7.0, Drawer 305 » Lewisville, TX 75087

UPPER _TRINITY

o IR LU Lt (872)219-1228 + Fax {972)221-9896

May 22, 2015

Mr. Luis Faries, Manager of Regional Water Planning & Development - Team 3
State Water Implementation Fund for Texas {SWIFT)

Texas Water Development Board

P.0. Box 13231

Austin, Texas 78711-3231

Re:  Upper Trinity Regional Water District (TWDB PIF #11068) SWIFT Application Submission
Dear Mr. Farias:

TWDB’s invitation for UTRWD fo submit & full application for financial assistance through the SWIFT Program is
appreciated. The requested funding is needed for proposed Lake Relph Hall.

This letter serves as transmittal for the full application for this much needed project which will provide a critical
water supply for one of the fastest growing regions of Texas. We received the official invitation on May 8, 2015.
On May 7, the Board of Directors for UTRWD formelly and unanimously authorized Staff to submit the application
for the following amounts and types of funding assistance as offered by the Texas Water Development Board.

o $15,565.000 Boerd Participation
$29,145,000 Deferred Loan
o Totaji amount of requested assistance: $44,680,000

Lake Raiph Hall is the classic example of a high priority project that the SWIFT Program was created to assist.
With the Lake Raiph Hall Project, Upper Trinity will have the opportunity to continue our enduring partnership with
TWDB and create another “success story” - - by providing an adequate water supply for the people.

We have endeavored to respond fully to the requirements of the SWIFT financial assistance program. However,
should you have any questions or need additional information, please contact me or our Project Manager, Larry
N. Patterson, at (872) 216-1228 or at |patierson@utrwd com.

incegely,

omas E. Taylor %’4/

Executive Director

TET/hfbhs

Enclosures: {1) TWDB SWIFT Application for PiF #11068 (with Related Attachments)
{2) CD of TWDB SWIFT Application for PIF #11088 (with Related Attachments)

C: Todd Madison, President, UTRWD
Larry N. Patterson, Deputy Executive Direclor
Wiliam A. Greenileaf, Director of Business Services
Bavid Medanich, First Southwest
Nick Butaich, First Southwest

A conservation and reclamation district of the State of Texas,

With vision and courage, weplan. .. .. With cooperation and commitment, we serve.



STATE WATER IMPLEMENTATION FUND FOR TEXAS (SWIFT)
FULL APPLICATION FOR FINANCIAL ASSISTANCE

FOR LAKE RALPH HALL - - TWDB PIF #11068

MAY 22, 2015

TABLE OF CONTENTS

Transmittal Letter and Application

ATTACHMENTS

Part A-# 6 — Consulting Contracts

Part A - #10 — Total Funding from All Sources

Part B - #16 — Pledged Revenue and Rate Covenant

Part B - #17 — Resolution requesting Financial Assistance

Part B - #18 — Application Affidavit

Part B - #19 — Certificate of Secretary

Part B - #21 — Resolution Authorizing Outstanding Parity Debt
Part C - #31 — Summary of Wholesale Contract with Customers
Part C - #45 — Proforma of System Revenue and Expenses
Part C - #46 — Five Year Comparative Operating Statement
Part C - #47 — Annual Audit

Part C - #47 — Management Letter

Part C - #47 — Interim Financial Statement

Part C - #49 — Listing of Outstanding Debt

Part C - #52 — Sample Member Contract

Part D - #54 — Summary of Feasibility Study for Proposed Lake Ralph Hall
Part D - #56 — Proposed Lake Ralph Hall Map

Part D - #57 — Census Tracts

Part D - #59 — Population and Water Demand Projections

Part D - #60 — Project Budget

Part D - #61 — Water Project Information Form

Part D - #63 — Surface Water Affidavit and TCEQ Water Right Permit
Part D - #64 — Site Certificate

Part D - #67 — USACE Work on Environmental Impact

Part E - #71a — Proposed Bond Ordinance

Part E - #71b — Private Placement Memorandum



APPLICATION FOR FINANCIAL ASSISTANCE

FOR WATER AND WASTEWATER INFRASTRUCTURE PROJECTS

This application is comprehensive, covering all loan and grant assistance applications for water
and wastewater infrastructure financing through the various Texas Water Development Board
(TWDB) programs. The format of the application is intended to expedite the review process for
both the applicant and TWDB staff. This application can be used by political subdivisions,
including water supply corporations.

Please submit one double-sided original and one indexed, electronic copy, via electronic storage
media such as CD or flash drive using MS Word, Excel and/or Adobe Acrobat.

Please submit your application to:

Texas Water Development Board

Water Supply and Infrastructure-Regional Water Planning and Development
P O Box 13231

1700 N. Congress Avenue, 5" Floor

Austin, Texas 78711-3231

(78701 for courier deliveries)

A complete application consists of all of the applicable information and forms requested in this
document. When preparing this application please review the Application and all Guidance and
Forms, listed at the end.

For more information, please contact your Regional Project Implementation Team at:

http://www.twdb.texas.gov/financial/programs/swift/regional project teams.asp

Thank you.

TWDB Use Only

Name of Applicant:

Date application received:

Date administratively complete:



http://www.twdb.texas.gov/financial/programs/swift/regional_project_teams.asp
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Part A: General Information

1.

5.

The legal authority under which the applicant was created and operates.

a)
b)
c)
d)
e)
f)

g)
h)
i)

[ [ [ [

TYPE A GENERAL-LAW MUNICIPALITY (Texas Local Gov’t Code Sec. 5.001)

TYPE B GENERAL-LAW MUNICIPALITY (Texas Local Gov’t Code Sec. 5.002)

TYPE C GENERAL-LAW MUNICIPALITY (Texas Local Gov’t Code Sec. 5.003)

HOME-RULE MUNICIPALITY (Texas Local Gov’t Code Sec. 5.004)

SPECIAL-LAW MUNICIPALITY (Texas Local Gov’t Code Sec. 5.005)

NONPROFIT ORGANIZATION (Business Organization Code Chapter 22)

NONPROFIT WATER SUPPLY OR SEWER SERVICE CORP. (Texas Water Code Chapter 67)
ALL DISTRICTS (Texas Water Code Chapter 49)

OTHER (attach)

Applicant Name and Contact Information:

Name: Upper Trinity Regional Water District
County: Denton

Physical | 900 North Kealy Street

Address: | Lewisville, Texas 75057

Mailing P.O. Drawer 305

Address: | Lewisville, Texas 75067

Phone: 972-219-1228

Fax: N/A

Website: | www.utrwd.com

Brief description of the project:

Lake Ralph Hall is being proposed on the North Sulphur River in the Sulphur River Basin in
Fannin County, Texas by Upper Trinity Regional Water District (the District) for the primary
purpose of creating and developing a municipal water supply reservoir. Water from the
projectis to be used to meet future water demands within that portion of Fannin County that
lies in the Sulphur River Basin and within the service area of the District in the Trinity River
Basin. The proposed lake project boundary is approximately 12,000 acres and once

developed would provide a firm yield of about 30 mgd.

Applicant’s Officers and Members:

Name Office Held
Todd Madison President Board of Directors
Lance Vanzant Vice President Board of Directors
Chris Boyd Treasurer Board of Directors
Gary Calmes Secretary Board of Directors

Applicant’s primary contact person for day-to-day project implementation.



http://www.statutes.legis.state.tx.us/Docs/LG/htm/LG.5.htm#5.001
http://www.statutes.legis.state.tx.us/Docs/LG/htm/LG.5.htm#5.002
http://www.statutes.legis.state.tx.us/Docs/LG/htm/LG.5.htm#5.003
http://www.statutes.legis.state.tx.us/Docs/LG/htm/LG.5.htm#5.004
http://www.statutes.legis.state.tx.us/Docs/LG/htm/LG.5.htm#5.005
http://www.statutes.legis.state.tx.us/Docs/BO/htm/BO.22.htm
http://www.statutes.legis.state.tx.us/Docs/WA/htm/WA.67.htm
http://www.statutes.legis.state.tx.us/Docs/WA/htm/WA.49.htm

Name: Larry N. Patterson, P.E.

Title: Deputy Executive Director

Address: | 900 N. Kealy Street, Lewisville, TX 75057
Phone: 972-219-1228

Fax: N/A

Email: Ipatterson@utrwd.com

Applicant’s Consultants (Attach copies of all draft and/or executed contracts for consultant
services to be used by the Applicant in applying for financial assistance or constructing the
proposed project.):

a) Applicant Engineer

Firm CH2M Hill, Inc.

Name:

Contact: | Edwards M. Motley, BCEE, P.E.
Address: | 12750 Merit, Suite 1100, Dallas, TX 75251
Phone: 972-663-2237

Fax: 972-385-0846

Email: edward.motley@ch2m.com

b) Bond Counsel

Firm Bracewell & Giuliani L.L.P.

Name:

Contact: | Rob Collins

Address: | 1445 Ross Avenue, Suite 3800, Dallas, Texas 75202-2711
Phone: 214-758-1012

Fax: 800-404-3970

Email: Rob.collins@bgllp.com

¢) Financial Advisor

Firm First Southwest Company

Name:

Contact: | David K. Medanich

Address: | 777 Main Street, Suite 1200, Fort Worth, Texas 76102
Phone: 817-332-9710

Fax: 817-336-5572

Email: David.Medanich@firstsw.com

d) Certified Public Accountant (or other appropriate rep)

Firm Deloitte & Touche LLP
Name:
Contact: | Terry Kile
Address: | Chase Tower, Suite 1600,
2200 Ross Avenue, Dallas, Texas 75201-6778
Phone: 214-840-7475
Fax: 214-880-5475
Email: tkile@deloitte.com




e) Legal Counsel (if other than Bond Counsel)

Firm Boyle & Lowry L.L.P.

Name:

Contact: | John F. Boyle, Jr.

Address: | 4201 Wingren, Suite 108, Irving, Texas 75062
Phone: 972-650-7100

Fax: 972-650-7105

Email: jboyle@boyle-lowry.com

f) Any other consultant representing the Applicant before the Board

Firm CPY, Inc.

Name:

Contact: | Pete Patel, P.E.

Address: | 1820 Regal Row, Dallas, Texas 75235
Phone: 214-638-0500

Fax: 214-638-3723

Email: ppatel@cpyi.com

g) Any other consultant representing the Applicant before the Board

Firm Alan Plummer Associates, Inc.
Name:
Contact: | Alan Tucker, P.E.
Address: | 1320 South University Drive, Suite 300, Fort Worth, TX 76107
Phone: 817-806-1700
Fax: 817-870-2536
Email: atucker@apaienv.com
7. List the counties within the Applicant’s service area. Fannin, Collin, Cooke, Dallas, Denton,

8.

9.

10.

Grayson & Wise
Identify the Applicant’s total service area population: 202,939

Applicant is requesting funding from which programs? Check all that apply.

$44,680,000

PROGRAM AMOUNT REQUESTED
a) [ Drinking Water State Revolving Fund (DWSRF) $
b) [] Clean Water State Revolving Fund (CWSRF) $
c) [ Texas Water Development Fund (DFund) $
dy [ State Participation $
e) [ Rural Water Assistance Fund (RWAF) $
) X State Water Implementation Fund for Texas (SWIFT) $
g [ Economically Distressed Areas Program (EDAP) $
hy [] If other please explain: $

Other Funding Sources: Provide a list of any other funding source(s) being
the project, including Applicant’s local contribution, if any, or commitments a

utilized to complete
pplied for and/or



received from any other funding agency for this project or any aspect of this project. Provide
commitment letters if available. Additional funding sources must be included within the

Project Budget (TWDB-1201).

Anticipated or
Funding Type of Funds Date Applied Funding Secured
Source (Loan/Grant) Amount ($) for Funding Date
Attached | Attached Attached Attached Attached
Total
Funding $
from All
Sources

Comments: Attached

11. Applicant is requesting funding for which phase(s)? Check all that apply.

= Planning
X Acquisition
X Design
[] Construction
12. Is Applicant requesting funding to refinance existing debt?
] Yes If yes, attach a copy of the document securing the debt to be refinanced.

X

[] Attached document

No




Part B: Legal Information

13. Cite the legal authority under which the Applicant can issue the proposed debt including the
authority to make a proposed pledge of revenues.

Constitution and general laws of the State of Texas, including Chapter 1053, Acts of the
71st Legislature of Texas, Regular Session, 1989, as amended by Chapter 494, Acts 1995,
74" Legislature of Texas, Regular Session, 1995 (collectively, the “District Act”).

14. What type of pledge will be used to repay the proposed debt?
X Systems Revenue
] Taxes
[] Combination of systems revenues and taxes
[] Other (Contract Revenue, etc.)

15. Provide the full legal name of the security for the proposed debt issue(s). PLEDGED
REVENUES.

16. Describe the pledge being offered and any existing rate covenants. SEE ATTACHED.
17. Attach the resolution from the governing body requesting financial assistance.

TWDB-0201A (http://www.twdb.texas.gov/financial/instructions/)
X Attached Resolution

18. Attach the Application Affidavit
TWDB-0201 (http://www.twdb.texas.gov/financial/instructions/)
X Attached Applicant Affidavit

19. Attach the Certificate of Secretary
TWDB-201B (http://www.twdb.texas.gov/financial/instructions/)
X Attached Certificate of Secretary

20. Is the applicant a Water Supply Corporation (WSC)?

Yes If yes, attach each of the following:
Articles of Incorporation
Certificate of Incorporation from the Texas Secretary of
State evidencing that the current Articles of Incorporation are
on file with the Secretary
By-laws and any amendments
Certificate of Status from the Texas Secretary of State (i.e.
Certificate of Existence)
Certificate of Account Status from the Texas Comptroller of
Public Accounts (certifies that the WSC is exempt from the
franchise tax and that the WSC is in good standing).

N I O W (I

X No

21. Is the applicant proposing to issue revenue bonds?

Yes If yes, attach copies of the most recent resolution/ordinance(s) authorizing
any outstanding parity debt. This is essential to insure outstanding bond
covenants are consistent with covenants that might be required for TWDB
financing.

X Attached resolution/ordinance(s)


http://www.twdb.texas.gov/financial/instructions/)
http://www.twdb.state.tx.us/financial/instructions/
http://www.twdb.state.tx.us/financial/instructions/

22.

23.

24,

25.

] No

Does the applicant possess a Certificate of Convenience and Necessity (CCN)?
Yes If yes, attach a copy of the CCN and service area map showing the areas
the applicant is allowed to provide water or wastewater services.
] Attached CCN and service area map
[] No If no, indicate the status of the CCN.

X N/A

Has the applicant been the subject of any enforcement action by the Texas Commission on
Environmental Quality (TCEQ), the Environmental Protection Agency (EPA), or any other entity
within the past three years?
Yes If yes, attach a brief description of every enforcement action within
the past three years and action(s) to address requirements.
] Attached

X No

Are any facilities to be constructed or the area to be served within the service are of a
municipality or other public utility?

X Yes If yes, has the applicant obtained an affidavit stating that the utility does not
object to the construction and operation of the services and facilities in its
service area?

] If yes, attach a copy of the affidavit.
[] Attached affidavit
X If no, provide an explanation as to why not.

Upper Trinity has contracts with its Participating Members and Customers receiving
wholesale treated water. These contracts allow Upper Trinity to acquire and construct
projects when and as needed, as determined by the District, to supply treated water to all
Participating Members and other Customers.

Upper Trinity has a contract with the City of Ladonia which states “Ladonia hereby agrees
to provide its full support for the proposed Lake and for associated improvements.”

Additionally, Upper Trinity has a contract with Fannin County which states “the District and
Fannin County do hereby express their mutual desire to work in spirit and partnership to
develop Lake Ralph Hall as a strategic water resource and as an important asset for Fannin
County.”

For information regarding easements related to the construction of the required raw water
transmission line from Lake Ralph Hall refer to Part D - #64 — Form ED-101.

[] No

If the assistance requested is more than $500,000 a Water Conservation Plan (WCP) is required.
The WCP cannot be more than EIVE years old and must have been adopted by the applicant.
Has the applicant adopted a Board-approved WCP? (Check one and attach requested
information, if any.)

= Yes Enter date of Applicant’'s WCP adoption:_September 2012

] No If no, attach a copy of a draft Water Conservation Plan and Drought




Contingency Plan prepared in accordance with the TWDB WCP Checklist
(http://lwww.twdb.state.tx.us/financial/instructions/doc/TWDB-1968. pdf)
] Attached Draft WCP and Drought Contingency Plan
] Attached Utility Profile TWDB-1965
http:/www.twdb.state.tx.us/financial/instructions/doc/TWDB-1965. pdf

] N/A  (Request is $500,000 or less per Water Code 88 15.106(c), 17.125(c),
17.277(c), and 17.857(c))

Note: If the applicant will utilize the project financed by the TWDB to furnish services to
another entity that in turn will furnish services to the ultimate consumer, the requirements
for the WCP may be met through contractual agreements between the applicant and the
other entity providing for establishment of a water conservation plan. The provision
requiring a WCP shall be included in the contract at the earliest of: the original execution,
renewal or substantial amendment of that contract, or by other appropriate measures.

26. Does the applicant provide retail water services?
Yes If yes, has the applicant already submitted to the TWDB the annual water
use survey of groundwater and surface water for the last THREE years?

[] Yes
] No If no, please download survey forms and attach a copy of
the completed water use surveys to the application.
http://www.twdb.texas.gov/waterplanning/waterusesurvey/index.asp
[] Attached Water Use Survey
X No
27. Is the applicant a retail public utility that provides potable water?

Yes If yes, has the applicant already submitted the most recently required water

loss audit to the TWDB?

] Yes

] No If no, and if applying for a water supply project, please
complete the online TWDB Water Audit worksheet found at
http://www.twdb.texas.gov/conservation/resources/waterloss
-resources.asp and attach a copy to the application.
] Attached TWDB Water Audit worksheet

X No
28. Does the Applicant provide wastewater services?
X Yes

[] No


http://www.twdb.texas.gov/conservation/resources/waterloss-resources.asp
http://www.twdb.texas.gov/conservation/resources/waterloss-resources.asp

Part C: Financial Information

Regional or wholesale providers, complete questions 29-31.
Retail providers, complete questions 32-34.

29. List top TEN customers of the system by annual usage in gallons and percentage of total usage,

including whether any are in bankruptcy.

Annual Usage Bankruptcy

Customer Name (gal) '000s Percent of Usage (Y/N)
Town of Flower Mound 2,843,334 34.91% NO
City of Corinth 968,890 11.89% NO
City of Highland Village 852,566 10.47% NO
Denton County Fresh Water Supply 546,065 6.70% NO
District #7 (Lantana)
Denton County Fresh Water Supply 504,076 6.19% NO
District #1A (Castle Hills)
Lake Cities Municipal Utility 490,724 6.02% NO
Authority
Mustang Special Utility District 335,171 4.11% NO
City of Celina 275,090 3.38% NO
Denton County Fresh Water Supply 242,350 2.98% NO
District #10 (Savannah)
Providence Village 226,718 2.78% NO

Comments: As of September 30, 2014

30. List the top TEN customers of the system by gross revenues and percent of total revenues, including

whether any are in bankruptcy

Annual Bankruptcy

Customer Name Revenue($) Percent of Revenue (Y/N)
Town of Flower Mound 13,900,785 40.25% NO
City of Corinth 3,719,933 10.77% NO
City of Highland Village 1,929,733 5.59% NO
Denton County Fresh Water Supply | 1,884,595 5.46% NO
District #7 (Lantana)
Denton County Fresh Water Supply 1,638,557 4.74% NO
District #1A (Castle Hills)
Lake Cities Municipal Utility 1,598,667 4.63% NO
Authority
Mustang Special Utility District 1,363,554 3.95% NO
City of Celina 1,320,384 3.82% NO
Denton County Fresh Water Supply 1,194,498 3.46% NO
District #10 (Savannah)
Providence Village 1,143,033 3.31% NO

31. Provide a summary of the wholesale contracts with customers




Annual
Minimum Usage fee | Operations Annual
Contract Type annual per 1,000 and Capital Annual
amount gallons Maintenance Costs Debt Other
Service
Atttached Atttached Atttached Atttached Atttached Atttached N/A
32. List top TEN customers of the water and/or wastewater system by annual revenue with
corresponding usage and percentage of total use, including whether any are in bankruptcy.
a. WATER
Annual Usage | Percent of Total Water Bankruptcy
Customer Name (gal) Revenue (Y/N)
N/A N/A N/A N/A
b. WASTEWATER
Annual Usage Percent of Total Bankruptcy
Customer Name (gal) Wastewater Revenue (Y/N)
N/A N/A N/A N/A




33. Current Average Residential Usage and Rate Information
Avg.
Date of Last Avg. Monthly
Rate Monthly Avg. Increase Projected Monthly
Increase Usage Monthly Bill Per Increase Necessary
Service (gallons) %) Customer($) ($)
Water N/A N/A N/A N/A N/A
Wastewater N/A N/A N/A N/A N/A
34. Provide the number of customers for each of the past five years.
Year Number of
Customers
20 N/A N/A
20
20
20
20

All applicants complete questions 35-51 of the financial section, as applicable.

35. Disclose all issues that may affect the project or the applicant's ability to issue and/or repay debt
(such as anticipated lawsuits, judgments, bankruptcies, major customer closings, etc.).
None
36. Has the applicant ever defaulted on any debt?
[] Yes If yes, disclose all circumstances surrounding prior default(s).
XI  No
37. Does the applicant have taxing authority?
Yes
XI No
38. Provide the last five-years of data showing total taxable assessed valuation including net ad
valorem taxes levied, corresponding tax rate (detailing debt service and general purposes), and
tax collection rate.
Fiscal Interest & | Tax | Percentage | Percentage
Year Net Taxable Tax General Sinking Levy Current Total
Ending Assessed Value ($) | Rate Fund Fund $ Collections | Collections
20 N/A N/A N/A N/A N/A N/A N/A
20
20
20
20

Comments: N/A




39.

