Texas Water
Development Board

PROJECT FUNDING REQUEST

BOARD DATE: July 23, 2020 Team Manager: Nancy Richards

ACTION REQUESTED

Approve by resolution a request from the City of Houston (Harris County) to amend Texas
Water Development Board Resolution No. 15-076, as amended by TWDB Resolution Nos.
15-130, 16-080, 17-084 and 18-089, to a) authorize a $38,000,000 increase in financial
assistance from the State Water Implementation Revenue Fund for Texas for planning,
design, and construction costs related to the Second Source Transmission Line project; and
b) approve a waiver from the requirement to include funds to mitigate water loss as part of
the project.

STAFF RECOMMENDATION
X Approve []No Action
BACKGROUND

The City of Houston (City) is located in Harris County. The City provides water and sewer
services for 487,163 water and 462,498 wastewater connections and services a population
of approximately 2,325,205. The City is a major water provider in Region H and will supply
treated surface water to numerous municipalities, districts and areas outside of its current
corporate limits. Many of these water user groups, as well as a significant amount of the
City’s own growth in surface water demand, are located in northern and western portions
of Harris and Fort Bend Counties.

PROJECT NEED AND DESCRIPTION

Increasing customer demands as well as Harris-Galveston Subsidence District
requirements are driving the need for additional surface water treatment capacity and the
ability to transport the treated water to users across Harris County and northern areas of
Fort Bend County.

The City is seeking an increase in financial assistance for the planning, design, and
construction of a 108-inch diameter shared transmission pipeline approximately 17 miles
in length from the City’s Northeast Water Purification Plant (NEWPP) to just west of IH 45.
This pipeline will convey treated surface water from the NEWPP to supplement current
water supplies in the area.

COMMITMENT PERIOD: FIVE (5) MONTHS TO EXPIRE DECEMBER 31, 2020.




PROJECT SCHEDULE

Task Schedule Date
Closing November 15, 2020
Engineering Feasibility Report Completion April 30, 2022

(End of Planning Phase)

Design Phase May 31, 2022

Start of Construction September 30, 2023
Construction Completion April 30, 2026

KEY ISSUES

The City is pledging a subordinate lien on its Combined Utility System General Purpose
fund. The pledge matches prior SWIFT financial assistance and therefore will be on parity
with the City’s outstanding obligations under the SWIFT. The pledge will also be on parity
with the City’s payments to the Coastal Water Authority under the terms of their contract
for the Luce Bayou Project (that is also funded with TWDB financial assistance through the
SWIFT). The City is requesting to use bond proceeds to fund the reserve fund.

The Master Ordinance requires the City to maintain and collect rates that will produce
net revenues at least equal to the greater of: (1) 1.20 times coverage of the maximum
annual principal and interest requirements of all first lien bonds and any previous bond
ordinance bonds; or (2) 1.10 times coverage of the maximum annual principal and
interest requirements on all first lien bonds, second lien bonds, subordinate lien bonds
and any previous ordinance bonds. Each April, per City Ordinance, the City’s Combined
Utility System implements an annual rate adjustment to water and wastewater rates,
which includes a review of system revenues to ensure sufficient revenues are available to
meet all debt service requirements.

The attached debt service schedule reflects the impact of the City’s current debt and the
proposed funding request. The debt service schedule includes available revenues and debt
under the City's Combined Utility System, which includes its SWIFT and the Coastal Water
Authority debt under the General-Purpose Fund. According to the City’s proforma,
projected growth in CUS revenues is expected to increase by 3.50 and 7.07 percent in Fiscal
Years 2021 and 2022, respectively, and 3.0 percent thereafter; however, the attached debt
service schedule reflects a no-growth scenario as is typical for TWDB analysis.

The City is requesting a waiver from mitigating its water loss. The City intends to use funds
from its 2015 Drinking Water State Revolving Fund financing to replace meters to address
real water loss. The City’s request states that it has made process improvements to
decrease the amount of time it takes to fix leaks and had a third-party water loss audit
conducted in January 2017 that identified additional ways to reduce water loss.

LEGAL

Special Conditions
None.



FINANCIAL
Risk Score: 2A

Key Indicators

Indicator Result Benchmark
Population Growth, Average Annual 2012-2019

City: (0.34% State: 1.24%
Top 10 Taxpayers as % Total AV 2.89% <15%
Median Household Income as % of State 86% 100%
Days of Cash on Hand (3-year Average) 1,092 30-149 days
Direct Debt as % Total Assessed Valuation 1.39% 2-5%
Debt Service Coverage Ratio 1.29x 1.0x
Asset Condition Ratio 28 years 12-24 years
Top 10 Customers of the System 2.00% <10-15%
Debt-to-Operating Revenues 6.26 4.00-5.99
Debt per Capita $5,660 $1,500 - $1,999
Assessed Valuation Growth, Average Annual 2.2% Stable Trend
2014-2019
Unemployment May 2020 14.10% State: 12.7%

Key Risk Score Strengths

o Meet debt service coverage requirements
e Median household income

e High levels of cash reserves

o Positive working capital

Key Risk Score Concerns

e COVID-19 related high unemployment rate
e Pledge Level (Subordinate Lien)

PLEDGE

Type of Pledge (] Tax X Revenue [] Tax & Revenue [ Contract [] Other

Revenue Pledge Level | (] First [0 Second [J Third

Other: Fifth

RATES AND CHARGES

Average Current Projected

Residential Gallons/Month Current Projected Household | Household
Rates Rates Cost Cost

Use

Factor Factor
WATER 4,840 $29.12 $29.12 147 147
WASTEWATER | 4,730 $33.40 $33.40 ] ]




TAXES

Max
Tax Projected | Maximum | 3-Year Avg Assessed
Year Tax Rate Allowable Current Tax Valuation
Rate (Year Rate Collections
2019)
Maintenance | ¢, 4041 | $0.4041
& Operation
Interest &
. $0.1638 | $0.1638 $1.50 99.3% $245,640,438,732
Sinking
Total Tax Rate | $0.5679 | $0.5679

Cost Savings

Based on a 30-year maturity and current interest rates, the City could save approximately
$5,221,560 in the life of the loan.

Attachments:

9.

©ONUT W

Project Data Summary
Debt Service Schedule

Project Budget
Resolution (20-)
Resolution 15-076
Resolution 15-130
Resolution 16-080
Resolution 17-084
Resolution 18-089
10. Water Conservation Review
11. Water Loss Waiver request
12. Location Map




Texas Water
Development Board

Responsible Authority
Program

Commitment Number
Project Number

List Year

Type of Pledge

Pledge Level (if applicable)

Legal Description

Tax-exempt or Taxable

Refinance

Outlay Requirement

Disbursement Method

Outlay Type

Qualifies as Disadvantaged

SWIFT Financing Type

Financial Managerial & Technical Complete
Phases Funded

Pre-Design

Project Consistent with State Water Plan
Water Conservation Plan

Overall Risk Score

Team Manager Financial Analyst

Nancy Richards Charles Nichols

Attachment 1

Project Data Summary

Houston

SWIFT
L1001159

51021

2020

Revenue Pledge
Fifth

$38,000,000 City of Houston, Texas Combined Utility System Subordinate

Lien Revenue Bonds, Proposed Series 2020
Tax-Exempt

No
No
Escrow
Outlay <> Escrow Release
No
Low-Interest
N/A
Planning, Design, and Construction
Yes
Yes
Adopted
2A
PROJECT TEAM
Engineering Reviewer Environmental Reviewer

Matthew Young Sara Sopczynski

Attorney

Annette Mass



ISSUE BEING EVALUATED

FOR ILLUSTRATION PURPOSES ONLY
City of Houston

$38,000,000 City of Houston, Texas Combined Utility System Subordinate Lien Revenue Bonds, Proposed Series 2020

