nule municipality of the State
of Texas ("Houston™), and GULF COAST WATER AUTHORITY, a conservation and
reclamation district and body politic and corporate of the State of Texas (the “ Authority”) (cach a
“Party” and together, the “Parties™), effective as of the date countersigned by the Houston City
Controller (the “Effective Date™).

RECITALS

WHEREAS, Houston and the Autherity are parties to the “Cost Sharing Agreement,
Southeast Water Purification Plant (Restated and Amended)” dated June 22, 2001, approved by
the Houston City Council by Ordinance No. 2001-417 and referred to as Contract No. 52797, as
amended on September 27, 2007, approved by the Houston City Council by Ordinance No. 2007-

927 and referred to as Contract Ne. 52797 (the “Cost Sharing Agreement™), for construction and
operation of the Southeast Water Purification Plant (the “Plant™) and delivery of raw water from

Houston to the Authority; and

WHEREAS, pursnant to the Cost Sharing Agreement, Houston delivers to the Authority
31.5 million pgallons per day (“MGD"} of untreated surface water (the “Existing Water

Commitment™); and

WHEREAS, the Authority desires to obtain an additional 20 MGD of untreated surface
water from Houston for the benefit of the City of League City, Texas; and

WHEREAS, Houston and the Autherity are negotiating a cost sharing agreement for the
design and construction of a new water transmission line (the “Southeast Transmission Line
Project”) that will deliver treated water from the Plant to the Authority, among others; and

WHEREAS, WHEREAS, Houston is willing to reserve and deliver to the Authority an
additional 20 MGD of untreated surface water subject te the terms and conditions set forth in this

Contract.

NOW, THEREFORE, for and in consideration of the ttual promises and agreements
set forth below, the Parties agree as follows:

The Parties agree that all matters set forth in the Recitals above are true and comect and are
incorporated in this Contract by reference, including, without limitation, all definitions of
capitalized terms used throughout this Contract.



ARTICLEI
DEFINITIONS

1.01 Dehinitions. When nsed in this Contract, the following words will have the
meanings set forth below:

Contract Quantity means 20 MGD of untreated water to be reserved and delivered by
Howston to the Authority under the terms of this Contract.

Delivery means the provision of untreated water through the facilities and frem the
locations as specified in the Cost Sharing Agreement.

Director means the Director of Houston Public Works, or the Director’s designated
representative. The Director is the “Utility Official” sometimes referred to in the City of
Houston, Texas Code of Ordinances.

Existing Water Cemmitment means the current provision of untreated water by Ilouston
to the Authority as specified under the terms and conditions of the Cost Sharing Agreement.
The Existing Water Cornmitment is 31.5 MGD.

Houston Water Management Requirements means the requirements in Article VIE,
Chapier 47 of the Houston Code of Ordinances, as amended, related to water conservation,
drought management, plumbing code, or similar policies and any authorized and
subsequent policy document issued by the Director.

Payment means those annual payments of the Reservation Fee required by Houston from
the Authority for each nwelve-month periad, beginning 30 days after the Effective Date of
this Contract to secure the reservation of untreated water wnder the terms of this Centract.

Plant Expansion means the future expansion of the Southeast Water Purification Plant to
increase its rated production capacity by at least 20 MGD, the Contract Quantity, in
accordance with the terms and conditions of the Cost Sharing Agreement.

Reservation Fee means that amount specified in this Contract that reust be paid each year
by the Authority to secure the benefits of reserving the Contract Quantity under this
Contract.

Southeast Water Purification Plant or Plant means the Southeast Water Purification
Plant managed by Houston with various co-participants, as fully described in the Cost
Sharing Agreement.