Attach the last five-years of tax assessed values delineated by Classification (Residential,
Commercial and Industrial). If applicant does not have taxing authority, provide the
assessed values of the county.

a) ] 20 attached
b) [] 20 attached )
d) ] 20 attached
e) [] 20 attached
40. Attach the direct and overlapping tax rate table:
[] Attached tax rate table :
Not Applicable
41. Provide the current top TEN taxpayers showing percentage of ownership to total assessed
valuation. State if any are in bankruptcy and explain anticipated prospective impacts in the
Comments blank, below. If any of these have changed in the past three years, please provide
information on the changes to the top ten.
Taxpayer Name Assessed Value Percent of Total Bankruptcy (Y/N)
N/A N/A N/A N/A
Comments: Not Applicable
42. Provide the maximum tax rate permitted by law per $100 of property value. Not Applicable
43. Does the applicant collect sales tax?

Yes Provide the sales tax collection history for the past five years.

Fiscal Year
Ending Total Collections

20
20
20
20
20

XI  No




44,

45.

46.

47.

48.

Indicate the tax status of the proposed loan?

X
[

Tax-Exempt
Taxable

Proforma (Select one of the four listed below) Please be sure the proforma reflects the
schedule requested, including multi-phased funding options.

a.

System revenues are anticipated to be used to repay the proposed debt. Attach a proforma
indicating the following information for each year the debt is outstanding:
X projected gross revenues
4 operating and maintenance expenditures
X outstanding and proposed debt service requirements
4 net revenues available for debt service and coverage of current and proposed
debt paid from revenues

Taxes are anticipated to be used to repay the proposed debt. Attach a pro forma indicating
the following information for each year the debt is outstanding:

[] outstanding and proposed debt service requirements

[] the tax rate necessary to repay current and proposed debt paid from taxes

[] list the assumed collection rate and tax base used to prepare the schedule

Combination of system revenues and taxes to be used to repay the proposed debt. Attach a
pro forma indicating the following information for each year the debt is outstanding:
projected gross revenues, operating and maintenance expenditures, net revenues
available for debt service
[ ] outstanding and proposed debt service requirements
[] the tax rate necessary to pay the current and proposed debt
[ ] list the assumed collection rate and tax base used to prepare the schedule

Another type of pledge will be used to repay the proposed debt. Attach a pro forma with
information for each year the debt is outstanding, which includes projected revenues, annual
expenditures, outstanding debt requirements, and revenues available for debt service.

[ ] Attached

Attach a FIVE year comparative system operating statement (not condensed) including audited
prior years and an unaudited year-to-date statement. Unaudited year-to-date statement must
reflect the financial status for a period not exceeding the latest six months.

X Attached Operating Statement.

Attach ONE copy of an annual audit of financial statements, including the management letter, for
the preceding fiscal year prepared by a certified public accountant or firm of accountants and, if
the last annual audit was more than 6 months ago, then, provide interim financial information.

= Attached Annual Audit
X Attached Management Letter
X If applicable, attached interim financial information

Does the applicant have any outstanding debt? (Check all that apply)

LIOX

Yes, General obligation debt

Yes, Revenue debt

Yes, Authorized but unissued debt
No



Attach a listing of total outstanding debt and identify the debt holder. Segregate by type (General
Obligation or Revenue) and present a consolidated schedule for each, showing total annual
requirements. Note any authorized but unissued debt.

a. General Obligation Debt:

[] Yes
[] Attached schedule. The schedule should also identify the debt
holder.
X No
b. Revenue:
[] Yes
X Attached schedule. The schedule should also identify the debt
holder.
[] No
C. Authorized by Unissued Debt:
[] Yes
] Attached schedule. The schedule should also identify the debt
holder.
X No
List the ten largest employers of the Applicant’s service area:
Name Number of Employees
University of North Texas (UNT) 7,762
Lewisville ISD 6,325
Walmart 3,900
Denton ISD 3,255
Centex Home equity 2,600
Frito Lay 2,500
American Airline 2,154
Peterbilt Motors 2,100
Northwest ISD 1,636
Denton State School 1,500

Comments (example, any anticipated changes to the tax base, employers etc.) As of 09/30/2014



51.

52.

Provide any current bond ratings with date received.

Standard & Date Date Date

Poor’s Received Moody’s Received Fitch Received
G.O. N/A N/A N/A N/A N/A N/A
Revenue A 03/19/2015 A3 03/30/2015 N/A N/A

Is the project intended to allow the applicant to provide or receive water or sewer services to or
from another entity?
If yes, the applicant must attach, at a minimum, the proposed agreement, contract,
or other documentation establishing the service relationship, with the final and

binding agreements provided prior to loan closing.
X Attached

= Yes.

[] No.




Part D: Project Information

53.

54.

Description of Project Need (for example, is the project needed to address a current compliance
issue, avoid potential compliance issues, extend service, expand capacity, etc.):

The Lake Ralph Hall project will provide municipal water supply to the growing Upper Trinity
service area.

Per the 2011 Region C Water Plan:

“The Upper Trinity Regional Water District (UTRWD) currently supplies
treated water to users in Denton County and Collin County. The
UTRWD also provides direct reuse for irrigation in Denton County. The
currently available supplies for UTRWD include water purchased from
Sulphur River Municipal Water District and Commerce out of Lake
Chapman, purchased raw water from Denton and Dallas Water Utilities
(DWU) and reuse. UTRWD’s currently available supplies range
between 33,158 and 63,463 acre-feet per year from 2010-2060. (The
changes in supply over time are due primarily to changes in water
availability from DWU.) Considering losses associated with treatment
and distribution, UTRWD needs to develop an additional 100,520 acre-
feet per year by 2060.”

Lake Ralph Hall is one of the primary water management strategies identified in the Region
C Water Plan needed to meet the projected 100,520 acre-feet per year water supply shortfall.

Description of Project, including a bulleted list of project elements/components, and alternatives
considered (including existing facilities):

Lake Ralph Hall is a proposed new reservoir by the Upper Trinity Regional District (the
District) in the Sulphur River Basin on the North Sulphur River in Fannin County, Texas.
The primary purpose is for municipal water supply. Water from the project is to be used to
meet water demands within that portion of Fannin County that lies in the Sulphur River
Basin and within the service area of the District. The proposed lake will provide a firm yield
of approximately 30 mgd; and, the project boundary encompasses approximately 12,000
acres.
The project elements include constructing:

e earthen dam

e intake/pump station

e state highway bridge over the lake

e relocation of various state and county roads

e utility relocations

e raw water transmission pipeline

e balancing reservoir

e environmental and cultural resources mitigation

e reservoir and administration/support facilities

A complete preliminary engineering feasibility data must include:
a. A description and purpose of the project, including existing facilities.



e Note: CWSRF and DWSRF must address issues scored in Intended Use Plan

submittal ) " .- .
X Attached This report was an initial Feasibility Study. Significant work

to further develop this project has been completed since
this report. Refer to Part D - #61 (WRD-253d — Attachment A
— Project Description) for more information.

b. If projectis for Construction only, then attach the appropriate Engineering
Feasibility Report:
a) Water (TWDB-0555 at Not Applicable

http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0555.pdf)
[ ] Attached

b) Wastewater (TWDB-0556 at
http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0556.pdf)
[ ] Attached

Not Applicable

c. DWSREF applicants must complete a Projected Draw Schedule
(TWDB-1202 at http://www.twdb.texas.gov/financial/instructions/doc/TWDB-1202.xIs)

Not Applicable

55. Water Made Available (For projects requesting a construction component):

a. New supply: N/A (acre-feet/year) N/A capital cost

(0]

The increase in the total annual volume of water supply that will be made available to the
recipient(s) by the proposed project.

Water Plan project examples: new groundwater wells, reservoir development, pipelines to
sources.

b. New Conservation savings: N/A (acre-feet/year) N/A capital cost

o Annual volume of anticipated water savings resulting from implementation of the proposed
conservation project including water loss) and other conservation activities,

0 Water Plan project examples: municipal conservation, advanced Water Conservation, on-
farm conservation, brush control, irrigation conservation.

c. New Reuse supply: N/A (acre-feet/year) N/A capital cost

0 Increase in the annual volume of (direct or indirect) reuse water supply that will be made
available to the recipient(s) by the proposed project.

o0 Water Plan project examples: direct reuse, non-potable reuse, recycled water programs.

d. Maintenance of Current Supply: N/A (acre-feet/year) N/A ($) capital cost

(0]

Volume of recipients’ current supplies that will be maintained by implementing the
proposed project

Water Plan project examples: None. Not a water plan project. (Examples of these type
projects: treatment rehabilitation, system storage facilities, system upgrades).


http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0555.pdf
http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0556.pdf
http://www.twdb.texas.gov/financial/instructions/doc/TWDB-1202.xls

56. Project Location:

Lake Ralph Hall is a proposed new reservoir by the Upper Trinity Regional Water District
(The District) in the Sulphur River Basin on the North Sulphur River in Fannin County,

Texas.

Attach a map of the service area and drawings as necessary to locate and describe the project.
The map should show the project footprint and major project components.
X Attached

57. Attach the Census tract numbers in which the applicant’s service area is within. The Census
tracts within your area may be found at:
http://factfinder2.census.gov/faces/nav/jsf/pages/searchresults.xhtm|?refresh=t.

Please follow these steps:

Select Advanced Search.

Select the Geographies button located below Topics (left side of page).

On the top of the window select the Name tab.

In the text box, type "All Census Tracts within___" (Fill in the blank with the name
of a County Subdivision or a Place.) Select "Go".

If your town is a County Subdivision, select the geography labeled "All Census
Tracts (or parts) within City, County, State" from the Geography Results. If your
town is a place select the geography labeled "All Census Tracts (or parts) full-or-
partially within City, State" from the Geography Results.

Close the Geographies Search window.

Use the Topics on the left side of the page to further refine your search or to select
a table(s) from your search results.

X Attached Census tracts

58. Project Schedule:
a) Requested loan closing date.

October 2015

b) Estimated date to submit environmental planning documents.

The following documents were included in Volume Il of the WIF 10 Application
submitted to the TWDB in December 2007:

e “Draft Environmental Information Document”
o Attachment 1 — Figures and Exhibits
o Attachment 3 - Preliminary Jurisdictional Determination of Water
of the US
0 Attachment 4 - Preliminary Habitat Assessment
o Attachment 5 - Biological Assessment of the North Sulphur River

Final planning documents are anticipated to be submitted by October 2016.


http://factfinder2.census.gov/faces/nav/jsf/pages/searchresults.xhtml?refresh=t
http://factfinder2.census.gov/help/en/glossary/p/place.htm
http://factfinder2.census.gov/help/en/glossary/c/county_subdivision.htm

59.

60.

61.

62.

c) Estimated date to submit engineering planning documents.

The following documents were included in Volume Il of the WIF 10 Application
submitted to the TWDB in December 2007:

o “Preliminary Subsurface Exploration”

¢ “Draft Environmental Information Document”
o Attachment 6 - Cultural Resources Survey Report
o0 Attachment 7 - Economic Impact of Lake Ralph Hall
o0 Attachment 8 - Fluvial Geomorphology Study Report

Final planning documents are anticipated to be submitted by October 2016.
d) Estimated date for completion of design.
Mid-2022
e) Estimated Construction start date for first contract.
January 2019
f) Estimated Construction end date for last contract.
Mid-2024
Attach a copy of current and future populations and projected water use or wastewater flows.
Include entities to be served.
= Attached
Attach the most current itemized project cost estimate (include all costs and funding sources).
Utilize the budget format provided (TWDB-1201 at
http://www.twdb.texas.gov/financial/instructions/ . If applying for pre-construction costs only (i.e.,

P, A, D) then itemize only the relevant portions in the attached budget template
X Attached

Attach the appropriate Project Information Form:
Wastewater: Attached a completed Wastewater Project Information Form
WRD-253a http://www.twdb.texas.gov/financial/instructions/index.asp

X Water: Attached a completed Water Project Information Form
WRD-253d http://www.twdb.texas.gov/financial/instructions/index.asp

If the project is for Construction only, wastewater projects that involve the construction of a new
plant or the expansion of an existing plant and/or associated facilities, attach evidence that an
application for a new Texas Pollution Discharge Elimination System Permit or amendment to an
existing permit related to the proposed project has been filed with the Texas Commission on
Environmental Quality (TCEQ). Final permit authorization must be obtained from the TCEQ
before funds can be released for construction activities.

[] Attached

[] No. Provide explanation:

Not Applicable



http://www.twdb.texas.gov/financial/instructions/

63.

64.

If this project will result in: (a) an increase by the applicant in the use of groundwater, (b) drilling a
new water well, or (c) an increase by the applicant in use of surface water, then the applicant
must demonstrate that it has acquired — by contract, ownership or lease — the necessary property
rights, groundwater permits, and/or surface water rights sufficient for the project before funds can
be released for construction.

a) Does the applicant currently own all the property rights, groundwater permits and surface
water rights needed for this project?
X Yes If yes, please attach the completed, appropriate form.
1. WRD 208A (http://www.twdb.texas.gov/financial/instructions/index.asp) (Surface Water)
= Attached

TCEO Permit #5821 attached to form WRD-208A

2. WRD 208B ( http://www.twdb.texas.gov/financial/instructions/index.asp) (Groundwater)
] Attached

Not Applicable

[] No

L] N/A

b) If all property rights, groundwater permits, and surface water rights, needed for this project
have not yet been acquired, identify the rights and/or permits that will need to be acquired
and provide the anticipated date by which the applicant expects to have acquired such rights
and/or permits.

Type of Permit /
Permit Acquired by Expected Water
Water Entity from which the permit lease or full acquisition Right ID
Right or right must be acquired ownership date No.

Not Applicable

c) List any major permits not identified elsewhere that are necessary for completion of project.
Also, list any more necessary minor permits that may involve particular difficulty due to the
nature of the proposed project.

Permit Issuing Entity Permit Acquired (Y/N)

Section 404 USACE NO

Has the applicant obtained all necessary land and easements for the project?
[] Yes. If yes, attach the site certificate (ED-101 at
http:/iwww.twdb.texas.gov/financial/instructions/index.asp
[] Attached



65.

66.

67.

X No. If no, fill out the table below and describe the land or easements that will need to
be acquired, provide the anticipated date by which the applicant expects to have
the land or easements, and indicate if funding from TWDB is to be used for the

acquisition.
Description
of Land or Acquired by Expected | To Be Funded
Easement | Entity from which the permit lease or full acquisition | by TWDB
Permit or right must be acquired ownership date (Yes/No)

Yes
Form ED-101 Attached

Has a Categorical Exclusion (CE), Determination of No Effect (DNE), Finding of No Significant
Impact (FONSI), Record of Decision (ROD), or any other environmental determination been
issued for this project?

] Yes
] Attach a copy of the finding.
X No

Is the project potentially eligible for a Categorical Exclusion (CE)/ Determination of No Effect
(DNE) because it involves only minor rehabilitation or the functional replacement of existing

equipment?
[] Yes
X No

Are there potentially adverse environmental or social impacts that may require mitigation or
extensive regulatory agency or public coordination (e.g. known impacts to properties eligible for
listing on the National Register of Historic Places; potentially significant public controversy; need
for an individual permit from the U.S. Army Corps of Engineers)?

X Yes
X If yes, attach additional information
[] No

An Environment Impact Statement is currently being prepared by
the USACE for the Lake Ralph Hall project.
The two scopes of work for that effort are attached.




Part E: State Water Implementation Fund for Texas (SWIFT) Applicants Only:

68.

69.

70.

71.

Identify the type of SWIFT funding (If more than one funding option is being requested indicate
the amount of funding for each):

X Deferred $29,115,000
[] Low Interest Loan $ N/A
X Board Participation $15,565,000

For multi-year funding request or phased commitments, provide a schedule reflecting the closing
dates for each loan requested.
[ ] Attached

Not Applicable

Notice to SWIFT Applicants: Texas Water Code Sec. 15.435(h) requires all recipients of
financial assistance from the SWIFT to acknowledge any applicable legal obligations in federal
law, related to contracting with disadvantaged business enterprises, and state law, related to
contracting with historically underutilized businesses. Checking the boxes below serves as this
acknowledgement.

X As an applicant for financial assistance from SWIFT, | acknowledge that this project must
comply with any applicable legal obligations in federal law related to contracting with
disadvantaged business enterprises.

X As an applicant for financial assistance from SWIFT, | acknowledge that this project must
comply with applicable legal obligations in state law (Texas Government Code Chapter 2161 and
Texas Administrative Code Chapter 20, Subchapter B) related to contracting with historically
underutilized businesses.

Provide drafts of the following documents:
a. Proposed Bond Ordinance

[] Attached

b. Private Placement Memorandum

= Attached



Part F: Economically Distressed Programs (EDAP) Applicants Only: | not Applicable

In accordance with TWDB Rules (31 TAC Chapter 363), an application for EDAP will not be considered
until the County has adopted and is enforcing the Model Subdivision Rules (MSRs) Texas Water Code §
16.343. If the proposed project is within a municipality or its extraterritorial jurisdiction (ETJ), or if the
applicant is a municipality, the municipality must also have adopted and be enforcing MSRs.

72.

73.

74.

75.

76.

77.

Describe procedures for collecting monthly customer bills (include procedures for collection of
delinquent accounts)

Is financing being requested for a wastewater project?
Yes If yes, does the applicant have the required resolution/ordinance
establishing a mandatory hookup policy?
] Yes. If yes, attach a copy of the resolution/ordinance.
] Attached
] No. If no, explain

] No

Required documentation for the project area for Preliminary EDAP Eligibility (31 TAC Chapter
363)

] Attached documentation of inadequacy of water and/or wastewater services.

] Attached documentation regarding the financial resources of the residential users
in the EDAP area. Census data or documentation regarding median household
income should be provided.

] Attached documentation demonstrating existence of a residence in the project
area prior to June 1, 2005. This could include tax records of residence, dated
aerial maps, or, other documentation demonstrating existence of a residence.

Has the Department of State Health Services issued a determination stating a public health
nuisance exists in the project area?
] Yes If yes, attach a copy of the determination.
[] Attached
] No If no determination exists, attach documentation demonstrating a
public health nuisance exists in the project area. (Photographs may be
submitted, but they must be labeled with location and date when taken. If the soll
types are mentioned in the project area as an issue, include soil profile maps) This
documentation will be used by TWDB staff to request a determination from
the Department of State Health Services
] Attached

Is this project providing new service?
[] Yes If yes, attach plats of the affected subdivisions.
] Attached

[] No

Attach an EDAP Facility Engineering Plan/Scope of Services report that complies with the
requirements of WRD-023A. http://www.twdb.texas.gov/financial/instructions/index.asp
[] Attached



Part G: CWSRF/DWSRF Applicants Only Not Applicable

Only applicants applying for funding from the CWSRF and DWSRF Programs must complete this
section.

Pursuant to Federal Funding Accountability and Transparency Act (FFATA) the applicant is required to
obtain a DUNS number that will represent a universal identifier for all federal funding assistance. DUNS
numbers can be obtained from Dun and Bradstreet at http://fedgov.dnb.com/webform/

78. Applicant’s Data Universal Number System (DUNS) Number:
DUNS

Pursuant to Federal Funding Accountability and Transparency Act (FFATA) the applicant is required to
register with System for Award Management (SAM) and maintain current registration at all times during
which the Board loan agreement is active or under consideration by the Board. Register at:
https://sam.gov.

79. The applicant has registered and will maintain current SAM registration at all times during which
a federal subaward is active or under consideration by the Board.
] Yes
] No

80. Federal Awards information:
1. Did applicant receive over 80% of their revenue from Federal Awards last year?

L] Yes
] No
2. Did applicant receive over $25 million in Federal Awards last year?
L] Yes
] No
3. Public does not have access to executive compensation information via SEC or IRS reports?
L] Yes
L] No

81. If applicant checked YES to ALL three boxes in 3 above, applicant is required to disclose the hame
and compensation of the five most highly compensated officers.
Officer's Name Officer's Compensation ($)

82.Complete form WRD 213 (http://www.twdb.texas.gov/financial/instructions/index.asp) - Certification
Regarding Lobbying
Attached ] Yes
[] No
[] N/A

83. If applying for CWSRF Equivalency or DWSRF, attach the Certification Regarding Debarment,
Suspension and Other Responsibility. SRF-404
(http://www.twdb.texas.gov/financial/instructions/doc/SRF-404.pdf)


http://fedgov.dnb.com/webform/
https://sam.gov/

84.

85.

Attached [] Yes

] No
[] N/A

If applying for CWSRF Equivalency or DWSRF, attach the Assurances — Construction Programs.
EPA-424D (http://www.twdb.texas.gov/financial/doc/EPA-424D.pdf)
Attached ] Yes

[] No

] N/A

The applicant must comply with the Davis-Bacon Act regarding prevailing wage rates. The
applicant acknowledges that they are aware of, and will abide by, the Davis-Bacon Act
requirements.

[ ] Yes
[ ] No

Further information on the Davis-Bacon requirement is available through the TWDB Guidance
document, DB-0156 (http://www.twdb.texas.gov/financial/instructions/index.asp)

All project costs funded by the TWDB through CWSRF Equivalency or DWSRF must comply with the
federal Disadvantaged Business Enterprise (DBE) program rules and requirements. The federal DBE
program requires a good faith effort to contract with DBE’s for all procurements including: professional
and non-professional consulting services, equipment, supplies and construction to be funded by federal
equivalency dollars. Guidance and forms are found at:

TWDB-0210 (http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0210.pdf)

86.