Dated Date: 11/15/2020
Delivery Date: 11/15/2020
First Interest: 5/15/2021
First Principal 11/15/2021

Last Principal: 11/15/2049

Fiscal Year End: 06/30
Required Coverage: 1.0

Source:
Rate:

IUP Year:
Case:
Admin.Fee:

Admin. Fee Payment Date:

SWIFT-LOW-30YR
2.10%
2020
Revenue
$0

PROJECTED CURRENT $38,000,000 ISSUE
FISCAL NET SYSTEM DEBT PRINCIPAL  INTEREST INTEREST TOTAL TOTAL DEBT
YEAR REVENUES SERVICE PAYMENT RATE PAYMENT PAYMENT SERVICE COVERAGE
2021 $709,811,000 $551,443,949 $0 - $317,582 $317,582 $551,761,531 1.29
2022 709,811,000 548,870,274 1,110,000 0.15% 634,332 1,744,332 550,614,606 1.29
2023 709,811,000 553,589,010 1,115,000 0.20% 632,385 1,747,385 555,336,394 1.28
2024 709,811,000 551,053,159 1,115,000 0.26% 629,820 1,744,820 552,797,979 1.28
2025 709,811,000 546,034,643 1,120,000 0.33% 626,523 1,746,523 547,781,165 1.30
2026 709,811,000 565,700,611 1,120,000 0.41% 622,379 1,742,379 567,442,990 1.25
2027 709,811,000 558,899,246 1,130,000 0.53% 617,088 1,747,088 560,646,334 1.27
2028 709,811,000 601,708,785 1,135,000 0.63% 610,518 1,745,518 603,454,303 1.18
2029 709,811,000 529,370,567 1,140,000 0.71% 602,896 1,742,896 531,113,463 1.34
2030 709,811,000 558,435,688 1,150,000 0.77% 594,422 1,744,422 560,180,109 1.27
2031 709,811,000 559,127,502 1,160,000 0.86% 585,006 1,745,006 560,872,508 1.27
2032 709,811,000 547,893,563 1,170,000 1.17% 573,174 1,743,174 549,636,737 1.29
2033 709,811,000 548,438,117 1,185,000 1.41% 557,975 1,742,975 550,181,092 1.29
2034 709,811,000 560,640,120 1,205,000 1.63% 539,800 1,744,800 562,384,920 1.26
2035 709,811,000 388,330,753 1,225,000 1.73% 519,383 1,744,383 390,075,136 1.82
2036 709,811,000 369,083,325 1,250,000 1.84% 497,287 1,747,287 370,830,612 191
2037 709,811,000 290,121,042 1,270,000 1.93% 473,531 1,743,531 291,864,573 2.43
2038 709,811,000 283,916,029 1,295,000 2.01% 448,261 1,743,261 285,659,289 2.48
2039 709,811,000 217,393,266 1,325,000 2.08% 421,466 1,746,466 219,139,732 3.24
2040 709,811,000 214,240,926 1,350,000 2.14% 393,241 1,743,241 215,984,167 3.29
2041 709,811,000 176,152,910 1,380,000 2.20% 363,616 1,743,616 177,896,526 3.99
2042 709,811,000 176,469,916 1,415,000 2.35% 331,810 1,746,810 178,216,726 3.98
2043 709,811,000 167,794,475 1,445,000 2.39% 297,916 1,742,916 169,537,390 4.19
2044 709,811,000 154,657,425 1,480,000 2.43% 262,666 1,742,666 156,400,091 4.54
2045 709,811,000 137,469,203 1,520,000 2.46% 225,988 1,745,988 139,215,191 5.10
2046 709,811,000 118,564,427 1,555,000 2.49% 187,932 1,742,932 120,307,359 5.90
2047 709,811,000 113,002,980 1,595,000 2.51% 148,555 1,743,555 114,746,535 6.19
2048 709,811,000 85,487,162 1,635,000 2.53% 107,855 1,742,855 87,230,017 8.14
2049 709,811,000 55,691,240 1,680,000 2.55% 65,753 1,745,753 57,436,993 12.36
2050 709,811,000 21,560,704 1,725,000 2.57% 22,166 1,747,166 23,307,870 30.45
$10,751,141,014  $38,000,000 $12,911,323 $50,911,323 $10,802,052,336

AVERAGE (MATURITY) LIFE 16.16 YEARS

NET INTEREST RATE 2.102%

COST SAVINGS $5,221,560

AVERAGE ANNUAL REQUIREMENT $360,068,411

Disclaimer: This is a working document and is provided as a courtesy. All information contained herein, including the proposed interest rate, is subject to change upon further

review of the TWDB in accordance with 31 Texas Administrative Code Chapters 363, 371, 375, or 384, as applicable. The TWDB does not function as a financial advisor to anyone in
connection with this financing. The information contained in this document is used by TWDB staff to analyze the application for financing is illustrative only and does not constitute

any guaranty of future rates. The TWDB makes no claim regarding the applicability of the information at closing, at which time actual rates will be set.
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Attachment 3

Project Budget Summary
Houston
51021 - Houston - SS Phase |

Texas Water

Development Board

Budget Items Previous Commitments This TWDB Funds Local and Other Total
Commitment Funds

Construction

Construction $216,474,296.13| $36,974,308.00| $253,448,604.13 $0.00| $253,448,604.13

Construction Contract $0.00 $0.00 $0.00 $170,186,003.59| $170,186,003.59

Subtotal for Construction $216,474,296.13| $36,974,308.00| $253,448,604.13 $170,186,003.59 $423,634,607.72

Basic Engineering Services

Construction Engineering $2,073,013.00 $0.00 $2,073,013.00 $631,333.00 $2,704,346.00

Design $7,972,958.63 $0.00 $7,972,958.63 $0.00 $7,972,958.63

Planning $77,356.00 $0.00 $77,356.00 $0.00 $77,356.00

Subtotal for Basic Engineering $10,123,327.63 $0.00( $10,123,327.63 $631,333.00| $10,754,660.63

Services

Special Services

Application $64,920.00 $0.00 $64,920.00 $0.00 $64,920.00

Project Management (by $1,225,948.25 $0.00 $1,225,948.25 $0.00 $1,225,948.25

engineer)

Special Service Other (Describe) $14,784.77 $0.00 $14,784.77 $0.00 $14,784.77

Subtotal for Special Services $1,305,653.02 $0.00 $1,305,653.02 $0.00 $1,305,653.02

Fiscal Services

Bond Counsel $641,272.50 $0.00 $641,272.50 $0.00 $641,272.50

Bond Reserve Fund $22,320,662.57 $0.00| $22,320,662.57 $0.00[ $22,320,662.57

Capitalized Interest $18,372,706.92 $0.00] $18,372,706.92 $0.00|] $18,372,706.92

Financial Advisor $498,729.97 $0.00 $498,729.97 $0.00 $498,729.97

Fiscal/Legal $622,921.16 $0.00 $622,921.16 $0.00 $622,921.16

Issuance Costs $652,402.10 $1,025,692.00 $1,678,094.10 $0.00 $1,678,094.10

Subtotal for Fiscal Services $43,108,695.22 $1,025,692.00|  $44,134,387.22 $0.00( $44,134,387.22

Other

Capacity Buy-in $225,452,019.09 $0.00] $225,452,019.09 $0.00| $225,452,019.09

Other (NHCRWA & CHCRWA,; $360.54 $0.00 $360.54 $0.00 $360.54

Paying Agent - Amegy Bank)

Subtotal for Other $225,452,379.63 $0.00 $225,452,379.63 $0.00( $225,452,379.63

Contingency

Contingency $10,715,648.37 $0.00] $10,715,648.37 $0.00|] $10,715,648.37

Subtotal for Contingency $10,715,648.37 $0.00( $10,715,648.37 $0.00( $10,715,648.37

Total $507,180,000.00f $38,000,000.00| $545,180,000.00 $170,817,336.59| $715,997,336.59