Southeast Transmission Line, or Southeast Transmission Line Project means the yet
to be constructed transmission main delivering treated water to the Autherity from the Plant
pursuant to the teoms and conditions of a cost sharing agresment.
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ARTICLE Il
WATER RESERVATION AND DELIVERY

2,01. Reservation of Contract Quantity. Subject to and conditioned upon the
Authority’s payment of the fees described in Sections 2.02 and 2.03 below, Houston shall reserve
and deliver to the Authority the Contract Quantity, which amount shall be in addition ta the
Existing Water Commitment. The Authority understands and agrees that the Contract Quantity
shall not be available for delivery unless and until the Plant Expansion and Southeast Transmission
Line Project are both completed and operational. The Plant Expansion, if undertaken, shall be at
the Authority’s sole cost and expense; provided, however, that: (i} Houston may elect, at its sole
cost and expense, to oversize the Plant Expansion to provide additional capacity to Houston; and
(it} each of the other parties to the Cost Sharing Agreement shall be given an opportunity to
participate in the Plant Expansion in accordance with Section 3.7 of the Cost Sharing Agreement.
Notwithstanding anything herein to the contrary, Houston shall be under no obligation to undertake
the Plant Expansion without adequate assurance, as determined by the Director in his or her sole
discretion, that the Authority has sufficient funds available to fully satisfy its share of the Plant
Expansion costs.

2.02. Rescrvation Fee. To reserve the Contract Quantity, the Authority shall pay
Houston an annual Reservation Fee calculated as follows: (i} from the Effective Date until the
Southeast Transmission Line Project is completed, the Authority shall pay Houston 10% of
Houston’s then-applicable raw water rate multiplied by the Contract Quantity; and (ii} from
thereafter until the Plant Expansion is completed and the Contract Quantity is available for
delivery, the Authority shall pay Houston 25% of Houston's then-applicable raw water rate
multiplied by the Contract Quantity. The Authority shall pay Houston the initial anoual
Reservation Fee for the current calendar year within 30 days of the Effective Date of this Contract.
Thereafter, the Authority shall pay Houston the subsequent Reservation Fee on or before
September 1st of each calendar year during the term of this Contract unti! completion of the
Southeast Transmission Line and the Plant Expansion. Once paid, the Reservation Fee is
nonrefundable,

2.03. Delivery and Payment. After both the Southcast Transmission Line Project and
the Piant Expansion are both complete and operational, Houston shall deliver to the Authority the
Contract Quantity under the terms and conditions set forth in the Cost Sharing Agreement. The
Authority shell pay Houston for the Contract Quantity as part of the Authority’s yearly Q&M
Expense in accordance with the formula set forth in Section 4.3 of the Cost Sharing Agreement.

2.04. Water Conservation Plan. The Authority affirms that it has adopted and will
maintain water conservation and drought contingency plans that meet the requirements of any state
agency with jurisdiction to review such plans, including but not limited to the Texas Commission
on Environmental Quality, and the City of Houston Water Management Requirements.
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ARTICLE Ikl
TERM AND TERMINATION

3.01. Term. This Contract shall be effective on the Effective Date and shall remain in
effect until the earlier of the date on which Houston first delivers to the Authority the Contract
Quantity under the terms and conditions set forth in the Cost Sharing Agreement, or 40 years after
the Effective Date.

3.02. Termiuation. This Contract may be terminated without cause and at any time by
written agreement of the Parties. Additionally, this Contract may be terminated by either Party for
cause in accordance with Section 6.01 of this Contract.

ARTICLE IV
RELEASE AND INDEMNIFICATION

4.01, RELEASE AND INDEMNIFICATION, THE AUTHORITY HEREBY
RELEASES, DISCHARGES, AND, TO THE MAXIMUM EXTENT PERMITTED BY
LAW, INDEMNIFIES HOUSTON FROM AND AGAINST ANY AND ALL FINES,
DEMANDS, JUDGEMENTS, LIABILITIES, OR CLAIMS RELATING TQ DELIYERY
OF WATER THAT MEETS THE REGULATORY STANDARDS AT THE DELIVERY
POINT.