87.

88.

At a minimum, you must complete and attach the Applicant Affirmative Steps Certification and
Goals. This form is required to obtain a financial assistance commitment.

TWDB-0215 (http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0215.pdf)

Attached [] Yes

] No

If you have already solicited contractors, complete and attach the Affirmative Steps Solicitation
Report. This form is required prior to loan closing and release of any funds; therefore, if this
guestion is not applicable at this time, select N/A.
TWDB-216 (http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0216.pdf)
Attached [] Yes

[] No

L] N/A

If you have awarded contracts to contractors, complete and attach the Loan/Grant Participation
Summary. This form must be submitted for review prior to loan closing and release of funds. This
form is required prior to loan closing and release of any funds; therefore, if this question is not
applicable at this time, select N/A.
TWDB-0373 (http://www.twdb.texas.gov/financial/doc/TWDB-0373.pdf)
Attached [] Yes

[] No

L] N/A


http://www.twdb.texas.gov/financial/instructions/index.asp
http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0210.pdf
http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0215.pdf
http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0216.pdf

89.

90.

All Contractors that have been awarded will need to complete and attach the Prime Contractor
Affirmative Steps Certification and Goals This form is required prior to loan closing and release of
any funds; therefore, if this question is not applicable at this time, select N/A.
TWDB-217 (http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0217.pdf)
Attached ] Yes
[] No
] N/A

All CWSRF applicants must be a Designated Management Agency (DMA) for wastewater
collection and treatment. Please complete and attach DMA resolutions. WRD-210
(http://www.twdb.texas.gov/financial/doc/WRD-210.pdf) is an example of this type of resolution.
[] Attached

] N/A


http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0217.pdf

Part H: Documentation of “Green” Projects and Project Components
CWSRF and DWSRF Applicants Only

Not Applicable

All SRF applicants must complete this section if green benefits are all or

part of the project (more than an incidental benefit). Project is defined as the entire project or a
stand-alone component of the project. This section is required so that the TWDB may determine whether
the project qualifies as “green” pursuant to Environmental Protection Agency (EPA) Guidance.

A project (or project component) is “green” if the primary purpose qualifies under EPA Guidance as one
of the following:

a. Green Infrastructure,

b. Water Efficiency-related,

c. Energy Efficiency-related, or
d. Environmentally Innovative.

You must use the Green Project Reserve guidance to complete this section. Current guidance may be
found at: Green Project Reserve: Guidance for determining project eligibility
TWDB-0161 (http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0161.pdf)

91. Does your project or a component of your project qualify as Green, per EPA guidance?
] Yes
[] No

If Yes, Please complete the remainder of Section G.

92. Type of Green Project
[] Water ] Energy [] Green ] Environmentally
Efficiency Efficiency Infrastructure Innovative

93. The correct worksheets must be completed.
Green Project Reserve: CWSRF Green Project Worksheets
TWDB-0162 (http://www.twdb.texas.qgov/financial/instructions/doc/TWDB-0162.pdf)
Attached [] Yes
[] No
] N/A

Green Project Reserve: DWSRF Green Project Worksheets
TWDB-0163 (http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0163.pdf)
Attached [] Yes

[] No

] N/A

TWDB will make the final determination whether your project (or project component) meets
federal criteria as “green”. You may be required to submit a business case, utilizing the Green
guidance


http://www.twdb.texas.gov/financial/instructions/doc/TWDB-0162.pdf

Part I: Summary of attachments to application

Following is a list of the documents that may be necessary in order to process this application. While not all of the
listed information below may be required for all projects, an applicant should review the application carefully
because incomplete applications will not be processed until all of this information has been provided. In addition,
please make sure your entity system name appears on every attachment. Label each attachment with the
number of the pertinent application section (i.e. “Part B5”).

Check list for your convenience

Part A General Information

XINo. 6 Draft or executed consulting contracts (engineering, financial advisor, bond counsel)
[INo. 12 Existing security document for refinancing

Part B Legal

XINo. 17 Resolution (TWDB-0201A)

XINo. 18 Application Affidavit (TWDB-0201)

XNo. 19 Certificate of Secretary (TWDB-201B)

[INo. 20 Water Supply Corporations

[]Articles of Incorporation

[ICertificate of incorporation from the Texas Secretary of State
[IBy-laws and any amendments

[ICertificate of status from the Texas Secretary of State
[IcCertificate of account status from Texas Comptroller

XINo. 21 Resolution/ordinance authorizing the issuance of parity debt

[INo. 22 Certificate of Convenience & Necessity

[INo. 23 Enforcement Actions

[INo. 24 Affidavit of No Objection

[INo. 25 Two copies of the Water Conservation Plan (TWDB-1968 and TWDB-1965)

[INo. 26 Water use surveys
http://www.twdb.texas.gov/waterplanning/waterusesurvey/index.asp

[INo. 27 Water Loss Audit

http://www.twdb.texas.gov/conservation/resources/waterloss-resources.asp

Part C Financial

[INo. 39 Assessed Values by Classifications

[INo. 40 Direct and Overlapping Tax Table

XINo. 45 Proforma for each year of debt outstanding

XINo. 46 Five year comparative system operating statement.
XINo. 47 Annual audit and management letter

XNo. 49 Outstanding debt schedule

XINo. 52 Service provider contracts

Part D Project Information

XINo. 54a Preliminary Engineering Feasibility Data (PEFD)
[INo. 54b Engineering Feasibility Report

Water (TWDB-0555)

Wastewater (TWDB-0556)
[INo. 54c Project Draw Schedule (TWDB-1202)

XINo. 56 Project Map

XNo. 57 Census Tract(s)

XINo. 59 Current and future populations and projected water use or wastewater flows
XINo. 60 Project Cost Estimate Budget (TWDB-1201)

XNo. 61 Wastewater Project Information Form (WRD-253a)


http://www.twdb.texas.gov/waterplanning/waterusesurvey/index.asp
http://www.twdb.texas.gov/conservation/resources/waterloss-resources.asp

Water Project Information Form (WRD-253d)
[INo. 62 Texas Pollution Discharge Elimination System Permit
XINo. 63 If applicant has property rights and permits
a. WRD-208A (Surface Water)
b. WRD-208B (Groundwater)
[INo. 63c Additional Permits

XINo. 64 Site certificate, evidencing land ownership for the project. (ED-101)

[INo. 65 Categorical Exclusion (CE), Finding of No Significant Impact (FONSI), Record of Decision
or any other supporting document

XINo. 67 Social or environmental issues

Part E State Water Implementation Fund for Texas

] No. 69 Multi-year/phased commitment schedule

X No. 71a Draft Bond Ordinance

X No. 71b Private Placement Memorandum

Part F Economically Distressed Areas Program

[INo. 73 Resolution/ordinance establishing a mandatory hookup policy

[INo. 74 EDAP applicants

[] Inadequacy documentation
[] Financial resources documentation
[] Existence of residences prior to 06/01/2005

[INo. 75 Public health nuisance
[INo. 76 Plats
[INo. 77 EDAP Planning Phase — Facility Engineering Plan/Scope of Services (WRD-023A)
Part G CWSRF/DWSRF Applicants Only
[INo. 82 Lobbying Activities (WRD-213)
[INo. 83 Certification Regarding Debarment, Suspension and Other Responsibility
Requirements. (SRF-404)
[INo. 84 Assurances — Construction Programs (EPA-424D)
Disadvantaged Business Requirements Guidance (TWDB-0210)
[INo. 86 Affirmative Steps Certification and Goals (TWDB-0215)
[INo. 87 Affirmative Steps Solicitation Report (TWDB-216)
[INo .88 Loan/ Grant Participation Summary (TWDB-0373)
[INo. 89 Prime Contractor Affirmative Steps Certification and Goals (TWDB-217)
[INo. 90 Designated Management Agency (WRD-210)
Part H Green Projects
Guidance (TWDB-0161)
[INo. 93 CWSRF Green Project Worksheets (TWDB-0162)

DWSRF Green Project Worksheets (TWDB-0163)



Part J: Guidance and Forms

Part A

Part D

Part H

General Information

CWSRF - 31 TAC 375

DWSRF - 31 TAC 371

EDAP and SWIFT - 31 TAC 363

For more information visit, http://www.twdb.texas.gov/about/rules/index.asp.

Project Information

State Programs - 31 TAC 363

Drinking Water State Revolving Fund - 31 TAC 371

Clean Water State Revolving Fund / Equivalency - 31 TAC 375
Clean Water State Revolving Fund / Non-Equivalency - 31 TAC 375

Guidelines for Environmental Assessment, Clean Water Non-Equivalency (ED-001A)

Clean Water EID Instructions (SRF-099)

Guidelines for Environmental Assessment, State Participation, DFund, RWAF and WIF,
(ED-001B)

Guidelines for Environmental Assessment, EDAP (ED-001C)

Drinking Water EID Instructions (DW-001)

Green Projects and Project Components
Green Project Reserve: Guidance for determining project eligibility
(TWDB-0161)


http://www.twdb.texas.gov/about/rules/index.asp
http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=31&pt=10&ch=363&rl=14
http://texreg.sos.state.tx.us/public/readtac$ext.ViewTAC?tac_view=5&ti=31&pt=10&ch=371&sch=E&rl=Y
http://texreg.sos.state.tx.us/public/readtac$ext.ViewTAC?tac_view=5&ti=31&pt=10&ch=371&sch=E&rl=Y
http://texreg.sos.state.tx.us/public/readtac$ext.ViewTAC?tac_view=5&ti=31&pt=10&ch=375&sch=E&div=2&rl=Y
http://texreg.sos.state.tx.us/public/readtac$ext.ViewTAC?tac_view=5&ti=31&pt=10&ch=375&sch=E&div=1&rl=Y

Part A - #6

Consulting Contracts




ATTACHMENT A
Task Order No. 1

This Task Order is part of the AGREEMENT between Atkins North America, Inc. (the
“ENGINEER”) and the Upper Trinity Regional Water District (UTRWD), (the “OWNER”),
pertaining to a project (the “PROJECT”) generally described as:

Lake Ralph Hall, a proposed water supply reservoir in the Sulphur River Basin of Texas

The purpose of this Task Order No. 1 is to support the OWNER to secure the approval of the
permits for the PROJTECT by: (1) assisting in discovery and provide expert witness testimony
during contested case hearings; (2) providing expert and technical assistance during remaining
periods of the permitting review process by Texas Commission on Environmental Quality
(TCEQ) and U.S. Army Corps of Engineers (USACE); and (3) continuing to assist the OWNER
in mitigation plan development considering its impact upon lake operations.

ARTICLE |
SCOPE OF SERVICES

Following is a listing and description of the various tasks that comprise the Basic Services to be
provided by the ENGINEER to the OWNER under this Task Order No. I.

Task 1.1 — Contested Case Hearing Support

This task includes providing technical support to the OWNER and its attorneys with discovery
and preparations for TCEQ contested case hearings (to include providing expert witness
testimony) on the issuance of the water rights permit for the PROJECT

Task 1.2 — Technical Support for Permit Review

This task includes providing technical support to the OWNER in coordinating with State and
Federal Agencies relative to TCEQ and USACE permitting process for the PROJECT.

Task 1.3 — Technical Support for Mitigation Plan

This task includes providing technical support to the OWNER in the development of the
mitigation plan for the PROJECT considering its impact upon lake operations.

Additional Services

A budget allowance of $12,500 has been made for this item in order to provide Additional
Services required to secure the permits or provide other services to further develop the Project. No
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work will be undertaken on this item without specific written authorization from THE
DISTRICT. Compensation for Additional Services, wbich may be required by THE DISTRICT,
shall be based on the actual labor hours and expenses incurred in performing the work in
accordance with Exhibit A.

ARTICLE I
DELIVERABLES

There is no formal schedule for delivering specific information to the OWNER under this
Task Order No. 1.

ARTICLE 1l
COMPENSATION

ENGINEER will be compensated based on the actual labor hours and expenses incurred in
performing the work in accordance with Exhibit A, Compensation. Partial payments for services
outlined in this Task Order shall be made monthly based on billings submitted by the
ENGINEER. In no event shall the ENGINEER’s total fee exceed $137,500.

The budget for the various tasks listed in the Scope of Work is listed below. ENGINEER’s
compensation for a particular task item may be less than or more than the budget amount,
provided the sum of the ENGINEER'’s compensation for all task items does not exceed the
maximum fee stated above.

Basic Services $125,000
Additional Services $ 12,500
Total $137.500

This Attachment A supersedes all prior written and oral understandings of the Scope of Services,
and may only be changed by a written amendment executed by both parties.
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EXHIBIT A
COMPENSATION

Atkins North America, Inc.

6504 Bridge Point Parkway, Suite 200
Austin, Texas 78730

March 2012

TERMS

Time and Materials Invoicing

Invoices Submitted Monthly

PROFESSIONAL SERVICES CHARGE RATES

Atkins Staff — Salary times 3.0 multiplier
Senior Consultant (Robert J. Brandes) - $220/hour
Associate Consultant (Kirk Kennedy) - $175/hour

Expert Witness Testimony — 2.0 times normal rates

DIRECT PROJECT EXPENSES
Auto Mileage - $0.55/mile
All Other Direct Project Expenses — Cost plus 5%

March 12, 2012



LONG RANGE WATER SUPPLY PLAN FOR
UPPER TRINITY REGIONAL WATER DISTRICT
TASK ORDER 9

CONTINUED TECHNICAL SUPPPORT
FOR STATE AND FEDERAL PERMIT APPROVAL
FOR LAKE RALPH HALL

March 1, 2012

This Task Order is part of the AGREEMENT between CP&Y, (the "ENGINEER™), and Upper
Trinity Regional Water District (UTRWD), (the "THE DISTRICT"), for a project generally
described as:

LONG RANGE WATER SUPPLY PLAN
FOR UPPER TRINITY REGIONAL WATER DISTRICT

Project Description

Lake Ralph Hall (the Project) is a planned future water supply reservoir on the North Sulphur River
in southeast Fannin County. The Upper Trinity Regional Water District (THE DISTRICT) has
submitted a Water Rights Permit Application for the project to the State of Texas and a Section 404
Permit Application for the project to the US Army Corps of Engineers.

This Task Order includes professional engineering and other support services necessary to complete
Water Rights and Section 404 Applications technical review processes necessary to secure the
permits for the Project.

Background

Task Order 9 in the ninth in 2 series of Task Orders that provides for professional engineering and
other support services to support water supply planning and the development of the proposed
Project. Previous task orders bave achieved the following project milestones:

o Initial Feasibility Studies for The Project were completed in 2002

e The Water Rights Permit Application was submitted in September, 2003
The Water Rights Permit Application was declared administratively complete in August 14,
2004

e The Water Rights Application public notice was published and public hearings conducted m
March, 2006

o An Application for a Section 404 Permit was filed with the Fort Worth District U.S. Army
Corps of Engineers (USACE) in October, 2006

s Public meetings were conducted by the USACE in April, 2008

e The USACE determined in July, 2008 that an Environmental Impact Statement (EIS) will be
required for the Project
Michael Baker Jr., Inc. was selected as the third party EIS contractor in September, 2008
The Texas Commission on Environmental Quality (TCEQ) issued a draft Water Rights
Permit in March, 2011 and later issued a revised draft Water Rights Permit in July, 2011
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¢ The TCEQ Commissioners held a public meeting on February 22, 2012 to consider
UTRWD’s application to divert water from the proposed Lake Ralph Hall and to consider
all timely filings for a hearing request. The Commissioners referred the application to the
hearings examiner for consideration.

The objectives of this Task Order are:

e Provide expert testimony and technical assistance during the TCEQ contested case hearing
process,

e Continue to provide technical assistance in reference to state/federal regulatory agencies on-
going technical review / development of the Draft Environmental Impact Statement by the
USACE,

e Continue to assist in negotiating strategies for accommodating the U.S. Forrest Service for
certain parcels of National Grasslands within the Lake Ralph Hall project boundary,

» Continue to coordinate with TXDOT, Faanin County, local utilities, and pipeline companies
to further quantify potential impacts to roadways and utility requiring relocation due to the
project,

» Continue to provide technical assistance in development of operational and mitigation plans,

ARTICLE X
SCOPE OF SERVICES

The ENGINEER will complete the following scope of work (Basic Services) and coordinate with
THE DISTRICTS legal counsel and other consultants,

TASK 1- WATER RIGHTS SUPPORT

1.01  Assist THE DISTRICT in preparation for and participating in contested case hearings
relating to the Water Rights Permit Application.

1.02  Prepare an update to the Economic Impact Study that was prepared in support of the
application process.

TASK 2 - SECTION 404 PERMIT SUPPORT

2.01  Continue to assist THE DISTRICT in coordinating with the USACE and Michael Baker
Jr., Inc. regarding the development of the Draft EIS and the on-going technical review of the
Section 404 Permit Application.

202  Continue to support THE DISTRICT in coordinating with State & Federal Agencies
relative to the review of the Draft EIS.

2.03  Assist THE DISTRICT in coordinating with the USACE and Michael Baker Jr., Inc. to
develop a scope of work for the final EIS.
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TASK 3 - U.S. FOREST SERVICE PROPERTY COMPENSATION

301 Continue to support THE DISTRICT in developing and negotiating a
compensation/mitigation plan for impacts to the Caddo National Grasslands.

TASK 4 - RELOCATION SUPPORT

4.01  Continue to assist THE DISTRICT in developing agreements with TXDOT, Fannin
County, utility companies and pipeline companies for relocations and coordination of
infrastructure that may be impacted by the Project.

TASK 5 - TECHNICAL SUPPORT FOR OPERATIONAL AND MUITIGATION PLANS

3.01  Prepare project implementation plan to provide a roadmap for THE DISTRICT’s use
in developing the project which inchides the activities necessary to acquire right-of-way,
secure permits and relocation agreements, complete engineering surveys and studies, develop
designs, construct and commission the Project. Assist THE DISTRICT in developing a
strategic plan for staffing and contracting needs to complete development of the project thru
commissioning.

5.02  Assist THE DISTRICT in coordinating with the Region C Water Planning Group.

5.03  Attend regular coordination meetings and teleconferences with District staff to update
them on the project status and to discuss project issues. Assist the staff in preparing and
presenting briefings to the UTRWD Board and Board Committees.

5.04  Provide a Technical Advisory Committee to provide peer review and consultation
relative to the planning and permit activities for The Project.

5.05  Develop mapping, exhibits and other visual aids such as a web site and brochures that
demonstrate the social, economic and environmental benefits of the Project.

ADDITIONAL SERVICES

A budget allowance of $75,000 has been made for this item in order o provide Additional Services
required to secure the permits to include conducting supplemental studies, or providing other services
to further develop the Project. No work will be undertaken on this ifem without specific written
authorization from THE DISTRICT. Compensation for Additional Services, which may be required
by THE DISTRICT, shall be based on the actual labor hours and expenses incurred in performing the
work in accordance with Exhibit A.

Time for Completion

The estimated time for completion of the services outlined in this proposal is Seven Hundred Twenty
(720) calendar days following notice to proceed.
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Task Order No. 2
Scope of Services and Compensation

This Task Order is part of the AGREEMENT between Michael Baker Jr., Inc. (the “CONTRACTOR™),
and Upper Trinity Regional Water District (the “OWNER™), for a PROJECT generally described as:

Lake Ralph Hall, Third Party Environmental Impact Statement Development, (Draft

Environmental Impact Statement Preparation)

Article 1
Seope of Services

I. Basic Service

A. Purpose

The purpose of Task Order No. 2 is to prepare a Draft Environmental Impact Statement (DEIS)
that can be released to interested parties, the general public, and the various Federal, State, and
local agencies. On November 24, 2008 the USACE submitied a final Lake Ralph Hall: Drait
Environmental Impact Statement Scope of Work. This transmittal letter and scope of work (Pages
1-9) is attached to Task Order No. 2 as Aitachment A. '

Components of Attachment A include:

-

.

-

Introduction and Purpose and Need

Alternatives Including the Proposed Action

Affected Environment and Environmental Consequences
Consultation and Coordination

Other DEIS Sections (Abstract, Summary and Acronyms and Abbreviations, Table of
Contents, List of Preparers and Reviewers, References, Glossary, Index, and Appendices)

Submission of the Draft Environmental Impact Statement Documents

II. Additional Services to be performed by the CONTRACTOR, if authorized by OWNER, which are
not included in the above-described Basic Services must have prior written approval by OWNER.

Artiele It
Compensation

BASIC SERVICES:

Compensation by the OWNER to the CONTRACTOR for the Basic Services enumerated in Task
Order No. 2 shall be billed based on the actual labor hours in accordance with the rate schedule listed
in Exhibit A-1. Expenses and outside professional services shall be billed at cost plus a 10 percent
administrative fee. The total fee shall not exceed § 1,053,072.00. '
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B. ADDITIONAL SERVICES:

For all Additional Services enumerated in Task Order No. 2 CONTRACTOR's staff will be billed
based on the actual labor hours in accordance with the rate schedule listed in Exhibit A-1. Expenses
and outside professional services shall be billed at cost plus a 10 percent administrative fee.
CONTRACTOR will submit a scope and estimated cost for such services. The total cost for all
Additional Services shall not exceed $ 160,000.00.

TOTAL COMPENSATION SUMMARY:

Basic Services: $ 1,053,072.00
Additional Service 100,000.00
Total Task Order No. 2: $ 1,153,072.60

OTHER PROVISIONS: The following provisions shall apply to this Task Order:

The CONTRACTOR’s compensation is based on immediate authorization to proceed and timely
completion of the PROJECT. If the PROJECT timing deviates from the assumed schedule for causes
beyond the CONTRACTOR’s control, the CONTRACTOR reserves the right fo request renegotiation of
those portions of the compensation affected by the time change.