Attachment 4

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD AMENDING TEXAS
WATER DEVELOPMENT BOARD RESOLUTION NO. 15-076 AS AMENDED BY TEXAS
WATER DEVELOPMENT BOARD

RESOLUTION NOS. 15-130, 16-080, 17-084, AND 18-089
TO PROVIDE FINANCIAL ASSISTANCE TO THE CITY OF HOUSTON IN
THE AMOUNT OF $38,000,000

(20- )

WHEREAS, at its July 23, 2015, meeting, the Texas Water Development Board
(TWDB), by TWDB Resolution No. 15-076, made a multi-year commitment to the City of
Houston (City) for financial assistance in the amount of $296,125,000 from the State
Water Implementation Revenue Fund for Texas (SWIRFT), for Project No. 51021 and
51023, through the purchase of $296,125,000 City of Houston, Texas Combined Utility
System Subordinate Lien Revenue Bonds, all as is more specifically set forth in the TWDB’s
Resolution Nos. 15-076, 15-130, 16-080, 17-084, and 18-089 and accompanying
documentation, to which documents express reference is made; and

WHEREAS, at its October 28, 2015, meeting the TWDB, through Resolution No.
15-130, amended TWDB Resolution 15-076 to specify that the commitment made in TWDB
Resolution No. 15-076 was based on a subordinate lien for the $25,915,000 Series 2015E
Bonds; and

WHEREAS, at its July 21, 2016, meeting the TWDB, through Resolution No. 16-080
amended TWDB Resolution No. 15-076 as amended by TWDB Resolution No. 15-130, to
accept a subordinate lien pledge on the remaining financial assistance to the City; modified
the City’s Annual Loan Closing Schedule for funding cycles 2016 through 2020; and
delegated authority to the Executive Administrator to approve the movement of funds
between the City’s SWIFT Projects that were approved in TWDB Resolution No. 15-076;
and

WHEREAS, at its July 20, 2017 meeting, the TWDB amended TWDB Resolution No.
15-076, as amended by TWDB Resolution Nos. 15-130 and 16-080, to modify the City’s
Annual Loan Closing Schedule to reflect an increase in funding in the amount of
$37,940,000 in 2017 and a decrease in funding in the same amount in 2018; and

WHEREAS, at its July 26, 2018 meeting, the TWDB amended TWDB Resolution No.
15-076, as amended by TWDB Resolution Nos. 15-130, 16-080, and 17-084, to provide
additional financial assistance for Project Nos. 51021 and 51023 through the TWDB'’s
proposed purchase of $153,155,000 City of Houston, Texas Combined Utility System
Subordinate Lien Revenue Bonds, Proposed Series 2018; and

Page 1 of 3



WHEREAS, at its July 26, 2018 meeting, the TWDB further amended TWDB
Resolution No. 15-076, as amended by TWDB Resolution Nos. 15-130, 16-080, and 17-
084, to modify the City’s Annual Loan Closing Schedule to reflect an increase in funding in
the amount of $17,110,000 in 2018 which was the remaining amount of funding
committed to the City; and

WHEREAS, the City seeks an amendment to TWDB Resolution No. 15-076, as amended
by TWDB Resolution Nos. 15-130, 16-080, 17-084, and 18-089, for additional financial
assistance for Project No. 51021 through the TWDB'’s proposed purchase of $38,000,000 City
of Houston, Texas Combined Utility System Subordinate Lien Revenue Bonds, Proposed
Series 2020; and

WHEREAS, the City is requesting a waiver of the requirement that a portion of the
financial assistance received from the TWDB be used to mitigate the City’s system water loss
because, as noted in the City’s request, the City is working on several fronts to decrease water
loss in its system; and

WHEREAS, the TWDB hereby finds that it is reasonable and within the public interest
and will serve a public purpose to amend TWDB Resolution No. 15-076, as amended by
TWDB Resolution Nos. 15-130, 16-080, 17-084, and 18-089, to modify the City’s Annual Loan
Closing Schedule to reflect an increase in funding in the amount of $38,000,000;

WHEREAS, in accordance with the Texas Water Code, the TWDB has carefully
considered all matters required by law;

NOW, THEREFORE, based on these considerations and findings, the TWDB resolves
as follows:

1. For the reasons stated above, the TWDB hereby waives the requirements of Texas
Water Code § 16.0121(g); and

2. The annual loan closing schedule commitment that was made through TWDB
Resolution No. 15-076, as amended by TWDB Resolution Nos. 15-130, 16-080, 17-
084, and 18-089, to the City of Houston for financial assistance from the State
Water Implementation Revenue Fund for Texas is amended to provide additional
financial assistance for Project No. 51021 (Second Source Phase I) to be evidenced by
the TWDB’s proposed purchase of $38,000,000 City of Houston, Texas Combined
Utility System Subordinate Lien Revenue Bonds, Proposed Series 2020. This
commitment will expire on December 31, 2020.

3. All other terms and conditions of TWDB Resolution No. 15-076 as amended by

TWDB Resolution Nos. 15-130, 16-080, 17-084, and 18-089 shall remain in full force
and effect.
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APPROVED and ordered of record this the 23rd day of July, 2020.

TEXAS WATER DEVELOPMENT BOARD

Peter Lake, Chairman

DATE SIGNED:

ATTEST:

Jeff Walker, Executive Administrator
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Attachment 5

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
APPROVING AN APPLICATION FOR FINANCIAL ASSISTANCE TO THE CITY OF HOUSTON
IN THE FORM OF A MULTI-YEAR COMMITMENT
FROM THE STATE WATER IMPLEMENTATION REVENUE FUND FOR TEXAS
THROUGH THE PROPOSED PURCHASE OF
$296,125,000 CITY OF HOUSTON, TEXAS COMBINED UTILITY SYSTEM REVENUE BONDS
PROPOSED SERIES 2015 THROUGH PROPOSED SERIES 2020

(15-076)

WHEREAS, the City of Houston, located in Harris County, Texas, (City) has filed an
application for financial assistance in the amount of $296,125,000 from the State Water
Implementation Revenue Fund for Texas (SWIRFT), to finance the planning, design and construction
of certain water supply projects identified below; and

WHEREAS, the City seeks financial assistance from the Texas Water Development Board
(TWDB) in the form of a multi-year commitment through the TWDB’s proposed purchase of
$296,125,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed Series 2015
through Proposed Series 2020 (together with all authorizing documents “Obligations™), all as is more
specifically set forth in the application and in recommendations of the Executive Administrator’s staff;
and

WHEREAS, the City has offered a pledge of net revenues of the combined utility system as
sufficient security for the repayment of the Obligations; and

WHEREAS, the commitment is approved for funding under the TWDB’s pre-design funding
option, and initial and future releases of funds are subject to 31 TAC § 363.1307; and

WHEREAS the commitment is approved for an interest rate subsidy through December 31,
2019; and

WHEREAS, interest rate subsidies are available to the City at the following levels: 35.5% for
loans of a term of 20 years, 27% for loans of a term of 25 years, and 22% for loans of a term of 30 years.
The interest rate subsidy applicable to each proposed series will be set through each financing agreement
executed between the TWDB and the City, pursuant to this Resolution; and

WHEREAS, the City is requesting a waiver of the requirement that a portion of the financial
assistance received from the TWDB be used to mitigate the City’s system water loss because the City is
currently using TWDB funds to mitigate its water loss; and

WHEREAS, the TWDB hereby finds:

1. that the application and assistance applied for meet the requirements of Texas Water Code,
Chapter 15, Subchapters G and H and 31 TAC Chapter 363, Subchapters A and M;

2. that the project is a recommended water management strategy in the State Water Plan adopted
pursuant to Texas Water Code § 16.051, in accordance with Texas Water Code § 15.474(a);



3. that a water conservation plan, if required by Texas Water Code § 11.1271, has been submitted
and implemented in accordance with 31 TAC § 363.1309(b)(1);

4. that the City satisfactorily completed any request by the Executive Administrator or a regional
planning group for information relevant to the project, including a water infrastructure financing
survey under Texas Water Code § 16.053(q), in accordance with 31 TAC § 363.1309(b)(2);

5. that the current water audit, if required by Texas Water Code § 16.0121, has been completed by
the City and filed with the TWDB in accordance with 31 TAC § 358.6;

6. that based on the conditions, as described above, the City is satisfactorily addressing the City’s
system water loss which warrants a waiver of the requirement that a portion of the financial
assistance received from the TWDB be used to mitigate the City’s system water loss in
accordance with Texas Water Code § 16.0121 (g); and

7. that the City has acknowledged its legal obligation to comply with any applicable requirements
of federal law relating to contracting with disadvantaged business enterprises, and any applicable
state law relating to contracting with historically underutilized businesses, in accordance with
Texas Water Code § 15.435(h) and 31 TAC § 363.1309(b)(3).