ARTICLE ¥
FORCE MAJEURE

501 Force Majeure. Either Party may claim Force Majeore upon giving notice
and full details of such Force Majeure in writing to the other Party as soon as possible after
the occurrence of the Force Majeure, Performance by the Party giving such notice, to the
extent it is affected by Force Majeure and to the extent that due diligence is being used to
resume performance, shall be suspended for the duration of the Force Majeure. The Party
claiming Force Majeure shall work with reasonable diligence to resume performance. The
Director will review claims that a Force Majeure that directly impaets the City has occurred
and render a written decision within 14 days. Force Majeure includes but is not limited to
the following events: acts of God, strikes, lockouts or other industrial disturbances, acts of
the public enemy, war, blockades, insurrections, riots, epidemics, landslides, lightning,
earthquakes, fires, storms, floods, washouts, water shortages (imcluding droughts),
tornadoes, hurricanes, arrests and restraints of government and people, explosions,
breakage or damage to machinery, pipelines or canals, all Jawfully adopted and/or issued
arders, ardinaoces, statutes, laws and/or regulations of any court or governmental entity
with jurisdiction over the subject matter of this Contract, and any other inabilities of either
Party, and not within the control of the Party claiming such inability, which by the exercise
of due diligence and care such Party could not have aveided. Force Majeure excludes
inability ta pay, insolvency, bankruptey, and other Mnancial limitations.
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ARTICLE VI
DEFAULT

6.01. Default, Default occurs if a Party fails te perform one or more of its material duties
under this Contract, including, without limitation, the Authority’s failure 1o timely pay Houston
the Reservation Fee described in Section 2.02 above. If a default occurs, the injured Party shall
deliver a written notice to the defaulting Party describing the default. If the defaulting Party cures
the default within 60 days of receiving the notice, then this Contract shall continue. If the
defaulting Party fails to cure the default within 60 days of receiving the notice, the injured Party
may terminate this Contract. At the sole discretion of and by written notice to the defaulting Party
from the injured Party, the time period may be extended for the defaulting Party to cure the defautt.
The Director is authorized to act on behalf of Houston to terminate this Contract as provided in
this section.

6.02 Remedy for Default. Either Party may terminate its performance under this
Contract if the other Party defaults and fails to cure the default after receiving notice of it, in
accordance with Section 6.91 of this Contract.

6.03. Remedies Not Exclusive. This Article does not specify the exclusive remedy for
any default, and any party may pursue all remedies available at law or i equity to secure redress
for any default under this Contract.

ARTICLE VI
MISCELLANEOQUS

7.01 Natices. All notices to either Party to the Contract must be in writing and must be
delivered by hand, facsimile, United States registered or certified mail, return receipt requested,
United States Express Mail, Federal Express, UPS, or any other national overnight express
delivery service. The notice must be addressed to the Party to whom the notice is given at its
address set out below or other address the receiving Party has designated previcusly by proper
notice to the sending Party.

If to Honston: If to the Authority:

City of Houston Gulf Coast Water Authority
Houston Public Works Attn; General Manager
Attn; Director 36I0FM 1765

611 Walker Street Texas City, TX 77591
Howston, TX 77002 Fax: (409) 935-4156

Fax:(832) 395-2480

7.02  Severability. If any part of this Contract is for any reason found to be
unenforceable, all other parts remain enforceable unless the resull materially prejudices either
Pariy.

703 Entire Contract. This Contraci, together with all exhibits and other documents
and materials referenced herein, constitutes the entire agreement of the Parties with respect to
Houston’s rcservalion of the Contract Quantity for the Authority. No other agreements,
assurances, conditions, covenants {express or implied), or other terms of any kind, exist between
the Parties regarding this Contract,
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7.04  Written Amendment, Unless othenwise specified elsewhere in this Contract, this
Contract may be amended only by written instrument executed on behalf of Houston (by authority
of an ordinance adopted by the Houston City Council) and the Authority. The Director is only
authorized to perform the functions specificaily delegated to him or her in this Contract.