This Task Order No. 2 will become part of the referenced AGREEMENT when executed by both parties.
N WITNESS WHEREQF, the parties execute below:

For the OWNER, Upper Trinity Regional Water District, dated this day of

Decows b 2008
By: I)K'ML.————
Covin ercee, [esioscT
Name Title

For the CONTRACTOR, Michac! Baker Jr., Inc. dated this 4th day of

December , 2008 .
By: 0&7’7 ‘77; }
__Don M. Treude Vice President
Name Title
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Aftachment A

DEPARTMENT OF THE ARMY
FORT WORTH DISTRICT, CORPS OF ENGINEERS .
p.O. BOX 17300 NOV 25 2008
EORT WORTH, TEXAS 76102-0300
BEPLY TO

ATTENTION OF: ' November 24, 2008

Planning, Bnvironmental, and Regulatory Division
Regulatory Branch

SUBJECT: Project Numher SWF-2003-00336, Proposed Lake Raiph Hall

Mr. Larry Patterson, P.E.

Director of Operations and Water Resources
Upper Trinity Regional Water District

900 N. Kealy Street

P.O. Drawer 303

Lewisville, Texas 75067

Dear Mr. Patierson:

As you know, the U.S. Army Corps of Engineers (USACE) has worked with you and
Michael Baker, Jr., Inc., in developing a scope of work for a Draft Enviropmental Impact
Statement (DEIS) for the proposed Lake Ralph Hall project in Fannin County, Texas. The
USACE is hereby submitting the final scope of work for the DEIS (see enclosed).

We look forward to working with you and Michael Baker Jr., Inc., on the preparation of the

DEIS. If you have any questions concerning this matter, please contact Ms. Mary Flores at the
address ahove of telephone (817) 886-1739

Sincerely,

it ol

Stephen L Brooks
Chief, Regulatory Branch

Enciosure



Copy Furnished with Enclosure:

Mr, Edward M. Motley
CH2MH:iH

12377 Merit Drive, Suite 160
Dallas, Texas 75251

Mr. Timothy Sniith
Senior Project Manager
Michael Baker Ir., Inc.
7700 Chevy Chase Drive
Austin, Texas 78752



U.5. ARMY CORPS OF ENGINEERS -~ FORT WORTH DISTRICT
PLANNING, ENVIRONMENTAL AND REGULATORY DIVISION - REGULATORY BRANCH
: PROJECT NO.. 200300336
LADONIA, FANNIN COUNTY, TEXAS
LAKE RALPH HALL: DRAFT ENVIRONMENTAL IMPACT STATEMENT
SCOPE OF WORK

GENERAL DESCRIPTION:

The project consists of environmental and engineering studies to be used in the production of 3 Draft
Environmental Impact Statement (DEIS) that can be released to interested parties, the general public,
and various Federal, State, and local agencies. The studies will include those deemed necessary by
USACE ~ Fort Worth to develop a technically, sclentifically and legally defensible DEIS document as
described under the Tasks Descriptions below. All studies presented in the DEIS will be conducted with
technically-sound and unbiased methods using the best science and summarized in a clear, logical, and
understandable manner. The DEIS will be concise, clear, and to the point and vill be supported by
evidence that USACE - Fort Worth has made the necessary environmental analyses [40 CFR
§1500.2(b)}. Similarly, the DEIS will be analytic rather than encyclopedic discussing only briefly issues
other than significant ones {40 CFR §1500.4(b-¢)}. Finally the DEIS will provide full and fair disclosure of
significant environmental impacts and will inform USAGE — Fort Worth and the public of the reasonable
alternatives which would avoid, or minimize adverse impacts or enhance the quality of the human
environment [46 CFR §1502.11.

Michael Baker Jr., Inc. herein referred to as the "Contractor” will be responsible for providing labor,
equipment, facilities, and other resources required for Environmental and Engineering Studies and third-
party regulatory DEIS. production as described in the Task Descriptions section of the Scope of Work.
Unless noted in the Task Descriptions section, the Contractor assumes that all data, analyses, technical
information, etc. required to prepare the DEIS shall be provided by UTRWD and/or USACE - Fort Worth,
The collection of new data or the compietion of technical analyses beyond those specifically identifled in
the Task Descriptions section of this Scope of Work would be considered out of scope and would reguire
a confract modification.

The Contractor will ensure that qualified professionals with the proper experience in performing such
services are used throughout the duration of the project. The Confractor wilt prepare the DEIS using an
interdisciplinary approach which will insure the integrated use of the natural and social sciences, and the
environmentat aris. The Contractor will perform the following Tasks and submit the Deliverables as a
part of this Statement of Work.

TASK DESCRIPTIONS:
Task 1. Intraduction and Purpose and Need:

A} The Coniracior will prepare an Introduction that describes Upper Trinity Regional Water District’s
{UTRWD) proposed Lake Ralph Hall (LRH) project. The Introduction wilt illustrate the location of
the proposed project, identify the permits required for the proposed LRH project, and will provide
an overview of the contents of the DEIS.

B} The Contractor will provide an overview of the project setfing including the project location and
existing reservoirs in Fannin County near Ladonia in the North Sulphur River Basin.

C} The Contractor will clearly document the Purpose and Need for the proposed LRH project based
primarily on information provided by UTRWD and/or USACE ~ Fort Worth. The Coniractor will
describe the basis for UTRWD's water demand and demographic projections by individual water
user group. The Contractor will summarize historlc, present and projected future water demand
and demographics as they relate to the proposed LRH project. The Contractor will evaluate the
techniques and assumptions utiized in developing the demographic and water demand

. projections and reach conclusions as to their reasonableness and suitability for application in the
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D}

E)

fask 2.
A)

LRM Purpose and Need Determination. The Confractor will document and assess the
reasonableness, for the purposes of this FIS, of the process used to develop the 2006 Region C
Water Plan which recommends LRH as a Major Water Management Strategy for UTRWD. The
Contractor will gather sufficient information to prepare the Purpose and Need chapter of the EiS,
generally following the ouiline below:
iy Applicant's Statement of Need for the Project.
{1} UTRWD
{2} LRH Background,
i} Overview of Water Supplies and Demand.
{1} Sources and vields of current water supply; and
{2} Service areas and current waler use.
fil} Water Demand.
{1) Historical and Current Population growth;
{2) Historical water requirements; and
{3} Conservation in place.
w) Fulure Water Requirements.
{1} Popuiation projections and reasonableness
{2} Water Demand Projections and reasonableness
{3) Demand projection safety factor.
v} Comparison of Future Demand with Current Supply and Determination of Project Need
{1 Participant Water Supply and Demands.
Argyle WSC, City of Argyle, City of Aubrey, Bartonville WSC, City of Gelina, Town of
Copper Canyon, City of Corinth, Town of Crossroads, Denton County FWSD #1A{Castle
Hills), Denton County FWSD # 7 (Lantana), Denton County FWSD #8A & #11 {Paloma
Creek), Denton County FWSD #8 (Providence), Denton County FWSD #10 {Savannah),
Town of Double Oak, Town of Flower Mound, Town of Hickory Creek, City of Highland
Village, City of Justin, City of Krum, Lake Cities MUA, City of Lake Ballas, City of Lincoln
Park, Mustang SUD, City of Oak Point, Town of Prosper, City of Sanger, Town of Shady
Shoras, UTRWD will confirm the list of participants.
{2} Overall comparison of Demand and supply
vi} Need for UTRWD to develop future water supply to meet Future Demand.
{1) Relationship to other water supply projects.
As part of the Introduction the Contractor will summarize relevant Aaithorizing Actions including a
brief discussion about the submitial of UTRWEYs 404 permit application, 401 water quality
certification, USACE's 404(b)}{1) alternatives evaluation, other environmental permits, and other
requirements and approvals required for the proposed LRH to proceed.
The Contractor will descripe the organization of the DEIS indicating compliance with 40 CFR
1500-1508 and USACFE’s requirements 33 CFR 325 Appendix B.

Alternatives including the Proposed Action:

The Contractor will rigorously explore and objectively evaluate all reasonable aiternatives, and for
those alternatives eliminated from detailed study briefly discuss the reasons for their elimination.
The Contractor will conduct a workshop with USACE — Fort Worth and UTRWD to better define
each of the following alternatives:
i) Alternatives Available to the USACE. The DEIS will discuss the three actions available o
USACE - Fort Worth:
{1} tssue the individual Section 404 permit;
{2) Issue the individual Section 404 permit with special conditions; or
{3) Deny the individual Section 404 permit.
il No_ Action Alternative. Satisfies 40 CFR §1502.14(d) requirements and provides an
important baseline and context for companison to other action aiernatives. The Contractor
will assess environmental impacts of this alternative as detailed in Task 3.
{1} The Confractor will dlearly describe the implications of USACF — Fort Worth's denid of
the individual Section 404 permit and the anticipated effects of the deniat on UTRWD and
its customers;
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iil)

v)

{2) The Contractor will conduct a workshop with UTRWD and USACE io accurately define
the No Action altermnative;

{3) The Contractor will identify the environmental, social, and sconomic consequences of
taking No Action; and .

Alternatives Availabie to UTRWD. The DEIS will document UTRWE's consideration of

water management sirategies , including:

{1) Constructing LRH as proposed by UTRWD. The Contractor will assess environmenial
impacts of this alternative as detailed in Task 3.

{2) Constructing LRH as proposed by UTRWD with modifications. UTRWD will provide the
required engineering siudies, feasibility analyses (including costs), environmental impacts
considerations and analyses, etc. as deemed necassary by USACE ~ Forth Worth for alt
reasonabie alternatives required for consideration by USACE ~ Fort Worth. The UTRWD
will provide studies for these alternatives and will include a comparable tevel of detail to
that of UTRWD’s Preferred Alternative {i.e. LRH as proposed). The Conlractor will use
the provided data to assess environmential impacts of these alternatives compared to the
Proposed Action and No Action alternatives. The Contractor wili assess environmental
impacts of these alternatives as detailled in Task 3.

{3} Developing or Acquiring Other Water Supply Sources. The Contractor wil provide a
generalized discussion of the environmental impacts of this altemative. Please note, that
based on information received o date it is unlikely that this alternative will be carried
forward for detailed study as outlined in Task 3.

Description of UTRWD's Preferred Alternative (Proposed Action). The DEIS will describe

UTRWD's proposed LRH project. The Contractor will assess environmental impacts of this

attemative as detailed in Task 3.

{1} Include discussion on construction and operation, including borrow sifes. UTRWD will
idertify borrow site locations as part of this alternative;

{2) Discuss the impoundment, transfer pipeline, intake facility, and raquired road relocations
that are included in UTRWE’s proposed LRH project.

Summary of Comrnitted Environmerital Protection Measures. The DEIS will document

UTRWD's proposed envirornmental protection measures to reduce environmental impacts of
the proposed LRH project.

B) .Past, Present, and Reasonably Foreseeable Future Actions. The Contractor wil follow the
principles described in CEQ's Considering Cumulative Effects Under the National Environmenial
Policy Act' and CEQ's Memorandum Guidance on the Consideration of Past Actions in
Cumulative Effects Analysis®. Cumulative impact is the impact on the environment which results
from the incremental impact of the proposed action when added to other past, present, and
reasonably foreseeable future actions regardless of what agency {federal or non-federal} or
person undertakes such other actions 46 CFR §1568.71.

)
i)

i)

The Contractor will identify relevant past actions that have affected resources that would be
affecied by the proposed LRH project;

The Contractor will identify relevant present actions affecting resources thal would be
affected by the proposed LRH project;

The Contractor will identify relevant, reasonably foreseeable (l.e. not speculative) future
actions that could affect resources that wouid be affected by the proposed LRH project. It is
important to note that CEQ guidance® indicates that future actions can be excluded from
cumulative effects analysis if the action: 1) is outside the geographic or temporal boundaries
established for the cumulative effects analysis; 2) will not affect resources that are the subject

' CEQ. January 1897, Considering Cumulative Effects Under the National Environmental Policy Act

gNEPA). Executive Office of the President, Washington, D.C. )
CEQ 2005, Memorandum: Guidance on the Consideration of Past Actions in Cumulative Effects

Analysis. Fxecutive Office of the President, Washington, D.C.

° CEQ. January 1997. Considering Curnulative Effects Under the National Environmental Policy Act

{NEPA). Executive Office of the President, Washington, D.C.
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of the cumulative effects analysis; or 3) including the action would be arbitrary. Reasonably
foresesable future actions incude Lake Marvin Nichols, Bois d’Arc Reservoir, Parkhouse |
and Parkhouse H, and other reasonabiy foreseeable actions planned within the Sulphur River
Basin. The Contractor will develop a list of other future actions. The Contractor will
coordinate with each of the respective projects proponents to coliect data regarding the size,
scope, and fiming of the actions as well as any anticipated environmenial impacts associated
with the actlons to resources identified below in Task 3.

Task 3. Affected Environment and Environmental Consequences:

A)

The Contracior will succinctly describe in the DEIS the environment of the area fo be affected by
the alternatives under consideration. UTRWD will provide any data deemed necessary by
USACE - Fort Worth to describe the baseline environmental conditions and affected environment
unless specifically stated otherwise in i-xix below. The description will be no longer than is
necessary to understand the effects of the alternatives. Consistent with CEQ regulations 40 CFR
1500, data and analyses in the DEIS will be commensurate with the importance of the impact,
with less imporiant material summarized, consolidated or simply referenced. The Contractor will
describe the environment that would be affected by implementing alternatives identified under

Task 2, A, ii and Task 2, A, iii, 1 and 2 and discuss the direct, indirect, and cumulative effects

attributed o these alternatives for each resource. The Contractor will also document monitoring

and mitigation measures and residual effects (i.e. those effects remaining after avoidance,
minimization, and compensation are implemented). The Contractor will analyze impacts to the
following resources in the DEIS:

i} Geology and Mineral Resources. Discuss topography, provide an overview of the area’s
geology, and discuss the potential for mineral resources with emphasis on ol and gas
resources since scoping comments mention oil and gas specifically. The Contractor will
identify and map existing oil and gas infrastructure within the proposed LRH project area.
The Contractor will describe the proposed LRH project area geology specifically as it relates
for the potential for oil and gas resources. The Contractor will review a report prapared by

- Seewald Energy Company for EDCON-PRJ, a Houston-based energy company and discuss
the report in the DEIS as appropriate. The Contractor will review lease applications and other
pertinent information received by the United States Forest Service (USFS) related to natural
gas/oll resources within or adjacent to the proposed LRH project {i.e. Caddo National
Grasstands Ladonia Unit}.

i} Water Resources. Summarize the hydrologic setting, water resource-reiated regulations,
private wells, water rights permits, groundwater, surface water {including Soadplains), Waters
of the U.S. including wetlands, and Waters of the State. Inciude evidence of USACE - Fort
Worth's Jurisdictiona! Determination fo address documented concerns related to wetland
impacts. UTRWD wili provide the Contractor and USACE - Fort Worth additional information
regarding wetlands and Waters of the U.S. that could occur within the proposed transfer
pipeline alignments. The information will be sufficient for USACE - Fort Worth to make a
Jurisdictional Determination for wetlands and Waters of the U.S. within or adjacent to the
transfer pipeline alignments. UTRWD will also provide the Confractor and USACE — Fort
Worth information regarding jurisdictional wetlands, Waters of the US., and Waters of State
potentially affected by each alternative evaluated in detail. The Contractor will obtain and
review data available from Texas Councit on Environmental Quality {TCEQ) refating to water
quality within the project area. The Contractor will discuss the implications of the North
Sulphur River's inclusion on the Texas 2008 303d List and coordinate with TCEQ as
necessary. The Contractor will coordinate with USACE — Fort Worth to identify additional
aquatic macroinvertebrate sampling locations within aguatic environments potentially affected
by the aliernatives and potential mitigation areas. UTRWD will collect samples and assess
the results of sampling activities per USACE ~ Fort Worth and Contracior direction, The
Contractor will use the information provided by UTRWD fo document baseiine aquatic
conditions.

ii) Solis. The Contractor will identify native soils, prime, unique, and statewide and locally
important farmiands, and soil productivity. The Contractor will rate the alternatives through
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)

coordination with the local Natural Resources Conservation Service field office using U.S
Department of Agriculiure’s Farmiand Conversion Impact Rating form AD-1006 {03/02).
UTRWD will provide the Contractor with all relevant soils information for Fannin County

Vegetation. Vegetation types, attributes, special status species and species of special
concern, and weeds and invasive species will be discussed. Vegetative cover types will be
evaluated and discussed using the TPWD's Wildiife Habitat Appraisal Procedure (WHAP).

" ‘The Contractor will coordinate with USACE -~ Fort Worth to determine the number and

vi}

locations of additional sampling locations needed o document baseline environmental

conditions. The Contractor will attend an on-site Sampling Protocol Review Meeting with

USACE -~ Fort Worth, UTRWD and Resource agency staff. The Confracior will provide

meeting attendees a map of proposed sampling locations. Attendees will provide input on

sampling methods and data collection and reporting. Based on the resulis of the Sampling

Protocol Review Meeting, UTRWD will conduct sampling and will provide the results of the

additional sampling. UTRWD will conduct additional WHAP analysis using the data gained

from the new polnts. UTRWD will provide a comprehensive WHAP analysis of areas
potentially affected by the alternatives and areas proposed for mitigation. The principal
issues and therefore areas which will receive emphasis associated with vegetation resources
inciude bottomiand hardwood forest species, riparian species, and native grass species.

LUTRWD will provide the vegetative sampling locations for all of the WHAP assessments. In

addition to information provided in the December 2005 Preliminary Habitat Assessment,

UTRWD will provide jocation, acreages, species occurrence lists, photographs, and a wildiife

habitat evaluation for native grasslands, riparian areas, and remnant bottomland hardwood

forests for each alternative evaiuated in detall. _

Fish and Wildife. Discuss habitat, terresirial game species, terresirial non-game species,

aquatic species, special status species and species of special concern, and nuisance

species. Wildlife habitat will be evaluated based on the WHAP assessments. The DEIS will
emphasize aquatic species currently residing within the North Sulphur River above and below
the proposed dam site and will base this discussion on information provided in the UTRWD’s

Dciober 2008 Biological Assessment of North Sulphur River report as well as new

information collected by UTRWD during future biological sampling events.

Paleontological Resources. The LRH project area includes the Pete Patterson Fossil Park

and exiensive paleontological resources. _ :

{1} The Contractor will assist USACE - Fort Worth with a workshop fo be held with the Dallas
Paleontological Society. The intent of the workshop is to solicit input from the Dallas
Paleontological Society in terms of the proposed project’s impacts and potential
mitigation that could be considered to reduce impacis.

vii) Cultural Resources. The Contractor will provide a summary of the prehistoric background,

112472008

historic background, cultural resources identified within the permit area, and ethnography and

- ethnohistory based solely on UTRWD'’s Cultural Resources Survey Report. In addition fo the

archeological surveys that have been previcusly conducted, the UTRWD wili provide resuits

of Pedestrian-evel archeological surveys of the proposed construction borrow areas. The

Contractor will complete a Reconnaissance Level Survey for Historic Resources within the

vroposed LRH project’s arga of potential effect (APE) as determined through coordination

with the Texas Historical Commission {THC) and include a summary of the findings in the

DEIS. The survey will include the following: '

{1) Through consuiltation with the State Historic Preservation Office (SHPO), determine an
APE and siudy area for the proposed LRH project;

(2) Develop a Research Design that provides a summary of literaiure review results,
including known historic resources and the results of public involvement as it relates to
culturat resources;

(3) Conduct a reconnaissance level survey conforming to the methods contained in the
research design;

(4) Document according to 36 CFR 60 each resource that is 50 years old at the time of the
construction contract leting.
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{5) Photo document each resource and inventory all resources using the unigee 10 number,

location, property type, siylistic influences, construction date, and comments on integrity
and National Register (NR) eligibility.

(6) Prepare maps showing the individual resource’s location and identify each resource with
a unigue number that is keyed to the inventory.

(7) Prepare a report detailing the resuits of the historic structures survey. The report will
have sufficient information to provide the SHPO with a basis for making detefminations of
eligibility.

(8) Send the report to the SHPO and address any SHPO comments on the report,

vili} Air_Quality. The Contractor will provide a qualitative discussion of the general climatic

ix}

setting, regional air quality, construction effects and operation effects.

Land Use and Recreation. The Contractor will identify current land uses within and around
the proposed LRH project site. The Contractor will identify lost recreational resources
resulting fom inundation, and describe the nature and guality and visitor-days of iosi
recreational resources if any. The Contractor will discuss water-related recreational
opportunities in Fannin County and the surrounding area, and the recreational amenities
proposed by UTRWD for each alternative evaluated in detail. The Contractor wilt obtain and
consider lake level fluctuations in these discussions. The Contractor will assess the market

. for lake amenities by type of recreational activity, and project the quality of new recreational

xi}

rosources, number of day visitors and second homes. -

Public Lands. The Contractor will discuss potential impacts to public jands resulting from
each of the alternatives evaluated in detail. The discussion will include an assessment of
recreational values associated with the Caddo National Grasslands. UTRWOD will provide
specific vegetative species information and a habitat evaluation {e.g. WHAP analysis) for
Caddo Natiohal Grassland property in or adjacent to the project area. The Sampiing Protocol
Review Mesting {see Task 3, A, iv) will be used to confim sampling protocols and data
collection and analysis methods for additional data points related to Public Lands. UTRWD
will also conduct a WHAP analysis for any potential compensatory lands that could be
acquired o replace the loss of Caddo National Grasstand property should an aclion
alternative be implemented. _

Social and Fconomic Values. The Contracior will define socioeconomic impact area.
Describe population, employment, income, public finance, public education, housing, real
estate values, and other public services and changes to each for each altemative evaluated
in detait. Effects of alternatives will focus on: a) loss of property in and around lake ~
agricuitural losses, fiscal impacts of {ax losses, b} construction effects — employment,
population and housing, economic stimulus of wages and project expenditures, impact on
public facilities and services, fiscal effects, ie. increased local tax revenue compared with
public service and facility costs if any, ¢} economic effects from residential and commercial
development around lake - # of new houses, pepulation, change in demand for faciiities and
-services, fiscal impacts, d) economic effects of recreational use of lake ~ number of vigitor-
days by season, expenditure per visitor day, employment effects, fiscal effects, e} rate and
tap fee impacts — impact on UTRWD's charges to its customers, impact on rates and tap fees
of end users ) real estate values, The Contractor will attend a workshop with USACE - Fort
Worth and USACE — Tulsa District. The purpose of the workshop is to insure consistency in
terms of analytical methods and data used in the socic-economic analyses, particularly
cumulative impacts assessment. Cumulative impacts evaluated on same sogiseconomic
criteria as identified above.

xii} Iransportation. The Coniractor will discuss road realignments, abandonments, and access

- provisions. Discuss proposed water transport infrastructure.