NOW THEREFORE, based on these findings, the TWDB resolves as follows:

A commitment is made by the TWDB to the City of Houston for financial assistance in the
amount of $296,125,000 from the State Water Implementation Revenue Fund for Texas, to be evidenced
by the TWDB’s proposed purchase of City of Houston, Texas Combined Utility System Revenue
Bonds, in accordance with the schedule proposed below:

a) $25,915,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed
Series 2015, to expire on December 31, 2015;

b) $31,400,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed
Series 2016, to expire on December 31, 2016,

c) $45,230,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed
Series 2017, to expire on December 31, 2017,

d) $161,150,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed
Series 2018, to expire on December 31, 2018;

e) $15,320,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed
Series 2019, to expire on December 31, 2019; and

f) $17,110,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed
Series 2020, to expire on December 31, 2020.

Further, the commitment described above consists of the following Projects:
a) Project No. 51023 (North East Water Purification Plant Expansion) in the amount of

$183,635,000; and
b) Project No. 51021 (Second Source Phase I) in the amount of $112,490,000.



For the reasons stated above, the TWDB hereby waives the requirements of Texas Water Code §

16.0121(g).

Such commitment is conditioned as follows:

Standard Conditions:

1.

this commitment is contingent on a future sale of bonds by the TWDB or on the availability of
funds on hand;

this commitment is contingent upon the issuance of a written approving opinion of the Attorney
General of the State of Texas stating that all of the requirements of the laws under which said
Obligations were issued have been complied with; that said Obligations were issued in
conformity with the Constitution and laws of the State of Texas; and that said Obligations are
valid and binding obligations of the City;

this commitment is contingent upon the City’s continued compliance with all applicable laws,
rules, policies and guidance as these may be amended from time to time to adapt to a change in
law, in circumstances, or any other legal requirement;

this commitment is contingent upon the City executing a separate financing agreement, approved
as to form and substance by the Executive Administrator, and submitting that executed
agreement to the TWDB consistent with the terms and conditions described in the financing
agreement;

the City shall use a paying agent/registrar in accordance with 31 TAC Section 363.42(c)(2), and
shall require the paying agent/registrar to provide a copy, to the TWDB and to the TWDB’s
designated Trustee, of all receipts documenting debt service payments.

The Following Conditions Must Be Included in the Obligations:

6.

the Obligations must provide that the Obligations can be called for early redemption only in
inverse order of maturity, and on any date beginning on or after the first interest payment date
which is 10 years from the dated date of the Obligations, at a redemption price of par, together
with accrued interest to the date fixed for redemption;

the Obligations must include a provision wherein the City, or an obligated person for whom
financial or operating data is presented to the TWDB in the application for financial assistance
either individually or in combination with other issuers of the City’s Obligations or obligated
persons, will, at a minimum, regardless of the amount of the Obligations, covenant to comply
with requirements for continuing disclosure on an ongoing basis substantially in the manner
required by Securities and Exchange Commission (SEC) in 17 CFR § 240.15¢2-12 (Rule 15¢2-
12) and determined as if the TWDB were a Participating Underwriter within the meaning of such
rule, such continuing disclosure undertaking being for the benefit of the TWDB and the
beneficial owners of the City’s Obligations, if the TWDB sells or otherwise transfers such
Obligations, and the beneficial owners of the TWDB’s bonds if the City is an obligated person
with respect to such bonds under SEC Rule 15¢2-12;



10.

1.

12.

13.

14.

15.

the Obligations must contain a provision requiring the City to levy a tax and/or maintain and
collect sufficient rates and charges to produce system revenues in an amount necessary to meet
the debt service requirements of all outstanding obligations and to maintain the funds established
and required by the Obligations;

the Obligations must include a provision requiring the City to use any loan proceeds from the
Obligations that are determined to be surplus proceeds remaining after completion of the project
for the following purposes as approved by the Executive Administrator: (1) deposit into the
Interest and Sinking Fund or other debt service account for the payment of interest or principal
on the Obligations owned by the TWDB; or (2) eligible costs for the project as authorized by the
Executive Administrator;

the Obligations must contain a provision that the TWDB may exercise all remedies available to it
in law or equity, and any provision of the Obligations that restricts or limits the TWDB's full
exercise of these remedies shall be of no force and effect;

loan proceeds are public funds and, as such, the Obligations must include a provision requiring
that these proceeds shall be held at a designated state depository institution or other properly
chartered and authorized institution in accordance with the Public Funds Investment Act,
Government Code, Chapter 2256, and the Public Funds Collateral Act, Government Code,
Chapter 2257,

loan proceeds shall not be used by the City when sampling, testing, removing or disposing of
contaminated soils and/or media at the project site. The Obligations shall include an
environmental indemnification provision wherein the City agrees to indemnify, hold harmless
and protect the TWDB from any and all claims, causes of action or damages to the person or
property of third parties arising from the sampling, analysis, transport, storage, treatment,
recycling and disposition of any contaminated sewage sludge, contaminated sediments and/or
contaminated media that may be generated by the City, its contractors, consultants, agents,
officials and employees as a result of activities relating to the project to the extent permitted by
law;

the Obligations must include a provision stating that the City shall report to the TWDB the
amounts of project funds, if any, that were used to compensate historically underutilized
businesses that worked on the project, in accordance with 31 TAC § 363.1312;

the Obligations must contain a provision that the TWDB will purchase the Obligations, acting
through the TWDB’s designated Trustee, and the Obligations shall be registered in the name of
Cede & Co. and closed in book-entry form in accordance with 31 TAC Section 363.42(c)(1);

the Obligations must include a provision prohibiting the City from using the proceeds of this
loan in a manner that would cause the Obligations to become “private activity bonds” within the
meaning of § 141 of the Internal Revenue Code of amended (Code) and the Treasury
Regulations promulgated thereunder (Regulations);



16.