7.05  Applicable Laws. This Contract is subject to the Houston City Charter and Code
of Ordinances, the laws of the State of Texas, the laws of the federal povernment of the United
States, and all rules and regulations of any regulatory body or officer having jurisdiction. Venue
for any litigation relating to this Contract is Harris County, Texas.

7.06 Captions. Captions contained in this Contract are for reference only and have no
effect in construing this Contract. The captions are not restrictive of the subject matier of any
section in this Contract.

707 Non-Waiver. If either Party fails to require the other to perform a term of this
Contraet, that failure does not prevent the Party from later enforcing that teem and all other terms.
If either Party waives the other’s breach of a termn, that waiver does not waive a later breach of this
Contract. An approval by the Director, or by any other employee or agent of Houston, of any part
of the Authority’s performance does not waive compliance with this Contract or establish a
standard of performance other than that required by this Contract and by law. The Director is not
authorized to vary the terms of this Contract.

7.08 Enforcement. The Houston City Attorney or his er her designee may enforce all
legal rights and obligations under this Contract without further authorization. The Authority shall
provide to the Houston City Attorney all documents and records that the Houston City Attorney
requests to assist in determining the Authority’s compliance with this Contract, with the exception
of those documents made confidential by federal or state law or regulation.

7.09  Ambiguities, If any term of this Contract is ambiguous, it shall not be construed
for or against any Party on the basis that the Party did or did not write it.

7.10 Survival. The Parties shall remain obligated w0 each other under all clauses of this
Contract that expressly or by their nature extend beyond the expiration or termination of this
Contract.

7.11  Parties in Interest. This Contract is for the sole and exclusive benefit of the Partics
and shalf not be construad to confer any rights upon any third Party. Customer shall remain liable
for all payments and obligations due to Houston under this Contract regardless of Customer’s
obligations and rights under any separate agreement, HOUSTON SHALL NEVER BE LIABLE
FOR DAMAGES TO ANY CUSTOMER OF CUSTOMER FOR ANY FAILURE TO
PERFORM UNDER THIS CONTRACT.

7.12  Suecessors and Assigns. This Contract binds and benefits the Parties and their
legal successors and permitted assigns. This Contract does not create any personal liability on the
part of any officer or agent of Houston ot the Authority.
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7.13 Remedies Cumulative. The rights and remedies contained in this Contract are not
exclusive but are cumulative of all rights and remedies which exist now or in the future. Neither
Party may terminate its duties under this Contract except in accordance with its provisions.

7.14  Approvals. Except as otherwise provided herein, any consent or approval of the
Parties shall be made by their respective governing bodies.

IN WITNESS WHEREOF, the Parties have executed this Contract in multiple
counterparts, each of which is an original, and all of which shall constitute one and the same

instrument,

(Signatures appear on the following pages.)
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“Authority™

ATTEST/SEAL: GULF COAST WATER AUTHORITY
By
MName: By:
Title: Name:
Title:

(Remaining signatures appear on the following page.)
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“Houston™

ATTEST/SEAL: CITY OF HOUSTON, TEXAS
Signed by:

City Secretary o Mayor o

APPROVED: COUNTERSIGNED BY:

Director, Houston Public Warks City Controller

APPROVED AS TO FORM: DATE COUNTERSIGNED:;

Assistant City Attui'ne:f
L.D. File No.
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Exhibit D

Special Warranty Deed

[Attached]
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STATE OF TEXAS §
§ KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF HARRIS 4