. xiii) Noise and Visual Resources. The Contractor will conduct a noise analysis focusing on
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construction and operations of the proposed LRH project, No Action, and LRH with
modifications. The Contractor will record ambient noise leveis at a maximum of 10 different
locations, The Contractor will identify sensifive noise receptors within 300 fest of the
conservation pool elevation, impoundment, and water intake structures. The Contractor wiil
use the Highway Construction Noise Model (HICOM) to develop noise contours which will be
overlaid on mapping and used to document potential construction noise impacts © sensilive
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Task 4.

A)

B)

Task 5.

A)
B}

receptors.  Qperational noise will be discussed qualitalively and will include potential
recreational noise. The Contractor will conduct a visual resource analysis that includes
photos and discussion of up to 10 current views. The Contractor will prepare rendenings and
discussion of future views for each of the view locations for each alternative evaluated in
detail,

xiv) Hazardous Materials. The Contractor will identify and discuss hazardous materials andfor
wastes potentially present within the proposed LRH project area. The Contractor will conduct
an environmentat records review per ASTM E 152705, and map k}catlcns with identified
concerns, if any.

xv) Environmental Justice. CEQ guidelines® for evaluating potential adverse environmental
effects of projects require specific identification of minority populations when either. 1} a
minority population exceeds 50 percent of the popuiation of the affected area, or 2) a minority
population represents a meaningfully greater increment of the affected population than of the
population of some other appropriate geographic unit, as a whole. The LRH project area wil
be evaluated accordingly by the Contractor,

xvi} Globat Chimate €l e The Conira 4l qualitatively evaluate the potential effects of
gach of the alternatives in terms of greenhouse gas emissions and global climate change.
xvilEnerqy Requirements and Conservation Potential. The Contractor will discuss the energy

requirements and conservation potential of the alternatives and mitigation measures.

xvii}  Relationship between Short-term Uses of the Human Environme nd the
Maintenance and Enhancement of Lo Long Term Productivity. The Contractor will identify
fradecifs between shortferm impacts to environmental resources during LRH operation
versus long-term impacts to resource productivity that extend beyond the life of the proposed
reservoir. This assessment will be conducted on resources deemed relevant for this topic
and will not address all resources listed under Task 3.

xix) jrreversible and Irretrievable Commitment of Resources. The Contractor will disclose the

natural or depletable resource requirements and conservation potential of aiternatives and
mitigation measures. :
Consultation and Coordination:

The Contractor will summarize public participation ang scoping efforts and wili also include a list
of Federal, State, and local agencies contacted regarding the DEIS and the proposed LRH
project. The DEIS will alsc include a list of agencies, organizations, and companies that wilé
receive the DFEIS, That list includes: s

i} Tribes;

iy Federal Agencies;

iil} State Agencies;

ivy County and Local Agencies;

v} Newspaper, Libraries, and Local Repaositories;

viY Cther Organizations;

vii} Industry/Business; and

vili) Elected Officials.

The Contractor will attend a public information mesting and a public hearing in Ladonia, TX upon
release of the DFIS. The Coniractor will assist USACE — Fort Worth with the preparation of hand
cuil materiais, illustrations, maps and/or boards for use at the public information meeting and the
public hearing. The Contracior will assist USACE - Fort Worth with meeting/hearing iogistics
planning, publishing notices in newspapers, efc. The Contractor will prepare a summary of the

meeting and hearing that includes the public notices, agendas, lists of attendees, and comments
received.

Other DEIS Sections:

Abstract. The Contractor will prepare a brief {1 page or less abstract for the DEIS document.
Summary and Acronyms and Abbreviations. The Contractor will provide an executive summary
of the DEIS in its entirety along with a list of commoniy used acronyms and abbreviations.

* CEQ. December 10, 1997 {released July 1998). Environmental Justice: Guidance under the National
Environmental Policy Act. Executive Office of the President, Washington, D.C.
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C)

D)

E)

Table of Contents. The Contractor will include in the DE!S a table of contents down 1o third-order
headings. The TOC will also include a list of tables, figures, and appendices contained in the
DEIS. .

List of Preparers and Reviewers. Per 40 CFR §1502.17, the DEIS will st the names, fogether
with qualifications (expertise, experience, professional disciplines), of the persons who were
primarily responsible for preparing the DEIS or significant packground papers, including basic
components of the statement. Where possibie the persons who are responsible for a particular
analysis, including analyses In background papers will be identified. The list will not exceed two
pages.

References. A complete list of the references for technical reports, papers, efc. cited in the DEIS
will be included. References will be cited and recorded according fo American Psychological
Association {APA) reference standards, The Contractor will secure copies of gach report,
technical paper, etc. referenced in the DEIS for inclusion In the Administrative Record.

F) Glossary. The DEIS will include a glossary of technical terms used in the document. Terms
included in the glossary will be those of a technical nature that a layman may not be familiar with
or understand.

G) index. The DEIS will include an index of technical terms to expedite the location of specific terms
withie the document.

H) Appendices. Appropriate technical reports and papers and a Draft Seclion 404{b){1) Alternatives
Analysis will be appended as directed by USACE - Fort Worth.

Task 6. BEIS:

A) The Contractor will assembie the Final version of the deliverables from tasks 1 through 5 intaa
Draft Environmental impact Statement document.

B} The Contractor will produce figures, tables, flustrations, text, efc. needed to preduce a legally
sufficient, technically defensible, clearly written, understandable DEIS document. The Contractor
will develop and maintain a project specific GIS to use for various analyses and to aid i the
development of illustrations, maps, etc.

C) The Contractor will develop proposed responses fo comments, scope of work, schedule and an
estimated cost and level of effort to complete the FEIS.

D) The Contractor will create and maintain a project website for use by USACE ~ Fort Worth, the
Contractor, and Resource Agency staff. Users will be assigned user names and passwords and
provided access rights according fo USACE ~ Fort Worlh's direction. The Contractor will
maintain the website for the duration of the: project.

DEL BLES:

The maximum number of deliverables is identified below and wiﬁ be prepared and submitted to USACE ~
Fort Worth and UTRWD by the Contractor. The total number of copies of eath deliverable is also
indicated below,

Detliverabia 1 - Alternatives Workshop Summary

Draft — One (1) electronic copy delivered via e-mail in .doc format
Final — One (1) glectronic copy in .pdf format

Deiiirerabte 2 - Lower Bois d' Arc Creek Reservoir Workshop Summary

Draft — One {1) eleconic copy delivered via e-mail in .doc format
Final - One (1) electronic copy delivered via e-mail in pdf format

Deiiverable 3 - Historic Structures Survey Report

Prefiminary Draft — 10 paper copies and one electronic copy delivered on a CD in .pdf format
Draft — 30 paper copies and one electronic copy delivered on a CD in .pdf format
Final - 30 paper copies and one electronic copy deliveredona CD in pdf format

DNeliverable 4 - DEIS
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. ?réiim inary Draft - 15 paper copies and 10 electronic copies delivered on CD in .pdf format
» Draft- 15 paper copies and 10 electronic copies defivered on CB in pdf format
» Final Draft - 50 paper copies and 250 electronic copies delivered on CB in pdf format

Deliverable 5 - Public Meeting and Hearing Summary Report
o Draft — 10 paper copies and one electronic copy delivered on a CB in pdf format
. Final - 10 paper copies and one electronic copy delivered on a CI} in .pdf format

Deliverable 6 - FEIS Scope of Work and Schedule.
s Draft~ One(1) electronic copy delivered via e-mail in .doc format
» Final — One (1) electronic copy in .pdf format

GOVERNMENT FURNISHED MATERIALS (GFM):

The Contractor assumes that the UTRWD and/or USACE ~ Fort Worth will provide all documents

and data {electronic and hard copies) necessary to prepare the ElS, uniess otherwise noted in

specific tasks. All documents, data, and other material furnished by USACE ~ Fort Worth and/or

UTRWD under this contract will remain the property of USACE ~ Fort Worth andfor UTRWD and will be

refumed to the USACE — Fort Worth andfor UTRWD at their request for inclusion in LSACE — Forth
Worth's Administrative Record.

SPECIAL CONSIDERATIDNS:

Neither the Coniractor, nor their representative will release or publish any sketch, photograph, report or
other material of any nature derived or prepared under this delivery order without specific written
permission of the USACE — Fort Worth and UTRWD except as is specifically provided in the scope of
work.

Copyright will not be claimed by the Contractor for any materials produced under this delivery order. All
such materiais are to remain within the public domain.

The Confractor and those in their employ may, during the term of the agreemeni, present reports of
research from this project to various professional societies and publications. Abstracts and copies of
these reports, presentations or articles utilizing work sponsored by this delivery order will be provided to
the Point of Contact {(POC) for approval prior to publication or preseniation.

In the event the Contractor encounters problems in fulfiiling performance requirements, or when
difficulties are anticipated in complying with the delivery order schedule or dates, or whenever the
Contractor has knowletge a potential situation is delaying or threatening to delay timely performance of
tasks, the Contractor will immediately notify the POC by phone and in writing noting all relevant details.
However, this material will be informational in character and this provision will ot he construed as a
waiver by USACE — Fort Worth of any delivery schedule or date rights or remedies provided by law or
under this delivery order.

STANDARDS AND CERTIFICATIONS:
Wili they be required, professional engineering services and designs will comply with governing State of
Texas laws with regard to professional licensure, design codes and standards.

PERFURMANCE PERIOD:
This task order has a period of performance beginning from the delivery date of the signed Task Order
and ending .
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Exhibit A-1

Michael Baker Jr. Inc.
Lake Ralph Hall Third Party EIS
Task Order No. 2 - DEIS Preparation
(Hourly Fee Schedule)

Category Billing Rate/Hour
Principal $ 255.60
Technical Advisor $ 210.60
Project Manager $ 195.00
HH Engineer § 150.00
Senier Envirenmental Specialist $ 150.00
- Geologist / Geomoyphologist $ 120.06
Environmental Specialist $ 105.00
Sentor GIS Analyst $ 105.00
GIS Analyst $ 7500
Technical Editor / Document Manager $ %000

In no event shall the Contracior’s total fee exceed $1,153,072.00 (Basic Services $1,053.072.00;
Additional Services $100,600.00).

Labor costs for individual staff assigned to the project shall be based on “Raw Salary” times a multiplier
of 3.0. All direct non-labor expenses, including computers, communications, mileage, fravel and lodging
expenses, but excluding subcontract expenses, applied to the Special Services, shall be paid at invoice or

internal office cost. Subcontract expenses shall be paid at direct cost plus a ten percent {10%) service
charge.



Task Order No. 3
Scope of Services and Compensation

This Task Order is part of the AGREEMENT between Michael Baker Jr., Inc. (the “CONTRACTOR”),
and Upper Trinity Regional Water District (the “OWNER™), for a PROJECT generally described as:

Lake Ralph Hall, Third Party Environmental impact Statement Development, {Draft

Environmental impact Statement Preparation)

Articie 1
Scope of Services

1. Basic Service

A. Purpose

The purpose of Task Order No. 3 is to prepare a Draft Environmental Impact Statement (DEIS)
that can be released to interested parties, the general public, and the various Federal, State, and
local agencies. On September 26, 2014 the USACE submitted a final Lake Ralph Hall: Draft
Environmental Enpact Statement Task Order #3 Scope of Work. This transmittal letter and scope
of work is attached to Task Order No. 3 as Attachment A,

Components of Attachment A include:

»

»

»

Affected Environment
Environmental Consequences
Mitigation

Consultation and Coordination

Other DEIS Sections (Abstract, Summary and Aecronyms and Abbreviations, Table of
Contents, List of Preparers and Reviewers, References, Glossary, Index, and Appendices)

Submission of the Draft Environmental Impact Statement Documents

I1. Additional Services to be performed by the CONTRACTOR, if authorized by OWNER, which are
not included in the above-described Basic Serviees must have prior written approval by OWNER.

Article 1)
Compensation

A. BASIC SERVICES:

Compensation by the OWNER to the CONTRACTOR for the Basic Services enumerated in Task
Order No. 3 shall be billed based on the actual Iabor hours in accordance with the rate schedule listed
in Exhibit A-1. Expenses and outside professional services shall be billed at cost plus a 10 percent
administrative fee. The total fee shall not exceed % 469,118.10.
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B. ADDITIONAL SERVICES:

Provide Additional Services which may include meetings and coordination, collection of new data,
completion of technical analyses and any associated technical memorandums and/or reports beyond
those identified in the scope of work.

For all Additional Services enumerated in Task Order No. 3 CONTRACTOR’s staff will be billed
based on the actual labor hours in accordance with the rate schedule listed in Exhibit A-1. Expenses
and ouiside professional services shall be billed at cost plus a 10 percent administrative fee.
CONTRACTOR will submit a scope and estimated cost for such services. The total cost for all
Additiona! Services shall not exceed § 166,000.00.

TOTAL COMPENSATION SUMMARY:

Basic Services: $ 469,118.10
Additional Service 100.000.00
Total Task Order No. 3: $ 569,118.10

OTHER PROVISIONS: The following provisions shall apply to this Task Order:

The CONTRACTOR’s compensation is based on immediate authorization to proceed and timely
completion of the PROJECT. If the PROJECT timing deviates from the assumed schedule for causes
beyond the CONTRACTOR’s control, the CONTRACTOR reserves the right to request renegotiation of
those portions of the compensation affected by the lime change.

This Task Order No. 3 will become part of the referenced AGREEMENT when executed by both parties,
IN WITNESS WHERBOF, the parties execute below:

For the OWNER, Upper Trinity Regional Water District, dated this o2 day of
Otz ber— 20 ﬁé
By:é»/f/’/ %TW’\ =
%J&/ M adisor),  [rescdent——

Name Title

For the CONTRACTOR, Michael Baker Jr.. Inc. dated this@ day of
DerTeMEERr . ,20]4-
s\ (L DN LN N —
Toma Guree eas Vice, RBesicenT™

ame Title
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Boyle & Low
AﬂgRNEYS‘ AT LA% ' Jﬁzﬂr 19??_
1700 W.I Pioneer i{ E g.lg.i V {,]

Irving, Texas 75061-6842
Sto ety

January 26, 1985

Mr. Tom Taylor

Executive Director

Upper Trinity Regional Water District
P.O. Drawer 305

Lewisville, Texas 75067

Re: Legal Service for Upper Trinity Regional Water District (the
“District)

Dear Mr. Taylor:

The law firm of Hutchison Boyle Brooks & Fisher has provided
general counsel representation to the District, formerly the Upper Trinity
Municipal Water Authority, Inc. from May of 1988 to the present time.

The undersigned has been the general counse! for the District since
April of 1989. The fee arrangement has been based upon a May 11, 1988
letter from the firm to Mr. Steven L. Bacchus, the then President of the
Board of Directors of the Upper Trinity Municipal Water Authority, Inc.

The relationship with the District has been excellent and we have

appreciated the opportunity to work on the very significant projects being
undertaken by the District in Denton County

The firm of Hutchison Boyle Brooks & Fisher is bei  dissolved

-
™
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effective January 31, 1995. It is the keen desire of the undersigned to
continue in the capacity of general counsel to the District as the senior
partner in the new law firm of Boyle and Lowry.

The firm of Boyle and Lowry does present the following as a
proposed basis of general counsel representation:

Services

All general counsel services normally, traditionally and
customarily performed by a general counsel, when, and as
directed by the Board, its Executive Director and staff. The
services shall include attending of meetings, preparation and
review of contracts and documents, rendering of legal opinions
and performing ail of the legal services within the firm’s
expertise which includes all areas of iocal government, special
law districts and municipalities.

Proposed Fees and Expenses

The following fee schedule is proposed:

John F. Boyle, Jr. $160.00 per hour
L. Stanton Lowry $130.00 per hour
Legal assistant $ 60.00 per hour

The firm has the flexibility and ability to establish a specific fee
structure or structures for any project or undertaking as we recognize and
appreciate the District's source and availability of funding. The fees for
these services plus all reasonable and necessary direct out of pocket
expenses, shall be billed to the District on a monthiy basis.

John F. Boyle, Jr. shall be the attorney primarily responsible to the
District.

This proposal represents an offer to continue to provide professional
services to the District and accordingly is terminable at the will and
pleasure of the District.

We look forward to continuing to work with you, your fine staff and



the District's Board of Directors in carrying out the District's legislative
mandate.

Very truly yours,

John F. Boyle, J

Znd

Accepted this day of  February 1995,

per Trinity egional
Water District



BRACEWELL & GIULIANE LLP BOvLE & LOWRY, L.L.P.
1445 R0OSS AVENUE, SUITE 3800 4201 WINGREN, Surre 208
DALLAS, TEXAS 75202-2711 IRVING, TeEXAS 75062

February 2, 2012

President and Board of Directors
Upper Trinity Regional Water District
900 N. Kealy Street

Lewisville, Texas 75067

Re:  Engagement Letter Upper Trinity Regional Water District — Co-Bond Counsel
Dear Ladies and Gentlemen:

We are pleased to set forth in this letter the terms of our engagement as co-bond counsel for
the Upper Trinity Regional Water District (the “District”). When adopted by the Board of
Directors of the District, this letter will become effective and will evidence an agreement
between the District and Bracewell & Giuliani LLP (“B&G”) and Boyle & Lowry, L.L.P.
(“Boyle & Lowry”) (collectively, “Co-Bond Counsel”), and shall supersede all prior
engagement letters pertaining to the co-bond counsel services for the District. This
agreement will be effective for the District’s Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2012 (the “2012 Bonds”) and any future series of bonds
(collectively, the “Bonds™) issued for the District unless terminated by the District with
customary notice.

It is our practice to confirm the terms and conditions of our engagements, and that is the
purpose of this Engagement Letter. This engagement has been approved by Co-Bond
Counsel subject to the conditions described in this letter.

Scope of Engagement

We agree that our services as Co-Bond Counsel will include the following services:

i. Attendance at all meetings of the Board of Directors as required or requested
in connection with the planning and authorization of Bonds, including
consultation on federal income tax matters;

2. Preparation of the resolutions of the Board of Directors authorizing issuance
of Bonds, together with all other legal documents comprising the transcript of
proceedings for authorization and issuance of Bonds;

3 Preparation of and submission to the Attorney General of Texas of a transcript
of proceedings for each series of Bonds to obtain the approval of the Attorney
General and registration of Bonds by the Comptroller of Public Accounts of
Texas;
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Upper Trinity Regional Water District
February 2, 2012
Page 2

4, Preparation and filing of legal documents required under federal income tax
law for the Bonds, and the preparation of and delivery to the District of a
Letter of Instructions with respect to the federal income tax treatment of Bond
proceeds;

3. Representation of the District at the closing of the sale of Bonds, including
preparation of all closing documents; and

6. If appropriate, the delivery at closing of our approving opinion as to the
validity of the Bonds under Texas law, and the exclusion of interest on the
Bonds from gross income of the holders under federal income tax law.

The services outlined above do not include such matters as services as disclosure counsel in
connection with the sale of the Bonds, work on post closing federal tax or disclosure issues,
obtaining IRS rulings or clarifications of federal tax law, presentations to rating agencies or
bond insurers, or “blue sky” or securities registration services. We will be pleased to provide
lcgal services in connection with any matters not included in paragraphs 1 through 6 above,
but we believe that such additional services, if requested by the District, should be the subjcct
of an addendum to this letter or a separate letter of engagement. Our representation of the
District with respect to any particular series of Bonds will end upon the closing for that
particular series of Bonds.

This Engagement Letter may be supplemented to reflect new matters or issues that deviate
from the current engagement in scope, billing arrangements, complexity, risk, or that
otherwise require a substantial change in terms and conditions.

Fees, Expenses and Billing

For our services in connection with the issuance of each series of Bonds shall be determined
in accordance with the schedule set forth in Exhibit A. Our fees with respect to each issue of
Bonds shall be payable at the time of delivery of the Bonds to the purchaser thereof.
Qccasionally, the District may request us to perform miscellaneous legal services not related
to a specific issue of Bonds. We propose that such scrvices be performed on an hourly basis
according to our normal hourly rates charged to other clients and billed monthly.

Transition and Transfer of Files

As you are aware, attorneys representing the District recently transferred to B&G from
Vinson & Elkins LLP (“V&I”). As a result, B&G and V&E will share the fce for services
rendered in connection with the 2012 Bonds on the basis of the work performed by each firm
to date. The District will receive a single invoice from B&G at the conclusion of the
transaction, and the District will not receive an invoice from V&E.
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Upper Trinity Regional Water District
February 2, 2012
Page 3

By acceptance of this Engagement Letter, the District does hereby authorize the transfer of
all physical and electronic files, records and documents for all active and inactive matters
from V&E to B&G.