17.

the Obligations must provide that no portion of the proceeds of the loan will be used, directly or
indirectly, in a manner that would cause the Obligations to be “arbitrage bonds” within the
meaning of § 148(a) of the Code and Regulations, including to acquire or to replace funds which
were used, directly or indirectly, to acquire Nonpurpose Investments (as defined in the Code and
Regulations) which produce a yield materially higher than the yield on the TWDB’s bonds that
are issued to provide financing for the loan (Source Series Bonds), other than Nonpurpose
Investments acquired with:

a. proceeds of the TWDB’s Source Series Bonds invested for a reasonable temporary period
of up to three (3) years after the issue date of the Source Series Bonds until such proceeds
are needed for the facilities to be financed;

b. amounts invested in a bona fide debt service fund, within the meaning of § 1.148-1(b) of
the Regulations; and

c. amounts deposited in any reasonably required reserve or replacement fund to the extent
such amounts do not exceed the least of maximum annual debt service on the
Obligations, 125% of average annual debt service on the Obligations, or 10 percent of the
stated principal amount (or, in the case of a discount, the issue price) of the Obligations;

the Obligations must include a provision requiring the City take all necessary steps to comply
with the requirement that certain amounts earned on the investment of gross proceeds of the
Obligations be rebated to the federal government in order to satisfy the requirements of § 148 of
the Code. The Obligations must provide that the City will:

a. account for all Gross Proceeds, as defined in the Code and Regulations, (including all
receipts, expenditures and investments thereof) on its books of account separately and
apart from all other funds (and receipts, expenditures and investments thereof) and retain
all records of such accounting for at least six years after the final Computation Date. The
City may, however, to the extent permitted by law, commingle Gross Proceeds of its loan
with other money of the City, provided that the City separately accounts for each receipt
and expenditure of such Gross Proceeds and the obligations acquired therewith;

b. calculate the Rebate Amount, as defined in the Code and Regulations, with respect to its
loan, not less frequently than each Computation Date, in accordance with rules set forth
in § 148(f) of the Code, § 1.148-3 of the Regulations, and the rulings thereunder. The
City shall maintain a copy of such calculations for at least six years after the final
Computation Date;

c. as additional consideration for the making of the loan, and in order to induce the making
of the loan by measures designed to ensure the excludability of the interest on the
TWDB’s Source Series Bonds from the gross income of the owners thereof for federal
income tax purposes, pay to the United States the amount described in paragraph (b)
above within 30 days after each Computation Date;



18.

19.

20.

21.

22,

23.

24,

d. exercise reasonable diligence to assure that no errors are made in the calculations
required by paragraph (b) and, if such error is made, to discover and promptly to correct
such error within a reasonable amount of time thereafter, including payment to the United
States of any interest and any penalty required by the Regulations;

the Obligations must include a provision prohibiting the City from taking any action that would
cause the interest on the Obligations to be includable in gross income for federal income tax
purposes;

the Obligations must provide that the City will not cause or permit the Obligations to be treated
as “federally guaranteed” obligations within the meaning of § 149(b) of the Code;

the Obligations must provide that neither the City nor a related party thereto will acquire any of
the TWDB’s Source Series Bonds in an amount related to the amount of the Obligations to be
acquired from the City by the TWDB;

Revenue Pledge

the Obligations shall contain a provision that the City will at all times maintain and collect
sufficient rates and charges to produce net system revenues in each fiscal year at least equal to the
greater of (A) (i) 120% of the combined debt service requirements scheduled to occur in such
fiscal year on all Previous Ordinance Bonds and First Lien Bonds then outstanding; or (ii) 110%
of the combined debt service requirements scheduled to occur in such fiscal year on all Previous
Ordinance Bonds, First Lien and Subordinate Lien Bonds then outstanding, and (B) Net Revenues
in each fiscal year at least equal to 100% of the combined debt service or contractual requirements
scheduled to occur in such fiscal year on the Obligations and any other obligations (including
contractual covenants) at parity with the Obligations, then outstanding, taking into account
unrestricted accumulated Net Revenues from prior years in the General Purpose Fund;

if the City has existing revenue obligations with the same pledge of security as the proposed
Obligations that will remain outstanding after any loan(s) made by the TWDB pursuant to this
commitment, the Obligations must contain a provision providing that the lien or liens securing the
Obligations issued to the TWDB shall be at least on a parity with lien or liens securing such
outstanding obligations;

the Obligations shall contain a provision for the accumulation of a reserve fund equal to 50% of
the maximum annual debt service requirements, to be accumulated in equal monthly installments
over the initial sixty months following the issuance of the Obligations;

the Obligations shall contain a provision stating that no First lien or Subordinate lien bonds may
be issued by the City unless net system revenues for the last completed fiscal year or any
consecutive 12-month period out of the 18-month period immediately preceding the month in
which the Supplemental Ordinance adopting such additional First Lien Bonds or additional
Subordinate Lien Bonds was issued shall have been not less than the greater of (1) 120% of the
combined maximum annual debt service requirements on all First Lien Bonds and any Previous
Ordinance Bonds or (ii) 110% of the combined maximum annual debt service requirements on all



First Lien Bonds, Subordinate Lien Bonds and any Previous Ordinance Bonds, considering
existing, outstanding bond ordinance language regarding calculation methodologies.

Conditions to Close or for Release of Funds:

25. prior to closing, the City shall submit documentation evidencing the adoption and
implementation of sufficient system rates and charges or, if applicable, the levy of an interest and
sinking tax rate sufficient for the repayment of all system debt service requirements;

26.  prior to closing, and if not previously provided with the application, the City shall submit
executed contracts for engineering, and, if applicable, financial advisor and bond counsel
contracts, for the project that are satisfactory to the Executive Administrator. Fees to be
reimbursed under the contracts must be reasonable in relation to the services performed, reflected
in the contract, and acceptable to the Executive Administrator;

27.  prior to closing, when any portion of financial assistance is to be held in escrow or in trust, the
City shall execute an escrow agreement or trust agreement, approved as to form and substance by
the Executive Administrator, and shall submit that executed agreement to the TWDB; -~ .

28.  prior to release of funds for acquisition, design or construction for specific project eieménfs, the
environmental review must be completed and a favorable environmental finding'must lave been
issued; g

29.  prior to closing, the City’s bond counsel must prepare a written opinion that states that the
interest on the Obligations is excludable from gross income or is exempt from federal income
taxation. Bond counsel may rely on covenants and representations of the City when rendering
this opinion; -

30.  prior to closing, the City’s bond counsel must prepare a written opinion that also states that the
Obligations are not “private activity bonds.” Bond counsel may rely on covenants and
representations of the City when rendering this opinion;

31.  the transcript must include a No Arbitrage Certificate or similar Federal Tax Certificate setting
forth the City’s reasonable expectations regarding the use, expenditure and investment of the
proceeds of the Obligations;

32.  the transcript must include evidence that the information reporting requirements of § 149(e) of
the Code will be satisfied. This requirement may be satisfied by filing an IRS Form 8038 with
the Internal Revenue Service. In addition, the applicable completed IRS Form 8038 or other
evidence that the information reporting requirements of § 149(e) have been satisfied must be
provided to the Executive Administrator within fourteen (14) days of closing. The Executive
Administrator may withhold the release of funds for failure to comply;

PROVIDED, however, the commitment is subject to the following special conditions:

Special Conditions:




33.  prior to the release of funds for the costs of planning, engineering, architectural, legal, title,
fiscal, or economic investigation, studies, surveys, or designs for that portion of a project that
proposes surface water or groundwater development, the Executive Administrator must either
issue a written finding that the City has the right to use the water that the project financed by the
TWDB will provide or a written determination that a reasonable expectation exists that such a
finding will be made before the release of funds for construction; and

34.  prior to the release of construction funds for that portion of a project that proposes surface water
or groundwater development, the Executive Administrator must have issued a written finding
that the City has the right to use the water that the project financed by the TWDB will provide.
APPROVED and ordered of record this, the 23" day of July, 2015.