THAT GULF COAST WATER AUTHORITY, a conservation ind molamation disrict and
2 political subdivision of the Stare of Texas ("Crantor™), for and in congiderafion of the noe of Ten
Droflars (310.00) and sber pood apd valuable consideration, tha receipt and s senry of which are
bereby ackmowiedged, and deaming such sale to be advantageous to Cranior, has GRANTED,
BARGAINED, SOLD, TRANSFERRED, DELTVERED and CONVEYED aod by thess prosents
does GRANT, BARGAIN, SELL, TRANSFER, DELIVER. and CONYEY wip the CITY OF
LEAGUE CITY, TEXAS, a municipal corporation and & home-rae city sinated in Galveston
County ad Harris County, Tewas ("Gragies”), all of Grantn's dghu, tite and fnterest in and 1o i)
the tract of Land described oo Exbiblt A atached berewy and incorporated herein by this reference,
tagether with the rights, titled and nterests appornenant thereto (the "Lagd") sed o] improvements
located thereon, indluding, without limitadon, & pump stetion building and sorege bmk (e
“[oprovements”), and (ji} afl of the following described persoral property located uk or used in
connection with the pwoership, maint=nance, or operation of the Land or the Inprovements:

4l tamgible porsieal property and Gxtuzes of any kind aitached o or used 1n
connectin with the ewperhip, mainlenatce, or operstion of the Land or
Improveroeaty, incloding, witheu [Emivtion, thoss itemy described in Exhibit B
bareta attached berete and incorporated hertin by this refereocs (the "Perconaliv™;

SANE LEGS AND EXCEPT that Crantor is nor conveying herelby, but rather Grantor hereby
reserves unle itslf and iy socoessors sod essigns, the improvenent, pernenal propenty and
easement described i paragrapha i), (i) and (iif) below which ane $itxted op and ander the Land:

() thecoocrete meter veult, four (4) tea-inch (107} Rockoll meten with
high-speed pholagy registrs and assovisted insrumentation, tn-inch {10%) cement-
liced steel plping, valves and pipe beador associated with the aeetar vault, fnty-twg-
ineh (427 Giffiord Hill main line bypass around the pump station, and foy-tw-insh
(42%) alr-acroated valve, tegether with all eplacements thereafand addidon dwrtn
fcollectively, the "Author(ty Progagoe™;

(@i}  aperpetusl, nonexchusive sasemant and dght-ofway acoss tha Land,
the cenderiine ofwhich shalf be the forty-bag inch (42 ") pipeline prasently bocated on
the Land and which shall extend cemany-fve feet (357 on ither side (heveof, and
Cranttr, t5 contraciors, smployess and agents, shall have the Aght s any tims aod
frem time bo \Eme b eoter on such easement (including access acrods other portions
ofthe Land} (o che parpose oFinspecting, removing, repairing, s3ding o, operating
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or replacing the Authorily Property; provided, however, that Crantes shall be solely
responsible foe the sguijne operaton and mainrenance afthe Authority Propeny; and

(iiiy  the fortywwo-inch (427) main line, valves, clay valves, pipiog, aod
pipe header belonging to the City of Houston, Texas, togather with all replacements
thereof and wididons thareto.

The Land, Improvements and Personalty, less said resened and excepied marters, am
collectively roferred 1o herein as the "Property™,

ibe tmprovements and Fersomalty sre in @ used condition, and Graolor is peither a
manufacturer no distibuoor theseol, nor a dealer nor merchant thersin

GRANTOR MAKES NO WARRANTY OF MERCHANTABILITY OR FITNESS FOR
PURPOSE IV RESPECT OF THE DPROVEMENTS OR THE PERSONALTY, ANT THE SAME
155010 IV AN "AS [3, WHERE 13" CONDITION, WITH ALL FAULTS. BY ACCEFTANCE
OF THIS DEED GRAMTEE AFFIRMS THAT IT HAS NOT RELIED OW GRANTOR G SEILL
OR FUDGMENT TO SELECT OR FURNISH THE IMPROVEMENTS OR, PERSONALTY FOR
ANY PARTICULAR PURPOSE, AND THAT QRANTOR MAKES NO WARRANTY THAT THE
IMPROVEMENTE OR PERSOWALTY 5 FTT FOR ANY FARTICULAR PURPOSE AND THAT
THERE ARE MO REPRESENTATIONS OR WARRANTIES, EXPRESSED, IMFLIED, OR
STATUTORY, EXCEFT THAT GORANTOR REFRESENTS AND WARRANTS THAT
GRANTOR OWNS THE [MPROVEMENTS AND PERSONALTY ANL HAS FULL POWEE,
EIGHT, AND AUTHORITY TO CONYEY TITLE THERETO.