Conflicts of Interest: Anplicable Standard

For purposes of evaluating conflicts of interests, you acknowledge that Co-Bond Counsel
relies upon the Texas Disciplinary Rules of Professional Conduct. Co-Bond Counsel may
represent other clients that may be adverse to your interests in substantially unrelated matters,
and it may represent other clients within the same industry.

AHernative Dispute Resolution

Disputes arising under or pertaining to this engagement shall be resolved, if possible, by a
non-hinding mcdiation conducted by a mutually acceptable mediator at a location that
acceptable to client and Co-Bond Counsel. The mediation process may be initiated by a
written request with a list of acceptable mediators and site for the proceeding.

Conclusion

You are encouraged to discuss the terms of this engagement letter with the independent
counsel of your choice. Please call me if you wish to discuss any aspect of this engagement.

If this Engagement Letter correctly reflects your understanding of the terms and conditions of
our representation, please sign the enclosed copy of this letter in the space provided and
return one original to B&G and one original to Boyle & Lowry.
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Upper Trinity Regional Water District

February 2, 2012

Page 4

Thank you again for the opportunity to represent you in this matter,
Very truly yours,
Bracewell & Giuliani LLP

By:
Name: Robert R. Colling, 111

Boyle & Lowry, L.L.P.
By:
Name: John F. Boyle Jr.

Attachments
AGREED AND ACCEPTED:
UPPER TRINITY REGIONAL WATER DISTRICT

By:
Name: Timothy S. Fisher
Title: President, Board of Directors

Date
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EXHIBIT A
COST AND FEE INFORMATION

We will perform the appropriate legal services as Co-Bond Counsel in connection with
each installment of the District’s Bonds for fees determined in accordance with the following
schedules:

First $10 Million of Bond Proceeds 1/2 of 1%
Next $30 Million of Bond Proceeds 1/4 of 1%
Over $40 Million of Bond Proceeds 1/10 of 1%
Based on the expected expenditures of time and responsibilities associated with each

Bond issue, Co-Bond Counsel anticipates sharing such total Bond Counsel fee 75% for B&G and
25% for Boyle & Lowry.
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DeIOitte. Deloiite & Touchs LLP

2200 Ross Ave.

Ste., 168050

Dallas, TX 752016778
LISA

Tet +1214 8407000
Fax: +1 214 840 7054
www, deloifta.com

August 1, 2014

Mr. Todd Madison

President

Board of Directors of Upper Trinity Regional Water District
PO Box 305

Lewisville, Texas 75067

Mr. Tom Taylor

Executive Director

Upper Trinity Regional Water District
PO Box 305

Lewisville, Texas 75067

Dear Mr, Madison and Mr, Taylor:

Deloitte & Touche LLP (“D&T” or “we” or “us”) is pleased to serve as independent auditors for
Upper Trinity Regional Water District (the “District” or “you” or “your™). M. Terry Kile will be
responsible for the services that we perform for the District bereunder.

In addition to the audit services we are engaged to provide under this engagement letter, we would also
be pleased to assist the District on issues as they arise throughout the year. Hence, we hope that you
will call Mr. Kile whenever you believe D&T can be of assistance.

The services to be performed by D&T pursuant to this engagement are subject to the terms and
conditions set forth herein and in the accompanying appendices. Such terms and conditions sball be
effective as of the date of the commencement of such services.

Audit of Financial Sfatements

Our engagement is to perform an audit in accordance with auditing standards generally accepted in the
United States of America (“generally accepted auditing standards”). The objective of an audit
conducted in accordance with generally accepted auditing standards is to express an opinion on
whether the District’s financial statements for the year ending September 30, 2014, are presented
fairly, in all material respects, in accordance with accounting principles generally accepted in the
United States of America (“generally accepted accounting principles™).

Appendix A contains a description of the auditor’s responsibilities and the scope of an audit in
accordance with generally accepted auditing standards.

Supplementary information accompanies the District’s financial statements. We will subject such
supplementary information to the auditing procedures applied to our audit of the financial statements
and certain additional procedures with the objective of expressing an opinion on whether such
information is fairly stated, in all material respects, in relation to the financial statements as a whole.

Membear of
Dalsitte Touche Tohmatst: Limnited



D&T Reports

We expect to issue a written report upon the completion of our audit. Our ability to express an opinion
or fo issue any repott as a result of this engagement and the wording thereof will, of course, be
dependent on the facts and circumstances at the date of our report. If, for any reason, we are unable to
complete our audit or are unable to form or have not formed an opinion, we may decline to express an
opinion or decline to igsue any report as a result of this engagement. If we are unable to complete our
audit, or if any report fo be issued by D&T as a result of this engagement requires modification, the
reasons for this will be discussed with the Board of Directors of Upper Trinity Regional Water District
(the “Board of Directors™) and the District’s management,

Management's Responsibilities

Appendix B describes management’s responsibilities.

Responsibility of Board of Directors

As independent auditors of the District, we acknowledge that the Board of Directors is directly
responsible for the appointment, compensation, and oversight of our work, and accordingly, except as
otherwise specifically noted, we will report directly to the Board of Directers, You have advised us
that the services to be performed under this engagement letter, including, where applicable, the use by
D&T of affiliates or related entities as subcontractors in connection with this engagement, bave been

approved by the Board of Directors in accordance with the Board of Directors” established preapproval
policies and procedures.

Communications with Board of Directors

Appendix C describes various matters that we are required by generally accepted auditing standards to
communicate with the Board of Directors and management.

Fees

We estimate that our fees for this engagement will be $117,510. Based on the anticipated timing of the
work, our fees will be billed approximately as follows:

invoice Date Amount
Qctober, 2014 $30,600
November, 2014 $30,600
December, 2014 $30.600
January, 2015 321,510

We anticipate sending invoices according to the above schedule, and payments are due 30 days from
the date of the invoice.

Our continued service on this engagement is dependent upon payment of our invoices in accordance
with these terms. Qur estimated fees are based on certain assumptions, including (1) imely and
accurate completion of the requested entity participation schedules and additional supporting
information, {2) no inefficiencies during the audit process or changes in scope caused by events that
are beyond our control, (3) the effectiveness of internal control over financial reporting throughout the
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period under audit, (4) a minimal level of audit adjustments (recorded or unrecorded), and (5) no
changes to the timing or extent of our work plans. We will notify you promptly of any circumstances
we encounter that could significantly affect our estimate and discuss with you any additional fees, as
necessary,

Inclusion of D&T Reporis or References to D&T in Other Documents or Electronic Sites

If the District intends to publish or otherwise reproduce in any document any report issued as a result
of this engagement, or otherwise make reference to D&T in a document that contains other
information in addition to the audited financial statements {e.g., in a periodic filing with a regulator, in
a debt or equity offering circular, or in a private placerent memorandum), thereby associating D&T
with such document, the District agrees that its management will provide D&T with a draft of the
document to read and obtain our approval for the inclusion or incorporation by reference of any of our
reports, or the reference to D&T, in such document before the document is printed and distributed. The
inclusion or incorporation by reference of any of our reports in any such document would constitute
the reissuance of such reports. The District also agrees that its management will notify us and obtain
our approval prior to including any of our reports on an electronic site.

Gur engagement o perform the services described herein does not constitute our agreement to be
associated with any such documents published or reproduced by or on behalf of the District. Any
request by the District to reissue any report issued as a result of this engagement, to consent to, any
such report’s inclusion or incorporation by reference in an offering or other document, or to agree to
any such report’s inclusion on an electronic site will be considered based on the facts and
circumnstances existing at the time of such request. The estimated fees outlined herein do not include
any procedures that would need to be performed in connection with any such request. Should D&T
agree to perform such procedures, fees for such procedures would be subject to the mutual agreement
of the District and D&T.

* ok ok kR ok

The parties acknowledge and agree that D&T is being engaged under this engagement letter to provide
only the services described herein. Should the District or the Board of Directors request, and should
D&T agree to provide, services {including audit services) beyond those described herein, such services
will constitute a separate engagement and will be governed by a separate engagement letter,

This engagement letter, including Appendices A through E attached hereto and made a part hereof,
constitutes the entire agreement between the parties with respect to this engagement and supersedes
any other prior or contemporaneous agreements or understandings between the parties, whether
written or oral, relating to this engagement.

If the above terms are acceptable and the services described are in accordance with your
understanding, please sign the copy of this engagement letter in the space provided and return it to us.

Yours truly,

Delote § Touchs LLP



Acknowledged and approved on behalf of

Board of Directors of Upper Trinity Regional Water District;

Title: lol‘f ? aﬂp #} +"

Date: ool

Accepted and agreed to by Upper Trinity Regional Water District:

By:
Title: e

Date: ust— 7T &/



APPENDIX A

AUDITOR'S RESPONSIBILITIES AND SCOPE OF AN AUDIT IN ACCORDANCE WITH
GENERALLY ACCEPTED AUDITING STANDARDS

This Appendix A is part of the engagement letter dated July 1, 2014, between Deloitte & Touche LLP
and Upper Trinity Regional Water District and approved by the Board of Directors of Upper Trinity
Regional Water District

Auditor's Responsibilities

Our responsibilities under generally accepted auditing standards include forming and expressing an
opinion about whether the financial statements that have been prepared by management with the
oversight of the Board of Directors are presented fairly, in all material respects, in accordance with
generally accepted accounting principles. The audit of the financial statements does not relieve
management or the Board of Directors of their responsibilities.

Scope of an Audit

Generally accepted auditing standards require that we plan and perform the audit to obtain reasonable,
rather than absolute, assurance about whether the financial statements as a whole are free from
material misstatement, whether caused by fraud or error. However, because of the inherent limitations
of an audit, togetber with the inherent limitations of internal control, an unavoidable risk exists that
some material misstatements may not be detected, even though the audit is properly planned and
performed in accordance with generally accepted auditing standards. We bave no responsibility to plan
and perform the audit to obtain reasonable assu  1ce that misstatements, whether caused by fraud or
error, that are not material to the financial statements as a whole are detected,
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the financial statements, whether caused by fraud or error. In
making those risk assessments, we consider internal control relevant to the District's preparation and

to design audit procedures that are appropriate in

ing an opinion on the effectiveness of the

e appropriateness of accounting policies

used and the reasonableness of signi $ made by management, as well as
evaluating the overall presentation o tatements,



APPENDIX B
MANAGEMENT'S RESPONSIBILITIES

This Appendix B is part of the engagement letter dated July 1, 2014, between Deloitte & Touche LLP
and Upper Trinity Regional Water District and approved by the Board of Directors of Upper Trinity
Regional Water District.

Financial Statements

Management is responsible for the preparation, fair presentation, and overall accuracy of the financial
staternents in accordance with generally accepted accounting prineiples. In this regard, management
has the responsibility for, among other things:

o Selecting and applying the accounting policies

& Designing, implementing, and maintaining effective internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error

e Identifying and ensuring that the District complies with the laws and regulations applicable to
its activities and informing us of all instances of identified or suspected noncompliance with
such laws or regulations

e Providing us with (1) access to all information of which management is aware that is relevant
to the preparation and fair presentation of the financial statements, such as records,
documentation, and other matters, (2) additional information that we may request from
management for the purpose of our audit, and (3) unrestricted aceess to personnel within the
District from whom we determine it necessary to obtain andit evidence

Management is also responsible for (1) preparing the supplementary information in accordance with
requirements as set forth by the Governmental Accounting Standards Board in the United States of
America (2) including our report on the supplementary information in any document that containg the
supplementary information and that indicates that D&T has reported on such supplementary
information, and (3) presenting the supplementary information with the audited financial statements
or, if such information will not be presented with the audited financial statements, to make the audited
financial statements readily available to the intended users of such information no later than the date of
issuance by the District of the supplementary information and our report thereon.

Management’s Representations

We will make specific inquiries of the Distriet’s management about the representations embodied in
the financial statements and supplementary information. In addition, we will request tbat management
provide us with the written representations the District is required to provide to its independent
auditors under generally accepted auditing standards. The responses to those inquiries and the written
representations of management are part of the evidential matter that D&T will rely on in forming its
opinion on the District’s financial statements and supplementary information. Because of the
importance of management’s representations, the District agrees to release and indemnify D&T, its
subcontractors, and their respective personnel from all claims, liabilities, and expenses relating to our
services under this engagement letter attributable to any misrepresentation by management.



independence Matters

In connection with our engagement, D&T, management, and the Board of Directors will assume
certain roles and responsibilities in an effort to assist D&T in maintaining independence. D&T will
communicate to its partners, principals, and employees that the District is an attest client. Management
of the District will ensure that the District, together with its subsidiaries and other entities that
comprise the District for purposes of the consolidated financial staterents, has policies and procedures
in place for the purpose of ensuring that neither the District nor any such subsidiary or other entity will
act to engage D&T or accept from D&T any service that under American Institute of Certified Public
Accountants (AICPA) or other applicable rules would impair D&T’s independence. All potential
services are to be discussed with Mr. Kile.

In connection with the foregoing paragraph, the District agrees to furnish to D&T and keep D&T
updated with respect to a corporate tree that identifies the legal names of the District’s affiliates, as
defined in AICPA Code of Professional Conduct Interpretation No. 101-18 (e.g,, parents, subsidiarics,
investors, or investees) (“District Affiliates™), together with the ownership relationship among such
entities. Such information will be maintained in a database accessible by D&T in connection with their
compliance with AICPA or other applicable independence rules.

Management will coordinate with D&T to ensure that D&T”s independence is not impaired by hiring
former or current D&T partners, principals, or professional employees in a key position, as defined in
the AICPA Code of Professional Conduct. Management of the District will ensure that the District,
together with its subsidiaries and other entities that comprise the District for purposes of the
consolidated financial statements, also has policies and procedures in place for purposes of ensuring
that D&T’s independence will not be impaired by hiring a former or current D&T partner, principal, or
professional employee in a key position that would cause a violation of the AICPA Code of
Professional Conduct or other applicable independence rules. Any employment opportunities with the
District for a former or current D&T partner, principal, or professional employee should be discussed
with Mr. Kile before entering into substantive employment conversations with the former or current
D&T partner, principal, or professional employee.

Equity or Debt Security Issuances

The District also agrees to furnish to D&T and keep D&T updated with respect to any equity or debt
securities of the District and District Affiliates (including, without limitation, tax-advantaged debt of
such entities that is issued through governmental authorities) that are registered, issued, listed, or
traded outside of the United States (whether through stock, bond, commodity, futures or similar
markets, or equity, debt, or any other securities offerings), together with related securities
identification information (e.g., ticker symbols or CUSIP®, ISIN®, or Sedol® numbers). The District
acknowledges and consents that such information may be treated by D&T as being in the public
domain.

For purposes of the preceding section entitled “Independence Matters” and “Equity or Debt Security
Issuances”, “D&T” shall mean Deloitte & Touche LLP and its subsidiaries; Deloitte Touche Tohmatsu
Limited, its member firms, the affiliates of Deloitte & Toucbe LLP, Deloitte Touche Tohmatsy
Limited and its member firms; and, in all cases, any successor or assignee.



APPENDIX C
CDMMUNICATIONS WITH THE BOARD OF DIRECTORS AND AUDIT COMMITTEE

This Appendix C is part of the engagement letter dated July 1, 2014, betwecen Deloitte & Touche LLP
and Upper Trinity Regional Water District and approved by the Board of Directors of Upper Trinity
Regional Water District.

We are responsible for communicating with the Audit Committee of the Board of Directors (“Audit
Committee”) significant matters related to the audit that are, in our professional judgment, relevant to
the responsibilities of the Board of Directors in overseeing the financial reporting process.

In connection with the foregoing, we will communicate to the Audit Committee and the Board of
Directors any fraud we identify or suspect that involves (1) management, (2) employees of the District
who have significant roles in internal control, or (3) otber employees of the District when the fraud
results in a material misstatement of the financial statements. In addition, we will communicate with
the Audit Committee and the Board of Directors any other matters related to fraud that are, in our
professional judgment, relevant to their responsibilities. We will communicate to management any
fraud perpetrated by lower-level employees of which we become aware that does not result in a
material misstatement of the financial statements; however, we will not communicate such matters to
the Audit Committee and the Board of Directors, unless otherwise directed by the Board of Directors,

We will also communicate to the Audit Committee and the Board of Directors matters involving the
District’s noncompliance with laws and regulations that have come to our attention during the course
of our audit, other than when such matters are clearly inconsequential,

We will also communicate in writing to management and the Audit Committee and the Board of
Directors any significant deficiencies or material weaknesses in internal control (as defined in
generally accepted auditing standards) that we have identified during the audit, including those that
were remediated during the audit.

Generally accepted auditing standards do not require us to design procedures for the purpose of
identifying other matters to comimunicate with the Board of Directors. However, we will communicate
to the Audit Committee and the Board of Directors matters required by AICPA AU-C 260, The
Auditor’s Communication with Those Charged with Governance.



APPENDIX D
GENERAL BUSINESS TERMS

This Appendix D is part of the engagement letier to which these terms are attached (the engagement letter,
including its appendices, the “engagement letter”) dated July 1, 2014, between Deloitte & Touche LLP and
Upper Trinity Regional Water District and approved by the Board of Directors of Upper Trinity Regional Water
Distriet.

L. Independent Contractor. D&T is an independent contractor and D&T is not, and will not be considered to
be, an agent, partner, fiduciary, or representative of the District or the Board of Directors,

2. Suryival, The agreements and undertakings of the District and the Board of Directors contained in the
engagement letter will survive the completion or termination of this engagement.

3. Assignment and Subcontracting, Except as provided below, no party may assign any of its righs or
sts or claims} relating to this engagement without the prior

and the Board of Directors hereby consent to D&T

s engagement 1o any affiliate or related entity, whether
ional services performed hereunder by any of D&T’s
sional fees, and any related expenses shall be

4. Severability, If any term of the engagement letter is unenforceable, such term shall not affect the other
terms, but such unenforceable term shall be deemed modified to the extent necessary to render it
enforceable, preserving to the fullest extent permissible the intent of the parties set forth herein,

3 agement fetter as a result of any delays
ces or causes beyond its reasonable
dc or other casualty, act of God, strike or labor dispute,
war or other violence, or any law, order or requirement of any governmental agency or authority,

6. Dispute Resolution, Any controversy or claim between the parties arising out of or relating to the
engagement letter or this engagement (a “Dispute”) shall be resolved by mediation or binding arbitration as
set forth in the Dispute Resolution Provision attache d hereto as Appendix £ and made a part hereof.



APPENDIX E
DISPUTE RESOLUTION PROVISION

This Appendix E is part of the engagement letter dated July 1, 2014, between Deloitte & Touche LLP and Upper
Trinity Regional Water District and approved by the Board of Directors of Upper Trinity Regional Water
District,

This Dispute Resolution Provision sets forth the dispute resolution process and procedures applicable to the
resolution of Disputes and shall apply to the fullest extent of the Taw, whether in contract, statute, tort {such as
negligence), or otherwise,

Mediation: All Disputes shall be first submitted to nonbinding confidential mediation by written notice to the
parties, and shall be treated as compromise and settlement negotiations under the standards set forth in the
Federal Rules of Evidence and all applicable state counterparts, together with any applicable statutes protecting
the confidentiality of mediations or settlement discussions. If the partics cannot agree on a mediator, the
International Institute for Conflict Prevention and Resolution (“CPR™), at the written request ofa patty, shall
designate a mediator.

Arbitration Procedures: If a Dispute has not been resolved within 90 days afler the effective dats of the writien
notice beginning the mediation process (or such longer period, if the parties so agree in writing), the mediation
shail terminate and the Dispute shall be settled by binding arbitration to be held in Dallas, Texas. The arbitration
shall be solely between the parties and shall be conducted in accordance with the CPR Rules for Non-
Administered Arbifration that are in effect at the time of the commencement of the arbitration, except to the
exient modified by this Dispute Resolution Provision (the “Rules™),

The arbitration shall be conducted before a panel of three arbitrators. Each of the District and Deloitte & Touche
LLP shall designate one arbitrator in accordance with the “screened” appointment procedure provided in the
Rules and the two party-designated arbitrators shall jointly select the third in accordance with the Rules. No
arbitator may serve on the panel unless he or she has agreed in writing to enforee the terms of the engagement
letter (including its appendices) to which this Dispute Resolution Provision is attached and to abide by the terms
of this Dispute Resolution Provision. Except with respect to the interpretation and enforcement of these
arbitration procedures (which shall be governed by the Federal Arbitration Act), the arbitrators shall apply the
laws of the State of Texas (without giving effect to its choice of law principles) in connection with the Dispute.
The arbitrators shall have no power to award punitive, exemplary or other damages not based on a party’s actaal
damages (and the parties expressly waive their right to receive such damages). The arbitrators may render a
summary disposition relative to ail or some of the issues, provided that the responding party has had an adequate
opportunity to respond to any such application for such disposition. Discovery shall be conducted in accordance
with the Rules,

Allaspects of the arbitration shall be treated as confidential, as provided in the Rules. Before making any
disclosure permitted by the Rules, a party shall give written notice to all other parties and afford such parties a
reasonable opportunity to protect their interests. Further, judgment on the arbitrators® award may be entered in
any court having jurisdiction.

Costs: Each party shall bear its own costs in both the mediation and the arbitration; however, the parties shail
share the fees and expenses of both the mediaters and the arbitrators equally.
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398 W. Malin, Suita 102
R0, Drawer 305 » Lewisville, TX 75087

REGIONAL WATER DISTRICT
{214) 219-1228 « Fax: (214) 2215886

June 14, 1896

@ =V
Mr. Dave Medanich ! = y
Director

First Southwest Company

500 First City Center

1700 Pacific Ave

Dallas TX 76201

Re: Financial Advisory Agreement

Dear Dave,
On June 6, 1996, the Board of Directors approved the Financial Advisory Agreement

Enclosed is an original executed copy for your files.