TEXAS WATER DEVELOPMENT BOARD

Wor ¥ R——

Bech K. Bruun, Chairman

— o DATE SIGNED: 7 —d-3-1s—

ATTEST:

e o

Kexin Patleson
Executive Administrator




Attachment 6

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
AMENDING TWDB RESOLUTION NO. 15-076
TO PROVIDE FINANCIAL ASSISTANCE TO THE CITY OF HOUSTON
IN THE AMOUNT OF $296,125,000

(15-130)

WHEREAS, at its July 23, 2015, meeting, the Texas Water Development Board
(TWDB), by TWDB Resolution No. 15-076, made a multi-year commitment to the City of
Houston for financial assistance in the amount of $296,125,000 from the -State Water
Implementation Revenue Fund for Texas (SWIRFT), through the purchase of $296,125,000
City of Houston, Texas Combined Utility System Revenue Bonds, all as is more specifically
set forth in the TWDB’s Resolution No. 15-076 and accompanying documentation, to which
documents express reference is made; and

-

-

WHEREAS, TWDB Resolution No. 15-076 was based on a plec'lgerof a first lien on the
net revenues of the combined utility system; and ) '

WHEREAS, the City intended to pledge a subordinate lien on the net revenues of the
combined utility system for the $25,915,000 Series 2015E Bonds; and

WHEREAS, TWDB Resolution No. 15-076, condition numbers twenty-one (related to
the City’s coverage requirements) and twenty-four (related to the City’s additional bonds test),
inadvertently refer to “Subordinate Lien Bonds” instead of “Second Lien Bonds”; and

WHEREAS, an amendment to TWDB Resolution No. 15-076 is therefore necessary to
correspond with the City’s Series 2015E Bond Ordinance; and

WHEREAS, the TWDB hereby finds that the amendment to modify the City’s pledge
from a first lien to a subordinate lien for the Series 2015E Bonds and the amendment to change
the reference from “Subordinate Lien Bonds” to “Second Lien Bonds” in condition numbers
twenty-one and twenty-four from the TWDB’s commitment to the City are reasonable, are in
the public interest, and will serve a public purpose; and

WHEREAS, in accordance with the Texas Water Code, the TWDB has carefully
considered all matters required by law;

NOW THEREFORE, based on these findings, the TWDB resolves as follows:

1. The commitment made through TWDB Resolution No. 15-076 to the City of
Houston for financial assistance from the State Water Implementation Revenue
Fund for Texas is based on a subordinate lien for the $25,915,000 Series 2015E
Bonds.

2. The commitment made through TWDB Resolution No. 15-076 to the City of
Houston for financial assistance in the amount of $296,125,000 from the State



Water Implementation Revenue Fund for Texas will reference “Second Lien
Bonds” in place of “Subordinate Lien Bonds™ in condition numbers twenty-one and
twenty-four.

3. All other terms and conditions of TWDB Resolution No. 15-076 shall remain in full
force and effect.

APPROVED and ordered of record this, the 28th day of October, 2015.

TEXAS WATER DEVELOPMENT BOARD

(o \C Qo

Bech Bruun, Chairman

DATE SIGNED: /0-A¥-15

ATTEST:

KevinfattesoR
Executive Administrator

——
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Attachment 7

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD AMENDING
TEXAS WATER DEVELOPMENT BOARD RESOLUTION NO. 15-076 AS AMENDED
BY TEXAS WATER DEVELOPMENT BOARD RESOLUTION NO. 15-130
TO PROVIDE FINANCIAL ASSISTANCE TO THE CITY OF HOUSTON
IN THE AMOUNT OF $296,125,000

(16-080)

WHEREAS, at its July 23, 2015, meeting, the Texas Water Development Board
(TWDB), by TWDB Resolution No. 15-076, as amended by TWDB Resolution No. 15-130,
made a multi-year commitment to the City of Houston (City) for financial assistance in the
amount of $296,125,000 from the State Water Implementation Revenue Fund for Texas
(SWIRFT), through the purchase of $296,125,000 City of Houston, Texas Combined Ultility
System Revenue Bonds, all as is more specifically set forth in the TWDB’s Resolution Nos.
15-076 and 15-130 and accompanying documentation, to which documents express reference
is made; and

WHEREAS, at its October 28, 2015, meeting the TWDB, by Resolution No. 15-130,
amended TWDB Resolution 15-076 to specify that the commitment made in TWDB Resolution
No. 15-076 was based on a subordinate lien for the $25,915,000 Series 2015 E Bonds; and

WHEREAS, by letter dated May 9, 2016, the City requested that the TWDB approve a
subordinate lien pledge on the remaining $270,210,000 of the TWDB commitment made in
TWDB Resolution No. 15-076; and

WHEREAS, the TWDB hereby finds that it is reasonable and within the public interest
and will serve a public purpose to amend TWDB Resolution No. 15-076, as amended by TWDB
Resolution No. 15-130 to accept a subordinate lien pledge on the remaining $270,210,000 of the
TWDB commitment made in TWDB Resolution No. 15-076;

WHEREAS, by letter dated February 5, 2016, the City requested that the TWDB amend
TWDB Resolution No. 15-076, to modify the City’s Annual Loan Closing Schedule for funding
cycles 2016 through 2020;

WHEREAS, the TWDB hereby finds that it is reasonable and within the public interest
and will serve a public purpose to amend TWDB Resolution No. 15-076, as amended by
TWDB Resolution No. 15-130, to modify the City’s Annual Loan Closing Schedule to reflect
an increase in funding in the amount of $31,620,000 in 2016 and a decrease in funding in the
same amount in 2018;

WHEREAS, the TWDB hereby finds that it is reasonable and within the public interest
and will serve a public purpose to amend TWDB Resolution No. 15-076, as amended by
TWDB Resolution No. 15-130, to adjust specific projects as originally budgeted in the
commitment as proposed by the City; and

WHEREAS, the TWDB finds that due to the significant scope and complexity of the
projects funded under this commitment there is reason to allow the Executive Administrator to

2



review and, where appropriate, to provide approval of the movement of funds between the
projects funded by this commitment; and

WHEREAS, in accordance with the Texas Water Code, the TWDB has carefully

considered all matters required by law;

NOW, THEREFORE, based on these considerations and findings, the TWDB resolves as

follows:

1.

The commitment made through TWDB Resolution No. 15-076, as amended by TWDB
Resolution No. 15-130, to the City of Houston for financial assistance from the State
Water Implementation Revenue Fund for Texas is now further amended to be based on a
subordinate lien for the remaining $270,210,000.

The commitment made through TWDB Resolution No. 15-076, as amended by TWDB
Resolution No. 15-130, to the City of Houston for financial assistance from the State
Water Implementation Revenue Fund for Texas is further amended and shall be evidenced
by the TWDB’s proposed purchase of $63,020,000 City of Houston, Texas Combined
Utility System Subordinate Lien Revenue Bonds, Proposed Series 2016.

The annual loan closing schedule commitment that was made through TWDB
Resolution No. 15-076, as amended by TWDB Resolution No. 15-130, to the City of
Houston for financial assistance from the State Water Implementation Revenue Fund
for Texas is further amended as proposed below and will be reviewed by the Executive
Administrator each funding cycle:

a. $45,230,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2017;

b. $129,530,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2018;

c. $15,320,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2019; and

d. $17,110,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2020.

Further, the commitment as amended by this Resolution and described above consists of
the following Projects:

a. Project No. 51023 (Northeast Water Purification Plant Expansion) in the amount
of $157,205,000; and
b. Project No. 51021 (Second Source Phase I) in the amount of $138,920,000.

The TWDB authorizes the Executive Administrator to review and where appropriate, to
allow the budgets for Projects No. 51021 and 51023 to be modified to reflect an
appropriate allocation of costs.



6. All other terms and conditions of TWDB Resolution No. 15-076 and TWDB Resolution
No. 15-130 shall remain in full force and effect.

APPROVED and ordered of record this the 21st day of July, 2016.