This cooveyance is exeouted by Orantor and acceptad by Grantes Abject to all valid and
mbsisting epcumbrances, copditions, covendnis, reemictisng, reservations, sxceptlons, rights, rights
of way, snd eascmenis of moord oo the date bereof, [nelnding the building and zoaing ordinsnces,
regulationy and mestrictions Yy municipal ar oter governmental suthotitiss spplicable o and
erforoeahie against the Property (the * Partited Encumbrancss™).

TO HAVE AND TO HOLD the Property, together with all and singulur the fghis and
appurtenances thersanig in enywiss belonging, vnte Crraniea, ity successon and csigns forever, and
Grantor does herby bind inelf, s successors and assignd, tn WARRANT AND FOREVER
DEFENDY all apd singular the ttle to the Property unte the sald Grittes, its nucessors and acsigne,
against every person whomsaever lawfully claimang or to claim the syme or any part thereal, by,
through e mder Grantor, but oot otherwize, wbject anly o the Penmitted Eocumbrasces.

Grantee's address (s 300 West Walker, Leagye City, Tewas 77373, Aon; Maver
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EXECUTED thisthe _ Léth day of April, 2309
GULF COAST WATER AUTHORITY

By ﬁa-«-n"nuj %‘w/

Cordon L. Myers, General Manzger
“GRANTOR"

STATE OF TEXAS

COUNTY OF GALVESTON §

This instrumemt was ackrmwledged before mathis _Apell L6, 2000 by Gordoa L.
Myers, General Marager of ulf Coast Bater Authority, a conssrvatiog apd reelamation district aod
a polides! subdivivion of the Smte of Texas, on bebalf of such district apd political subdivision

Public in ard for the
State of Texas

ACCEFTED AND AGREED:
CITY OF LEACUE CITY, TEXAS

By, f

& TF wich, Mayar

"GRANTEE™
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STATE OF TEXAS §

£
COUNTY OF HARRIS  §

This [nstrument was acknowledged before me this : by A T.
Franknyich, Mavar afthe Cicy nf League City, Texas, a municipal corporation and a home-rule ity
sinated i Galveston Counry and Harris County, Texas, on behalfol such municipal eorporation and
city.
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EXHIBIT A
THE LAND

All of the surface sstate in and 1o dhat certain four (4] acre tract of tand lying and
being in the Robert Wilton Survey A-8, Harris County, Texas, s fallaws:

Begroping et the nerh comer of Humble Pipe Line Company's M.84 aore tract
{called 100 acres) conveyed ta Humbls Pipe Line Company by Humbie il & Refining
Company by deed dared Aprit 1, 1937, recorded In Yolume 1047, Pags 413 of the Deed
Records ol Harris County, Texas, said vorth corner located in the southwest rghiof way line

of Statr Highway #3;

THENCE 8. 33 |¥'E. - 330 fret alung the worthenst [ine of said property being the
soubrast tine of State Highway #3 to a poior;

THENCE 8. 517 30r W, = 573 feet to & point;

THENCE M. 33" 19 %, - 330 feet to g point in the most northerly aorhwest line of
sald 94 84 acme racy;

THENCE M. 51° 30 E. - 573 fect along said northwest [ing to the PLACE OF
BEGNMTING,

SAVE AND EXCEPT the northeastorly forty-Bve (457 feet thereof eooveyed to
Hareis County by deed dated August 7, 1968, and recorded in Yolune 7667, Page 789, Hamis

County Deed Reconds.
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Exhibit E

League City Line

[Attached]
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