Sincerely,

M/MZM@: é. /czc?

Thomas E. Taylor
Executive Director

TET/nt

Enclosure

c John F. Boyle, General Counsel, Boyle & Lowry, L.L.P. (w/enciosure)

¢h.firstswimedanich 696



FINANCIAL ADVISORY AGREEMENT
By and Between
UPPER TRINITY REGIONAL WATER DISTRICT
(Herein referred to as the "District™)
and
FIRST SOUTHWEST COMPANY

It is understood that the District will have under consideration from time to time the authorization and
issuance of indebtedness in amounts and forms which cannot presently be determined and that in connection
with the authorization, sale, issitance and delivery of such indebtedness of the District, we have been
requested to submit a proposal to provide professional services to the District in the capacity of Financial
Advisor. We are pleased to comply with this request and submit the following proposal for consideration.
This proposal, if accepted by the District, shall become the agreement (the "Agreement”) between the
District and First Southwest Company effective at the date of its acceptance as provided for herein below.

A. This Agreement shall apply to any and all evidences of indebtedness or debt obligations
that may be authorized and issued or otherwise created or assumed by the District (hereinafter referred to
collectively as the "Debt Instruments”) from time to time during the period in which this Agreement shall be

effective.

B. We agree to provide our professional services and our facilities as Financial Advisor and
agree to direct and coordinate all programs of financing as may be considered and authorized during the
period in which this Agreement shall be effective and to assume and pay those expenses set out in Appendix
A, provided, however, that our obligations to pay expenses shall not include any costs incident to litigation,
mandamus action, test case or other similar legal actions.

C. We agree to perform the following duties normally performed by such financial advisors
and all other duties as, in our judgment, may be necessary or advisable:

i We will conduct a survey of the financial resources of the District to determine the
extent of Its capacity to authorize, issue and service debt. This survey will include an analysis of the
existing debt structure as compared with the existing and projected sources of revenues which may be
pledged to secure payment of debt service. In the event revenues of existing or projected facilities operated
by the District are to be pledged to repayment of the Debt Instruments then under consideration, the survey
will take into account any outstanding indebtedness payable from the revenues thereof, additional revenues
to be available from any proposed rate increases and additional revenues, as projected by consulting
engineers employed by the District, resulting from improvements to be financed by the Debt Instruments
under consideration. 'We will also take into account future financing needs and operations as projected by
the District's staff and consulting engineers or other expexts, if any, employed by the District.



2. On the basis of the information developed by the survey described above, and other
information and experience available to us, we will submit to the District our recormmendations on the Debt
Instraments under consideration including such elements as the date of issue, interest payment dates,
schedule of principal maturities, options of prior payment, security provisions, and any other additional
provisions designed to make the issue attractive to investors. All recommendations will be based upon our
professional judgment and marketing experience with the goal of designing Debt Instruments which can be
sold under terms most advantageons to the District and at the lowest interest cost consistent with all other
considerations.

3. We will advise the District of cumrent bond market conditions, forthcoming bond
issues and other general information and economic data which might normally be expected to influence
interest rates or bidding conditions so that the date of sale of the Debt Instruments may be set at a time
which in our opinion, and yours, will be favorable.

4. We understand the District has retained, or will retain, a firm of municipal bond
attorneys ("Bond Counsel™) whose fees will be paid hy the District.

5. We will recommend the method of sale of the Debt Instruments that, in our
opinion, is in the best interest of the District and will proceed, as directed by the District, with one of the
following methods:

a. Advertised Sale: We will supervise the sale of the Debt Instruments at a
public sale in accordance with procedures set out herein. We reserve the right, eitber acting alone or in
conjunction with others, to submit a bid for any debt Instruments issued under this Agreement which the
District advertises for competitive bids.

b. Negotiated Sale: We will recommend one or more investment banking
firms as managers of an underwriting syndicate for the purpose of negotiating the purchase of the Deht
Instruments and in no event will we participate either direct or indirectly in the underwriting of the Debt
Instruments. We will collaborate with any managing underwriter selected and Counsel to the underwriters,
in the preparation of the Official Statement or Offering Memorandum. We will cooperate with the
underwriters in obtaining any Blue Sky Memorandum and Legal Investment Survey, preparation of the
Bond Purchase Contract, Underwriters Agreement and any other related documents. The costs thereof,
including the printing of the documents, will be paid by the underwriters.

c. Texas Water Development Board or other State and Federal Agencies:
We will, if so directed by the District, advise and assist in the preparation and submission of any application
for funding made to a State or Federal Agency. Further, if so requested, a representative of this firm shall
accompany and assist the District in any meetings or hearings before the appropriate Agency.



6. When appropriate, we will advise financial pubiications of the forthcoming sale of
the Debt Instruments and provide them with all pertinent information.

7. We will coordinate the preparation of the Notice of Sale and Bidding Instructions,
Official Statement, Official Bid Forra and such other documents as may be required. We will submit to the
District all such documents for examination, approval and certification. After such examination, approval
and certification, we will provide the District with a supply of all such documents sufficient to its needs and
will distribute by mail sets of the same to prospective bidders and to banks, life, fire and casualty insurance
companies, investrment counselors and other prospective purchasers of the Debt Instruments. We will also
provide sufficient copies of the final Official Statement to the purchaser of the Debt Instruments in
accordance with the Notice of Sale and Bidding Instructions,

8. We will, after consulting with the District, arrange for such reports and opinions of
recognized independent consultants we deem necessary and required in the successful marketing of the Debt
Instruments.

9. Subiect to the approval of the District, we will organize and make arrangernents for
such investor information meetings as, in our judgment, may be necessary.

10. We will make recommendations to the District as to the advisability of obtaining a
credit rating, or ratings, for the Debt Instruments and, when directed by the District, we will coordinate the
preparation of such information as, in our opinion, is required for submission to the rating agency, or
agencies. In those cases where the advisability of personal presentation of information to the rating agency,
of agencies, may be indicated, we will arrange for such personal presentations, including representatives
from the District.

1L We wili assist the staff of the District at any advertised sale of Debt Instroments in
coordinating the receipt and tabulation and comparison of bids and we will advise the District as to the best
bid. We will provide the District with our recommendation as to acceptance or rejection of such bid.

12. As soon as a bid for the Debt Instmuments is accepted by the District, we will
proceed to coordinate the efforts of all concerned to the end that the Debt Instruments may be delivered and
paid for as expeditiously as possible. We shall assist the District in the preparation or verification of final
closing figures incident to the delivery of, and payment for, the Debt Instruments.



13. We will maintain laison with Bond Counsel in the preparation of all legal
documents pertaining to the asthorization, sale and issuance of the Debt Instruments. Bond Counsel will
provide an unqualified legal opinion as to the legality of the issuance of the Debt Instruments at the time of
delivery.

14, If requested, we will counsel with the District in the selection of a Trustee and
Paying Agent/Registrar for the Debt Instruments, and we will assist in the preparation of agreements
pertinent to these services and the fees incident thereto.

15. In the event formal verification by an independent anditor of any calculations
incident to the Debt Instruments is required, we will make arrangements for such services.

i6. We agree to coordinate all work incident to printing and execution of the Debt
Instruments.

¥, After the closing of the sale and delivery of the Debt Instruments, we will deliver
to the District a schedule of annual debt service requirements of the Debt Instruments. In coordination with
Bond Counsel, we will assure that the Paying Agent/Registrar has been provided with a copy of the
authorizing ordinance, order or resolution.

18. We will attend any and all meetings of the governing body of the District, its staff,
representatives or committees as requested at all times when we may be of assistance or service and the
subject of financing is to be discussed.

19. In concert with Bond Counsel we will advise the District and its staff of changes,
proposed or enacted, in Federal and State laws and regulations which would affect the municipal bond
market.

20. We will work with the District, its staff and any consultants employed by the
District in developing financial feasibility studies and analyzing altemative financing plans.

b. In addition to the services set out above, we agree to provide the following services when

s0 requested

i. We will provide our advice and assistance with regard to exercising call and/or
refunding of any outstanding Debt Instraments.

2. We will provide our advice and assistance in the development of, and financing
for, any capital improvements programs of the District.



3. We will provide our advice and assistance in the development of the Jong-range
financing plan of the District.

4. We will provide any other financing planning services as may be requested by the
District.

E. The fee due to First Southwest Company calculated in accordance with Appendix A
attached hereto, any other fees as may be mutually agreed upon and all expenses for which First Southwest
Company is entitled to reimbursement, shall become due and payable concurrently with the delivery of the
Debt Instruments to the purchaser.

F This Agreement shall become effeetive at the date of acceptance by the District set out
herein below and shali remain in effect thereafter for a period of five (5) vears from the date of acceptance.
‘This Agreement will be automatically renewed for successive one (1) year periods on each anniversary date
unless otherwise terminated, in writing, by either party. This Agreement may be terminated without cause
by the District or First Southwest upon thirty (30) days’ written notice to the other party. In the event of
such termination, it is understood and agreed that only the amount due First Southwest for services provided
and expenses incurred to the date of termination will be due and payable. No penalty will be assessed for
termination of this Agreement.

This Agreement is submitted in duplicate originals. When accepted by the District, it, together with
Appendix A attached hereto, will constitute the entire Agreement between the District and First Southwest
Company for the purposes and considerations herein specified.  Acceptance will be indicated by the
signature of aunthorized officials of the District together with the date of acceptance on both copies and the
return of one executed copy to First Southwest Company.

Respectfully submitted,

FIRST SOUTHWEST COMPANY

By By:
Hill A. Feinberg David
President and Chief Executive Officer



ACCEPTANCE CLAUSE

The above and foregoing is hereby in all things accepted and approved by the Upper Trinity Regional Water
District on this the _& day of { Tudz.. , 19 ?_é_, by action of the Arard

By Huclead
President
RECOMMENDED:
Thomas E. Tay
Executive Director

ATTEST:



APPENDIX A
UPPER TRINITY REGIONAL WATER DISTRICT
FEE SCHEDULE AND EXPENSE ITEMS

In consideration for the services rendered by us, it is understood and agreed that our fee for each issue of
Debt Instruments will be as follows:

Base Fee - Any Issue $ 5,000
Plus $10.00 per $1,000 up to $ 250,000
Plus $5.00 per 1,000 next 250,000
Plus 6.00 per 1,000 next 500,600
Plus 4.00 per 1,600 next 1,500,000
Plus 2.50 per 1,000 next 2,500,000
Plus 1.75 per 1,000 next 5,000,000
Plus 125 per 1,000 next 10,000,000
Plus 1.00 per 1,000 next 13,000,000

"The above charges shall be increased by an additional charge, mutually agreeable to the District and the
Company for the issuance of refunding bonds, reflecting additional services and expenses required.

The District will be responsible for the payment of the expenses listed below, The payment of reimbursable
expenses that the Company has assumed on behalf of the District shall not be contingent upon the Delivery
of the Debt Instruments.

+ Bond counsel

« Bond printing

» Bond ratings

* Credit enhancement

« Official statement and state application printing and postage
» Paying agent/registrar/trustec

» Travel expenses of District personnel

« Travel expenses of Company's personnel, with prior approval
» Miscellaneous, mciuding copy, delivery

Normally associated with Refunding Bond Issues
+ Computer structuring
« Underwriter and underwriters counsel




LLoyp, GosselINK, BLEVINSG, ROCHELLE,

BaLbwiN & TOWNSEND, P C,
ArtTorRNEYS AT Law

1 CONGRESS AVENUE, SUITE {800 BOT7 SOUTH AUSTIN AVENUE®

AUSTIN, TEXAS Y8701 GEORGETOWN, TEXAS 78626

TELEPHONE (512 3R2-5800 TELEBHONE (512) 930-12317
TELECORIER ($12) 47B-0532 Mr. Rochelle's Direct Line: *BY APPOINTMENT ONLY

{512} 322-5810

mrochelle@iglawfirm.com

March 26, 1989

Mr. Thomas Taylor

Executive Director

Upper Trinity Regional Water District
P.QO. Drawer 305

Lewisville, Texas 75067

Re: Professional Legal Services Agreement {160100:Billing File)
Dear Mr. Taylorn:

Pursuant to your request, this letter will affirm our agreement that the firm of
Lloyd, Gosselink, Blevins, Rochelle, Baldwin & Townsend, P.C. {“Lioyd, Gosselink”)
will provide professional legal services to the Upper Trinity Regionel Water District
{(“District”} in connection with proposed water reuse authorizetions for waters
diverted by the District from lLake Chapman and transferred to the District's water
freatment facilities in the Trinity River Basin. At the present time we will work
under your direction. Lloyd, Gosselink will elso provide counsel to the District
regarding any other environmental and reguletory matter with which the District
may be confronted.

We have previously discussed the scope of our representation of the District
in these matters, and our fee structure. However, to ensure that you and the
District’'s Boerd of Directors fully understand the services we intend to provide,
they are detailed below. These services will be provided the District in concert
with the engineering services afforded the District by the firms of Donald G.
Rauschuber & Associates, Inc. and Alen Plummer & Associates, Inc. and in
connection with their Phase 1 Scope of Work associated with the Lake Chapman
water reuse project. We have discussed the protocol for the Phase | work to be
performed by these consultants. First, we have identified a number of water reuse
strategies to be investigated. Pursuant to this investigation, the District will
identify “preferred” water reuse strategies and will thereafter identify a “selected”
weter reuse strategy to pursue in the second phese of this project {Phase 11}, which
will involve preparetion of final engineering and application reports and reuse
epplication documents for submission to TNRCC and pursuit of permits and



Mr. Thomas Tavlor
March 258, 1888
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authorizations from that agency for the District’s reuse of its Lake Chapman
waters. The Phese | legal services we will provide will include:

. Evaluation of the authorities required under the Texas Water Code for
the District to reuse its Lake Chapman water;

L Evaluation of the District’s existing water sales contracts with its
members to determine Iimitations on the District’s ability to reuse its
Lake Chapman water;

L Drafting of appropriete documents, if any, the District may need to
amend its existing water sales contracts to allow for the District’s
reuse of its Lake Chapman water;

° Assessment of the implications of TNRCC rules that may impect the
District’s preferred water reuse stretegies; and

. Identification of key elements of any TNRCC water rights application
associated with the District’s selected water reuse strategy.

With regard to the second and third items above, we have discussed my
firm's role in these matters. | understand that we are not employed by the District
at this time to negotiate with any of your water supply customers concerning
revisions, if eny, 10 your existing weter supply contrects that may be necessary in
order for the District to pursue this reuse project. However, the District may
request us to provide such assistance at a later date, and we will consider any
conflicts we may heve with such request at that time,

As we have discussed, some aspects of the above-described representation
are difficult to define, in terms of my firm’s time expenditures {and therefore in
terms of the costs of such work}. However, based on my understanding of the
above-referenced tasks, | believe this Phese | legal work can be accomplished for
apbout $13,000-815,000. If | come to expect during the course of this
representetion thet our costs will exceed $15,000 for the Phase | legal work | will
secure your approval before conducting work that exceeds such fee amount.

Our firm utilizes a fee structure based on the cost per chargeeble hour for
attorneys’ services, depending on the individual involved end his or her level of
experience and expertise. | will be the account representetive and the ettorney in
charge of our representation. My time is currently billed at the rate of $195 per
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hour. Judith Robinson will be working with me and her time will be billed at the
rate of $125 per hour. From time to time other attorneys with the firm may ba
assigned to some aspect of our representation, as appropriate. It is the policy of
our firm to review our fee structure annually. We will notify you in writing prior to
implementation of any change in our fee structure.

Additionally, we utilize briefing clerks, paralegals and other support personnel
to perform those tasks not requiring the time of an attorney. Briafing clerk and
paralegal time is billed at an amount not to exceed $75.00 per hour. We will
submit all out-of-pocket expenses incurred for reimbursement, with a fifteen
percent {15%) overhead charge added. Usually we ask the client to pay directly all
filing fees, charges for consultants, etc. due to the size of such fees and to avoid
the client incurring our overhead charge. We endeavor to have a statement of
services rendered and expenses incurred by the 15th of each month. Full payment
is dua on receipt of the statement. Interest will be charged at the rate of 10% per
annum on any balance not paid 60 days after the statement date.

This agreement shall become effective upon our receipt of a countersigned
original of this letter. This agreement may be terminated by you at any time by
written notice to us, provided, when applicable, that permission for withdrawal
from employment is granted by the court. This agreement may be terminated by
this firm on fifteen (15) days written notice that we are no longer in a position to
continue representing you in a particular matter for any reason, including
nonpayment of fees and expenses within 30 days of receipt of a statement.

If this agreement is acceptable to you, please have the appropriate persons
execute the duplicate original provided herein, and return it to us for our records,
We look forward to working with you and the District in pursuing this important
project.

Sincerely,

oNiML.

Martin C. Rochelle

MCR/ldp
18010098031 2mer8

ENCLOSURES
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UPPER TRINITY REGIONAL WATER DISTRICT

77 .
M/ﬂﬂm Nay &, 1997

: 'thnyé D. Harris, President Date /

ATTEST:

s A Sl oy L, 1999

By: Steven L. Bacchus, Secretary Date /



l lOYd 816 Congress Avenue, Suite 1900

. Austin, Texas 78701
& Telephone: {512) 322-5800
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Mr. Rochelie’s Pirect Line: {512) 3225810
mrochelle@lgiawfinn.com

April 25, 2011

Mr. Thomas Taylor VIA ELECTRONIC TRANSMISSION
Executive Director

Upper Trinity Regional Water District

P.Q. Drawer 305

Lewisville, Texas 75067

Re:  Supplement to Engagement Letter - Upper Trinity Regional Water District;
Billing File Number: 1601-11

Dear Tom:

We appreciate the confidence you have shown in us by recently requesting additional
legal services from our firm. For various reasons it is necessary for our firm to specifically
enumerate those matters on which we are working. The purpose of this letter is to set forth our
understanding of the legal services to be performed by us and is a Supplement to tbe original
Engagement Letter. This letter confirms that Lloyd Gosselink Rochelle & Townsend, P.C.
(“Lloyd Gosselink™) will represent the Upper Trinity Regional Water District with respect to
litigation, including administrative litigation, related to the Authority’s application to the Texas
Commission on Environmental Quality for a water right permit for the proposed Lake Ralph
Hall, in Fannin County, Texas (the “Matter”). Furthermore, this letter is our notice to you
regarding our acceptance of this representation (the “Representation™). '

Terms of Engagement

Qur original Engagement Letter and the Additional Terms of Engagement attached
thereto set out the terms of our engagement in the Representation. This letter is expressly
incorporated into that document. 1t is understood and agreed that our engagement is limited to
the Reprcsentation, and our acceptance of this engagement does not imply any undertaking to
provide legal services other than those set forth in the original Engagement Letter and all
Supplements thereof.

Personnel Whe Will Be Working on the Matter

Lambeth Townsend will be the attorney in charge of the Representation, and he will be
working on the Matter. You may call, write, or e-mail Lambeth or me whenever you have any
questions about the Representation. Other firm personnel, including firm lawyers and paralegals,
will participate in the Representation if, in our judgment, their participation is necessary or
appropriate.

Lloyd Gosselink Rochelle & Townsend, P.C.
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Coanflicts of Interest

Before aceepting this Representation, we have undertaken reasonable and customary
efforts to determine whether there are any potential confliets of interest that would bar our firm
from representing you in the Matter. Additionally, in order that we comply with the
requirements of Chapter 176 of the Texas Local Government Code, we have performed an
internal confliets of interest inquiry. Based on the information obtained from this inquiry, we will
file a completed conflict of interest questionnaire with the individual deemed as the records
administrator for your entity. Based on the information available to us, we are not aware of any
potential disqualification. We reviewed the issue of potential conflicts in accordance with the
rules of professional responsibility adopted in Texas.

Coanclusion

This letter is appended to, and made a part of, our original Engagement Letter and the
Additional Terms of Engagement attached thereto, and together with all other Supplements
constitute the entire terms of the engagement of Lloyd Gosselink Rochelle & Townsend, P.C. in
the Representation. Thesc written terms of engagement are not subjeet to any oral agreements or
understandings, and they can be modified only by further written Supplement. Unless expressly
stated in these terms of engagement, no obligation or undertaking shall be implied on the part of
either you or Lloyd Gosselink Rochelle & Townsend, P.C. If there are any questions about these
terms of engagement, or if these terms are imaccurate in any way, please let me know
immediately.

Sincerely,

ochelle

MCR/Idp
2068429



Additional Terms of Engagement

This supplement to our engagement letter sets out additional terms of our agreement to provide the
representation described in our engagement. Because these additional terms of engagement are a part of our
agreement to provide legal services, you should review them carefully and should promptly communicate to us any
questions concerning this document. We suggest that you retain this statement of additional terms along with our
engagement letter and any related documents.

The Scope of the Representation

As lawyers, we undertake to provide representation and advice on the legal matters for which we are
engaged. It is important for our clients to have a clear understanding of the legal services that we have agreed to
provide. Thus, if there are any questions about the scope of the Representation that we are to provide in the Matter,
please raise those questions promptly, so that we may resolve them at the outset of the Representation.

Any expressions on our part concerning the outcome of the Representation, or any other legal matters, are
based on our professional judgment and are not guarantees. Such expressions, even when described as opinions, are
necessarily limited by our knowledge of the facts and are based on our views of the state of the law at the time they
are expressed.

Upon accepting this engagement on your behalf, Lloyd Gosselink Rochelle & Townsend, P.C. agrees to do
the following: (1) provide legal counsel in accordance with these terms of engagement and the related engagement
letter, and in reliance upon information and guidance provided by you; and (2) keep you reasonably informed about
the status and progress of the Representation.