TEXAS WATER DEVELOPMENT BOARD

Wi ¥ L

Bech K. Bruun, Chairman

DATE SIGNED: “)—21—|\L

JeffWa

Executjve Adniinistrator



Attachment 8

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD AMENDING
TEXAS WATER DEVELOPMENT BOARD RESOLUTION NO. 15-076 AS AMENDED BY
TEXAS WATER DEVELOPMENT BOARD RESOLUTION NOS. 15-130 AND 16-080
TO PROVIDE FINANCIAL ASSISTANCE TO THE CITY OF HOUSTON IN
THE AMOUNT OF $296,125,000)

(17-084)

WHEREAS, at its July 23, 2015, meeting, the Texas Water Development Board
(TWDB), by TWDB Resolution No. 15-076, as amended by TWDB Resolution Nos. 15-130 and
16-080, made a multi-year commitment to the City of Houston (City) for financial assistance
in the amount of $296,125,000 from the State Water Implementation Revenue Fund for Texas
(SWIRFT), through the purchase of $296,125,000 City of Houston, Texas Combined Utility
System Revenue Bonds, all as is more specifically set forth in the TWDB’s Resolution Nos.
15-076, 15-130, 16-080, and accompanying documentation, to which documents express
reference is made; and

WHEREAS, at its October 28, 2015 meeting the TWDB by Resolution No. 15-130,
amended TWDB Resolution 15-076 to specify that the commitment made in TWDB Resolution
No. 15-076 was based on a subordinate lien for the $25,915,000 Series 2015E Bonds; and

WHEREAS, at its July 21, 2016 meeting the TWDB by Resolution No. 16-080
amended TWDB Resolution No. 15-076, as amended by TWDB Resolution No. 15-130, to (1)
accept a subordinate lien pledge on the remaining financial assistance to the City; (2) modify
the City’s Annual Loan Closing Schedule for funding cycles 2016 through 2020; and (3)
delegate authority to the Executive Administrator to approve the movement of funds
between the City’s SWIFT Projects approved in TWDB Resolution No. 15-076; and

WHEREAS, the City, by letter dated February 3, 2017, has requested that the TWDB
further amend TWDB Resolution No. 15-076, as amended by TWDB Resolution Nos. 15-130
and 16-080, to modify the City’s Annual Loan Closing Schedule reflecting an increase in
funding in the amount of $37,940,000 in 2017 and a corresponding decrease spread over
the remaining years; .

WHEREAS, the TWDB hereby finds that it is reasonable and within the public .
interest and will serve a public purpose to amend TWDB Resolution No. 15-076, asamended
by TWDB Resolution Nos. 15-130 and 16-080, to modify the City’s Annual Loan Closing
Schedule to reflect an increase in funding in the amount of $37,940,000 in 2017 and a
corresponding decrease spread over the remaining years; and

WHEREAS, in accordance with the Texas Water Code, the TWDB has carefully
considered all matters required by law.



NOW, THEREFORE, based on these considerations and findings, the TWDB resolves
as follows:

1. The annual loan closing schedule commitment that was made through TWDB
Resolution No. 15-076, as amended by TWDB Resolution Nos. 15-130 and 16-080,
to the City of Houston for financial assistance from the State Water Implementation
Revenue Fund for Texas is further amended as proposed below and will be reviewed
by the Executive Administrator each funding cycle:

a. $83,170,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2017,

b. $106,910,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2018;

c. $17,110,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2019; and

d. $0 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2020.

2. Further, the commitment as amended by this Resolution and described above consists
of the following Projects:

a. Project No. 51023 (Northeast Water Purification Plant Expansion) in the amount
of $157,205,000; and
b. ProjectNo. 51021 (Second Source Phase I) in the amount of $138,920,000.

3. All other terms and conditions of TWDB Resolution No. 15-076, as amended by
TWDB Resolution Nos. 15-130 and 16-080, shall remain in full force and effect.

APPROVED and ordered of record this the 20th day of July, 2017.

TEXAS WATER DEVELOPMENT BOARD

Yoo\ (T

Bech K. Bruun, Chairman

DATE SIGNED: __7-30-/7

ATTEST:

v/

eff W
Executive mmlstratm
2




Attachment 9

A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD AMENDING TEXAS
WATER DEVELOPMENT BOARD RESOLUTION NO. 15-076 AS AMENDED BY TEXAS
WATER DEVELOPMENT BOARD

RESOLUTION NOS. 15-130, 16-080, AND 17-084
TO PROVIDE ADDITIONAL FINANCIAL ASSISTANCE TO THE CITY OF
HOUSTON IN THE AMOUNT OF $153,155,000

(18-089)

WHEREAS, at its July 23, 2015, meeting, the Texas Water Development Board
(TWDB), by TWDB Resolution No. 15-076, made a multi-year commitment to the City of
Houston (City) for financial assistance in the amount of $296,125,000 from the State Water
Implementation Revenue Fund for Texas (SWIRFT), through the purchase of
$296,125,000 City of Houston, Texas Combined Utility System Revenue Bonds, all as is
more specifically set forth in the TWDB’s Resolution Nos. 15-076, 15-130, 16-080, 17-
084 and accompanying documentation, to which documents express reference is made; and

WHEREAS, at its October 28, 2015, meeting, the TWDB, through Resolution No. 15-
130, amended TWDB Resolution 15-076 to specify that the commitment made in TWDB
Resolution No. 15-076 was based on a subordinate lien for the $25,915,000 Series 2015E
Bonds; and

WHEREAS, at its July 21, 2016, meeting, the TWDB, through Resolution No. 16-080
amended TWDB Resolution No. 15-076 as amended by TWDB Resolution No. 15-130, to accept
a subordinate lien pledge on the remaining financial assistance to the City; modified the City’s
Annual Loan Closing Schedule for funding cycles 2016 through 2020; and delegated authority
to the Executive Administrator to approve the movement of funds between the City’s SWIFT
Projects that were approved in TWDB Resolution No. 15-076; and

WHEREAS, at its July 20, 2017 meeting, the TWDB amended TWDB Resolution No. 15-
076, as amended by TWDB Resolution Nos. 15-130 and 16-080, to modify the City’s Annual
Loan Closing Schedule to reflect an increase in funding in the amount of $37,940,000 in 2017
and a decrease in funding in the same amount in 2018;

WHEREAS, the City seeks an amendment to TWDB Resolution No. 15-076, as
amended by TWDB Resolution Nos. 15-130, 16-080, and 17-084, for additional financial
assistance for Project Nos. 51021 and 51023 through the TWDB'’s proposed purchase of
$153,155,000 City of Houston, Texas Combined Utility System Revenue Bonds, Proposed
Series 2018; and

WHEREAS, the City requests that the TWDB further amend TWDB Resolution No. 15-
076, as amended by TWDB Resolution Nos. 15-130, 16-080, and 17-084, to modify the City’s
Annual Loan Closing Schedule to reflect an increase in funding in the amount of $17,110,000
in 2018 which is the remaining amount of funding committed to the City; and



WHEREAS, the TWDB hereby finds that it is reasonable and within the public interest
and will serve a public purpose to amend TWDB Resolution No. 15-076, as amended by TWDB
Resolution Nos. 15-130, 16-080, and 17-084, to modify the City’s Annual Loan Closing Schedule
to reflect an increase in funding in the amount of $153,155,000 and to permit the City to close
on the remainder of the commitment in 2018; and

WHEREAS, in accordance with the Texas Water Code, the TWDB has carefully
considered all matters required by law;

NOW, THEREFORE, based on these considerations and findings, the TWDB resolves as
follows:

1. The annual loan closing schedule commitment that was made through TWDB
Resolution No. 15-076, as amended by TWDB Resolution Nos. 15-130, 16-080, and
17-084, to the City of Houston for financial assistance from the State Water
Implementation Revenue Fund for Texas is further amended as proposed below:

a. $170,265,000 City of Houston, Texas Combined Utility System Subordinate Lien
Revenue Bonds, Proposed Series 2018;

2 Further, the commitment as amended by this Resolution and described above consists
of the following Projects:

a. Project No. 51023 (Northeast Water Purification Plant Expansion) in the
amount of $137,250,000; and

b. Project No. 51021 (Second Source Phase I) in the amount of $33,015,000.

All other terms and conditions of TWDB Resolution No. 15-076 as amended by TWDB
Resolution Nos. 15-130, 16-080, and 17-084, shall remain in full force and effect.

APPROVED and ordered of record this the 26th day of July, 2018.

TEXAS WA,! ER DEVELOPMENT BOARD

Peter M. Lake', Chairman

DATESIGNED: 2/ 27F/(8

Wl

Jeff Wélk%xecugive Administrator

(3]
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Attachment 10
WATER CONSERVATION REVIEW

Entity: City of Houston Review date: June 2020

WATER CONSERVATION PLAN DATE: July 2019 Approvable O [ Adopted
Total GPCD Residential GPCD Water Loss GPCD Water Loss Percent
Baseline 129 62 24 19
5-year Goal 127 61 23 18
10-year Goal 125 60 22 18

WATER LOSS AUDIT YEAR: 2019

Wholesale Water -

Connections per mile: 68

Total water loss (percent): 14
Length of mains (miles): 7,193

Total water loss (GPCD): 19
Total no. of connections: 492,527

If > 16 connections per mile and > 3,000 connections, Infrastructure Leakage Index (/L/): 6.3

WATER LOSS THRESHOLDS:
Apparent | Real Loss | Real Loss | Apparent Real Real
Loss Gallonsper | Gallonsper I Threshold | Threshold | Threshold
Gallons per mile per day connection Gallons per Gallons per Gallons per
connection per day connection mile per day connection
per day per day per day
If population < 10K, connections/mile < 32 : NA NA NA NA NA NA
If population < 10K, connections/mile > 32 : NA NA NA NA NA NA
If population > 10K : 14 NA 79 29 38

Does the applicant meet Water Loss Threshold requirements?

Yes O

No (@)

NA
NA O

ADDITIONAL INFORMATION:

In its water conservation plan, the city seeks to expand and implement various programs to achieve modest reductions in
total GPCD and residential GPCD. Also, the city has implemented cost-effective strategies for reducing overall water loss
in their system. Some of the strategies include reducing water loss by implementing and using the Advanced Metering
Infrastructure (AMI) network to detect leaks, reducing water usage by the city's facilities and other non-revenue users,
reducing water theft (disconnecting bypasses and direct connects), and expediting shutoff of water meters with no
account owner. Notably, the city also plans to establish interconnectivity with the city's current web portal, thereby
facilitating utilization by all customers (residential multifamily, non-residential, etc.) and taking steps to becoming a "smart

city".

Previously, TWDB approved a loan with the city to replace approximately 696,000 feet of 2-inch to 20-inch distribution
and transmission pipelines and 50,000 obsolete water meters throughout the city. The project also included the
installation of a meter network system to facilitate remote recording of water usage by residential, commercial, and
institutional customers.

STAFF NOTES AND RECOMMENDATIONS:

Although improvements have been made in the city's water loss, the city remains above its threshold for real loss. The
city has submitted a waiver request from including funds to mitigate its water loss as part of this project. In its request the
city states that it has made process improvements to decrease the amount of time it takes to fix leaks; closed on a loan
with TWDB in 2015 that included $6 million to replace meters; and, had a third-party water loss audit conducted in
January 2017 that identified additional ways to reduce water loss. TWDB conservation staff believes that the city is taking
appropriate steps that will help continue to mitigate its water loss.



DEFINITIONS

Adopted refers to a water conservation plan that meets the minimum requirements of the water conservation plan rules and has
been formally approved and adopted by the applicant’s governing body.

Apparent loss refers to unauthorized consumption, meter inaccuracy, billing adjustments, and waivers.

Approvable refers to a water conservation plan that substantially meets the minimum requirements of the water conservation plan
rules but has not yet been adopted by the applicant’s governing body.

Best Management Practices are voluntary efficiency measures that save a quantifiable amount of water, either directly or indirectly,
and that can be implemented within a specific time frame.

GPCD means gallons per capita per day.

Infrastructure Leakage Index (ILI) is the current annual real loss divided by the unavoidable annual real loss (theoretical minimum
real loss) and only applies to utilities with more than 5,000 connections, average pressure greater than 35 psi, and a connection
density of more than 32 connections per mile. The ILI is recommended to be less than 3 if water resources are greatly limited and
difficult to develop, between 3 and 5 if water resources are adequate to meet long-term needs but water conservation is included in
long-term water planning, and between 5 and 8 if water resources are plentiful, reliable, and easily extracted. The ILl is
recommended as a bench marking tool, but until there is increased data validity of the variables used in the calculation, the ILI should
be viewed with care.

NA means not applicable.
Produced water is the total amount of water purchased or produced by the utility.
Real loss comes from main breaks and leaks, storage tank overflows, customer service line breaks, and leaks.

Residential GPCD is the amount of water per capita used solely for residential use and ideally includes both single and multi-family
customer use.

Total baseline GPCD is the amount of all water purchased or produced by the utility divided by the service area population and then
divided by 365.

Total water loss is the sum of the apparent and real water losses.

Water loss is the difference between the input volume and the authorized consumption within a water system. Water Loss consists of
real losses and apparent losses.

Water Loss Thresholds are levels of real and apparent water loss determined by the size and connection density of a retail public
utility, at or above which a utility receiving financial assistance from the Texas Water Development Board must use a portion of that
financial assistance to mitigate the utility's system water loss.
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June 22, 2020

Jeff Walker, Executive Administrator

Texas Water Development Board

Water Supply & Infrastructure — Regional Water Project Development
Stephen F. Austin Building

1700 N. Congress Avenue, 5 Floor

Austin, Texas 78711-3231

Dear Mr. Walker:

The City of Houston’s Combined Utility System (CUS) is working on several fronts to decrease
the water loss in our system. This is an important issue and the CUS has made it one of our top
strategic objectives. Some of the most significant things we are currently doing include:

e Process improvements to decrease the amount of time it takes us to fix leaks;

e Closing on a Drinking Water loan from TWDB in calendar year 2015 that included $6 million
for meter replacement. The contract will be sent to City council action this year; and

e A water loss audit of the CUS was conducted by Black & Veatch in January 2017. This gave
us significantly more information which will be used to find additional ways to reduce water loss.

As we are already using TWDB funding to mitigate water loss as described above, we are
requesting a waiver from Texas Water Code Section 16.012(qg).

If you have any questions, please do not hesitate to contact me at (832)395-2658 or Jennifer
Nguyen at (832)395-2586.

Sincerely,

DocuSigned by:

Selanki, Samir
119AD6501C30463...
Samir Solanki
Chief Financial Officer
Houston Public Works

PO Box 1562 | Houston, Texas 77251-1562 | HoustonPublicWorks.org
Capital Projects | Customer Account Services | Houston Permitting Center | Houston Water |
Transportation & Drainage Operations
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	Text6: In its water conservation plan, the city seeks to expand and implement various programs to achieve modest reductions in total GPCD and residential GPCD. Also, the city has implemented cost-effective strategies for reducing overall water loss in their system. Some of the strategies include reducing water loss by implementing and using the Advanced Metering Infrastructure (AMI) network to detect leaks, reducing water usage by the city's facilities and other non-revenue users, reducing water theft (disconnecting bypasses and direct connects), and expediting shutoff of water meters with no account owner. Notably, the city also plans to establish interconnectivity with the city's current web portal, thereby facilitating utilization by all customers (residential multifamily, non-residential, etc.) and taking steps to becoming a "smart city".


Previously, TWDB approved a loan with the city to replace approximately 696,000 feet of 2-inch to 20-inch distribution and transmission pipelines and 50,000 obsolete water meters throughout the city. The project also included the installation of a meter network system to facilitate remote recording of water usage by residential, commercial, and institutional customers. 
	Text7: Although improvements have been made in the city's water loss, the city remains above its threshold for real loss. The city has submitted a waiver request from including funds to mitigate its water loss as part of this project. In its request the city states that it has made process improvements to decrease the amount of time it takes to fix leaks; closed on a loan with TWDB in 2015 that included $6 million to replace meters; and, had a third-party water loss audit conducted in January 2017 that identified additional ways to reduce water loss. TWDB conservation staff believes that the city is taking appropriate steps that will help continue to mitigate its water loss.  