To enable us to provide effective representation, you agree to do the following: (1) disclose to us, fully and
accurately and on a timely basis, all facts and documents that are or might be material or that we may request, (2)
keep us apprised on a timely basis of all developments relating to the Representation that are or might be material,
(3) attend meetings, conferences, and other proceedings when it is reasonable to do so, and (4) otherwise cooperate
fully with us.

Our firm has been engaged to provide legal services in connection with the Representation in the Matter, as
specifically defined in our engagement letter. After completion of the Representation in the Matter, changes may
occur in the applicable laws or regulations that could affect your future rights and liabilities in regard to the Matter.
Unless we are actually engaged after the completion of the Representation to provide additional advice on such
issues, the firm has no continuing obligation to give advice with respect to any future legal developments that may
pertain to the Matter.

It is our policy and your agreement that the person or entity that we represent is the one identified in our
engagement letter, and that our attorney-client relationship does not include any related persons, employees of the
client, or related entities.

Who Will Provide the Legal Services

As our engagement letter confirms, Lloyd Gosselink Rochelle & Townsend, P.C. will represent you in the
Matter. Lloyd Gosselink Rochelle & Townsend, P.C. is a Texas professional corporation.

Although our firm will be providing legal services, each client of the firm customarily has a relationship
principally with one attorney, or perhaps a few attorneys. At the same time, however, the work required in the
Representation, or parts of it, may be performed by other firm personnel, including lawyers and paralegals. Such
delegation may be for the purpose of involving other firm personnel with experience in a given area or for the
purpose of providing services on an efficient and timely basis.

Page 1
July 21, 2008



Communication and Confidentiality

In keeping with technological advancements and the corresponding demands of clients, it is the practice of
the firm to use electronic (email) correspondence from time to time to communicate and to transmit documents. As
such, the possibility exists that electronic transmissions could be intercepted or otherwise received by third parties
and lose their privileged nature if the method of communication is ruled to lack sufficient confidentiality. As with
any correspondence regarding legal representation, regardless of the manner of transmission, we urge you to use
caution in its dissemination in order to protect its confidentiality. By signing below, you agree that we may use
email in the scope of the Representation.

We recognize our obligation to preserve the confidentiality of attorney-client communications as well as
the client confidences, as required by the governing rules of professional responsibility. If the Matter involves
transactions, litigation or administrative proceedings or like proceedings in which our firm appears as counsel of
record for you in publicly available records, we reserve the right to inform others of the fact of our representation of
you in the Matter and (if likewise reflected or record in publicly available records) the results obtained unless you
specifically direct otherwise.

Periodically, the firm is asked to provide a Representative Client List to prospective clients and in various
legal directories (e.g., Martindale-Hubbell and the Texas Legal Directory). Unless you advise us to the contrary, we
may disclose to third parties the fact that our firm represents you. Lloyd Gosselink is not requesting authorization to
disclose any privileged information obtained during its representation.

Disclaimer

Lloyd Gosselink Rochelle & Townsend, P.C. has made no promises or guarantees to you about the
outcome of the Representation of the Matter, and nothing in our engagement letter or these terms of engagement
shall be construed as such a promise or guarantee.

Termination

At any time, you may, with or without cause, terminate the Representation by notifying us in writing of
your intention to do so. Any such termination of services will not affect the obligation to pay for legal services
rendered and expenses and charges incurred before termination, as well as additional services and charges incurred
in connection with an orderly transition of the Matter.

We are subject to the codes or rules of professional responsibility for the jurisdictions in which we practice.
There are several types of conduct or circumstances that could result in our withdrawing from representing a client,
including, for example, the following: non-payment of fees or charges; misrepresentation or failure to disclose
material facts; fraudulent or criminal conduct; action contrary to our advice; and conflict of interest with another
client. We try to identify in advance and discuss with our clients any situation that may lead to our withdrawal.

A failure by you to meet any obligations under these terms of engagement shall entitle Lloyd Gosselink
Rochelle & Townsend, P.C. to terminate the Representation. In that event, you will take all steps necessary to
release Lloyd Gosselink Rochelle & Townsend, P.C. of any further obligations in the Representation or the Matter,
including without limitation the execution of any documents necessary to effectuate our withdrawal from the
Representation or the Matter. The right of Lloyd Gosselink Rochelle & Townsend, P.C. to withdraw in such
circumstances is in addition to any rights created by statute or recognized by the governing rules of professional
conduct.

Our engagement letter specifically explains our fees for services in the Matter. We will bill on a regular
basis, normally each month, for fees and expenses and charges. It is agreed that you will make full payment within
thirty (30) days of receiving our statement. We may give notice if an account becomes delinquent, and it is further
agreed that any delinquent account must be paid upon the giving of such notice. If the delinquency continues and
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you do not arrange satisfactory payment terms, we may withdraw from the Representation. However, any
termination by either party may be subject to, or controlled by, orders of a court.

Document Retention

Upon completion of our work on this matter, it is our firm’s policy that your original documents (e.g.,
permits, licenses, deeds, wills, etc.) and other client property be returned within a reasonable period of time. As to
any documents so returned, we may elect to keep a copy of the documents in our stored files. Our own files,
including lawyer work product pertaining to the matter, will be retained by the firm. These firm files include firm
administrative records, time and expense reports, billing and accounting records, and internal work product. Internal
work product includes drafts, notes, internal communications (in both paper and electronic mediums), and legal and
factual research prepared for the internal use of our firm’s lawyers. All documents retained by the firm will be
transferred to the person responsible for administering our records retention program. For various reasons, including
the minimization of unnecessary storage expenses, we reserve the right to destroy or otherwise dispose of any such
documents or other materials retained by us after the completion of our work without additional notice.

Charges for Expenses and Services

Our invoices will include amounts for legal services rendered and for other expenses and services.
Examples of other expenses and services include charges for photocopying, facsimile transmissions, long-distance
telephone calls, travel and conference expenses, messenger deliveries, computerized research, and other electronic
transmissions. In addition, we reserve the right to send to you for direct payment any invoices delivered to us by
others, including experts and any vendors.

Rates for our legal services, expenses and charges are subject to change from time to time and will be noted
on your bill. In some situations, we can arrange for such services and expenses to be provided by third parties billed
through our billings or by direct billing to the client.

Standards of Professionalism and Attorney Complaint Information

Pursuant to rules promulgated by the Texas Supreme Court and the State Bar of Texas, we are to advise our
clients to the contents of the Texas Lawyer's Creed, a copy of which is attached. In addition, we are to advise clients
that the State Bar of Texas investigates and prosecutes complaints of professional misconduct against attorneys
licensed in Texas. A brochure entitled Attorney Complaint Information is available in our office in Austin and is
likewise available upon request. A client that has any questions about the State Bar's disciplinary process should call
the Office of the General Counsel of the State Bar of Texas at 1-800-932-1900 toll free.

Additional Terms of Engagement 1.7 .doc

Page 3
July 21, 2008



Part A - #10

Total Funding from All Sources




TWDB SWIFT Application

Part A, Number 10

UPPER TRINITY REGIONAL WATER DISTRICT
Other Funding Sources

Type of Funds Date Applied for  Anticipated or Funding
Funding Source (Loan/Grant) Amount (S) Funding Secured Date
Donated Assets Grant S 11,230 N/A September, 2010
Commercial Paper Loan S 38,952,185 March, 2005 April, 2005
WIF-10 Fund Loan S 10,484,003 December, 2007  July, 2008
SWIFT - Deferred Loan S 29,115,000 June, 2015 October, 2015
SWIFT - Board Participation Loan S 15,565,000 June, 2015 October, 2015
SWIFT - Board Participation Loan S 275,446,472 FY2019-FY2022 FY2019 - FY2022
Total Funding from All Sources S 369,573,890
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Description of Pledged
Revenue and Rate Covenant
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Part B, Number 16
Upper Trinity Regional Water District

Pledged Revenues means (i) the Net Revenues of the System and (ii) any additional
revenues, income, receipts, or other resources, including without limitations, any grants,
donations, or income received or to be received from the United States Government, or any other
public or private source, whether pursuant to an agreement or otherwise, which in the future
may, at the option of the District, be pledged to the payment of the Parity Bonds.

Rate Covenant. The District covenants and agrees that it will fix, establish, maintain,
and collect such rentals, rates, charges, and fees for the use and availability of the System as
are necessary to produce Gross Revenues of the System sufficient (a) to pay all Operation and
Maintenance Expenses of the System, (b) to make all payments and deposits required for the
Parity Bonds in amounts sufficient to provide at least 1.0 times debt service coverage of all
Parity Bonds and required to be made into the Interest and Sinking Fund and to maintain the
Reserve Fund when and as required by this Resolution, (c) to comply with any provision
contained in the Letter of Credit and Reimbursement Agreement for the Commercial Paper Notes,
and to pay to the extent the same are reasonably anticipated to be paid with Pledged Revenues, the
interest on and principal of the Commercial Paper Notes or the repayment of borrowings or
other amounts due the Bank under the Letter of Credit and Reimbursement Agreements, as and
when the same shall become due and any additional Subordinate Lien Obligations, and (d) to
pay al other legal obligations of the District, including those required under the Master
Agreement.
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RESOLUTION

UPPER _TRINITY

REGIONAL WATER DISTRICT

RESOLUTION # 2015 -_®

A RESOLUTION BY THE BOARD OF DIRECTORS OF THE UPPER
TRINITY REGIONAL WATER DISTRICT REQUESTING FINANCIAL
ASSISTANCE FROM THE TEXAS WATER DEVELOPMENT BOARD;
AUTHORIZING THE FILING OF AN APPLICATION FOR ASSISTANCE;
AND MAKING CERTAIN FINDINGS IN CONNECTION THEREWITH.

WHEREAS, the Upper Trinity Regional Water District (the "District”) provides regional water (and
wastewater) services on a wholesale basis to some 25 cities, towns and utilities, serving
customers in the Trinity River Basin, State of Texas; and

WHEREAS, the District is a regional entity, created by the Texas Legislature, to serve a rapidly
growing region in the northern portion of the Dallas/Fort Worth Metroplex; and

WHEREAS, ensuring an adequate water supply is vital fo the public health and continued
economic well-being of the State; and

WHEREAS, the State of Texas has prepared regional and state water supply plans {the "Plan”},
which Plan identifies future demands for water within the District’s service area over the next 50
years; and

WHEREAS, one of the projects identified in the Plan for this region is proposed Lake Ralph Hall,
to be located on the North Sulphur River in Fannin County, Texas; and

WHEREAS, the planning, design, land acquisition and permiiting activities for proposed Lake
Ralph Hall are ongoing and require additional funding; and

WHEREAS, on January 28, 2015, the District filed an abridged application with the Texas Water
Development Board (TWDB) for financial assistance under the State Water Implementation Fund
for Texas (SWIFT) program to support development of proposed Lake Ralph Hall, for which the
District has received water rights Permit No. 5821; and

WHEREAS, the TWDB has given notice that the District has met the gualifications to submit a
complete appiication for such financial assistance for Lake Ralph Hall; and

WHEREAS, the TWDB has determined that the District has gualified for and is eligible to receive
up to $44,884 529 in financial assistance for the Lake Ralph Hall project in this current phase of
the SWIFT program; and

WHEREAS, the District may participate in subsequent phases of the SWIFT program for
additional financial assistance needed for completion of the project; and



Upper Trinity Regionat Water District
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Page 20f 3

WHEREAS, the Executive Director recommends that the Board of Directors authorize said
application, in that it would be in the best interest of the District, its Members and Customers.

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF UPPER TRINITY
REGIONAL WATER DISTRICT:

SECTION 1. That an application is hereby approved and authorized to be filed with the Texas
Water Development Board seeking financial assistance in an amount not to exceed $ 44,684,529
to provide for the costs of Planning, Permitting, Design and continued Land Acquisition for
proposed Lake Ralph Mall.

SECTION 2. That Thomas E. Taylor, Executive Director, be and is hereby designated the
authorized representative of the Upper Trinity Regional Water District for purposes of furnishing
such information and executing such documents as may be required in connection with the
preparation and filing of such application for financial assistance under the rules of the Texas
Water Development Board.

SECTION 3. That the following firms and individuals are hereby authorized and directed to aid
and assist in the preparation, submission and review of such application, and appear on behalf of
and represent the District before any hearing held by the Texas Water Development Board on
such application, fo wit:

Project Manager: Upper Trinity Regional Water District  (Larry N, Patterson, P.E.)
P.O. Box 305 Deputy Executive Director
Lewisville, TX 750867
972-219-1228

Financial Advisor: First Southwest Company {David K. Medanich)
777 Main Street, Suite 1200
Fort Worth, Texas 76102
817-332-9710

Co-Bond Counsel:  Bracewell & Giuliani L.L.P. (Rob Colling}
1445 Ross Avenue Suite 3800
Dallas, Texas 75202-2711
214-758-1012

Co-Bond Counsel:  Boyle & Lowry L.L.P. {John F. Boyle, Jr.)
4201 Wingren, Suite 108
Irving, Texas 75062
972-650-7100

Engineer. CPY, Inc. (Pete Patel)
1820 Regal Row, Suite 200
Dallas, Texas 75235
972-263-3960
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Engineer: Alan Plummer Associates, Inc. {Alan Tucker)
1320 8. University, Suite 300
Fort Worth, Texas 76107
817-589-2226

Engineer: CH2M-HILL {Edward Motiey)
12377 Merit Drive, 10" Floor

Datllas, TX 75251
972-980-2170

DULY PASSED AND APPROVED THIS 7th DAY OF MAY 2015.

Recommended:

Execuied: W;/—\

odd Madison, President

Confirm; /J‘ét., / 42 C'/L

Gary Célmes, Secretary

Attest: Nancy T. Tam By: M@*’?Gm ‘ M(_{

Assistant Board Secretary l I

{Seal)

Zvibscottiressiutionsil.ake Ralph HalkTWDR Appiicalion Resolution Dotk
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Application Affidavit wro-20

THE STATE OF TEXAS §
COUNTY O PENTON §
APPLICANT Upger Tririly Regional Water Dlstrict §

BEFORE ME, the undersigned, a Notary Public in and for the State of Texas, on this day
personally appeared 1 110Mas E. Taylor, P.E. as the Authorized Representative of the
Upper Trinity Regionat Water Distric who being by me duly sworn, upon oath says that:

1. the decision by the District (anthority, city, county, corperation,
distriet) to request financial assistance from the Texas Water Development Board ("Board") was made in a public
meeting held in accordance with the Open Meetings Act (Government Code, §551.001, et seq,) and after providing
all such notice as required by such Act as is applicable to the District city,
county, corporation, disirict} ;

2. the information submitted in the application is true and correct according to my best knowledge and
belief:

3. the District (authority, city, county, corporation, district) has no pending,
threatened, or outstanding judgments, orders, fines, penalties, taxes, assessment or other enforcement or compliance
issue of any kind or nature by the Environmental Protection Agency, Texas Commission on Environmental Quality,
Texas Comptroller, Texas Secretary of State, or any other federal, state or local government, except for the
following (if no such outstanding compliance issves, write in "none™):

None

4. the District {authority, city, county, corporation, district) warrants

compliance with the representations made in the application in the event that the Board provides the financial
assistance; and

5. the District {authority, city, courdy, corporation, district) will comply
with all applicable federal laws, rules, and regulations as well as the laws of this state and the rules and regulations

of the Board.

Tile: Executive Director, UTRWD

this HO L day of 2

Notary Public, of Texas
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Application Resolution -Certificate of Secretary wro-2010)
THE STATE OF THXAS §

COUNTY OF  Denton
APPLICANT  Upper Trinity Regional Water Disteict §

1, the undersigned, Secretary of the Upner Trinitv Regional Water
DO HEREBY CERTIFY as foliows:

1. That on the 7% day of ___May ,20 15, aregular/special meeting of the

Uoner Trinitv Regional Water  strict was held at a meeting place within the City of

Lewisville, Texas; the duly constituted members of the  Board of Directors
being as follows:
T pclie Mavnard Sentt Snealls H UHnebashw Oenrese B Pinane Mike Brice

and all of said persons were present at said meeting, except the folowing: Jean Campbell, Jerry Benetato, Kevin Mercer,
Kenneth Parr, A. Huckabv

Among other business considered at said meeting, the attached resolution entitled:

A RESQLUTION by the _Board of Dircoiors of the Upper Trinity Regional Waier District
requesting financial assistance from the Texas Water Development Board; authorizing the filing of an
application for financial assistance; and making certain findings in comnectian therewith.”

was introduced and submitted to the Board of Dirsctors for passage and adoption. After
presentation and due consideration of the resolution, and upon a motion made by Richard A 1xhke
and seconded by  Mike Fairfield , the resolution was duly passed and adopted by the
Board of by the following vote:
20 voted "For" @ voted "Against” abstained
all as shown in the official Minutes of the Board Dhirsctors for the mesting held on the aforesaid date.
2, That the attached resolution is a true and correct copy of the original on file in the official records

of the Upper Trinity Regional Water District _; the duly qualified and acting members of the __Beard of Directors
on the date of the aforesaid meeting are those persons shown above and, according to the records of my office,
advance notice of the time, place and purpose of said meeting was given o each member of the

Roard of Directars and that said meeting, and deliberation of the aforesaid public business, was open to the
public and written notice of said meeting, including the subject of the above entitled resolution, was posted and

given in advanee thereof in compliance with the provisions of Chapter 551 of the Texas Government Code.

IN WITNESS WHEREOF, officially and affixed the seal of said Upper
Trinity Regional Water District, this

(SEAL) Otractoes
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CERTIFICATE FOR RESOLUTION
I, the undersigned Secretary of Upper Trinity Regional Water District hereby certify as

follows:

1. The Board of Directors of said District convened in Regular Session on March 5,
2015, at the regular meeting place thereof. The roll was called of the duly constituted members

of the Board of Directors, to-wit:

feard Membery/Participating Entities”
Todd Madison, President , Lincoln Park (1)

f.ance Vanzant, Vice President, Celina (1}

Other Members
Jean Campbell, Deaton County al jarge (1)*

Junet Aune, Copper Canyon (8}

Chris Boyd, Treasarer, Muastang SUD (2)
Gury Calmes, Secretary, Kream 1)
Kenneth Fanlkner, Aubrey {13}

Jerry Beaetato, DCFWSD #1A {2}
Richard Lubke, Highland Village (2}
Timothy . Fisher, City of Denton (2}
Lathan Watts, Lewisyille {2)

esiiec Maynard, Qak Point (1}

Mike Brice, Sanger (1}

Del Knowler, Bartonvilie {1}

Tustin Brown, Corinth (3}

Kennreth Payr, Flower Mound (9)
Virginia Bleviss, Justin (1)

Mike Fairficid, Lake Clilgs MUA (2}
CGearge Dupont, Prosper (1)

Ramiro Logex, Irving {2)

Dick Cook, Double Oak (1}

Kevin Mercer, DCFWSD#ET {1}
Scolt Ingalls, Pilet Point (1)

Richard Huckaby, Ponder {1}

Troy Norton, Argyie (1)

*Weighted Capital Votes (Number Noted)

County Represepfative
Johnny Harris, Denton County (0)

and all of said persons were present at said meeting and upon passage of the Resolution
hereinafter mentioned, except for the following voting members: Kenneth Faulkner, Timothy 8.
Fisher, Ramiro Lopez, Virginia Blevins and Mike Brice, thus constituting a quorum.

Among other business, the following was transacted at said moeting: a written
Resolution, entitled

BOND RESOLUTION AUTHORIZING THE ISSUANCE OF
UPPER TRINITY REGIONAL WATER DISTRICT REGIONAL
TREATED  WATER  SUPPLY SYSTEM  REVENUE
REFUNDING BONDS IN AN AGGRECATE PRINCIPAL
AMOUNT NOT TO EXCEED $55,000,000, PROVIDING FOR
THE SECURITY AND PAYMENT THEREOTF; PROVIDING
FOR THE AWARD OF THE SALE THEREOF IN
ACCORDANCE  WITH SPECIFIED  PARAMETERS;
AUTHORIZING THE EXECUTION AND DELIVERY OF A
PURCHASE CONTRACT, A PAYING AGENT/REGISTRAR
AGREEMENT, AND AN ESCROW  AGREEMENT;
APPROVING THE PREPARATION OF AN OFFICIAL
STATEMENT WITH RESPECT TO THE BONDS; AND
ENACTING OTHER PROVISIONS RELATING THERETO
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was introduced for consideration by the Participating Members and At-Large Representative of
the Board of Directors and read in full, It was then moved and seconded that the Resolution be
passed. After discussion, the motion, carrying with it the passage of the Resolution, prevailed
and carried by the following weighted vote:

AYES: 34 NOES: 0 ABSTENTIONS: 0
2. A true, full and correct copy of the Resolution passed at the meeting and

described in the above and foregoing paragraph is attached to and follows this Certificate; the
Resolution has been duly recorded in the official minutes of the Board of Directors; the above
and foregoing paragraph is a true, full and correct excerpt from the minutes of the meeting
pertaining to the passage of the Resolution; the persons named in the above and foregoing
paragraph, at the time of the meeting and the passage of the Resolution, were the duly chosen,
qualified and acting members of the Board of Directors as indicated therein; according to the
records of my office, each member of the Board of Directors was duly and sufficiently notified
officially and personally in advance, of the time, place and purpose of the meeting and that the
Resolution would be introduced and considered for passage at the mecting; and the meeting was
open to the public, and public notice of the time, place and purpose of the meeting was given, all
as required by Section 551,041, Texas Government Code, as amended.



SIGNED AND SEALED this 2015

S oard of Directors,
Upper Trinity Regional Water District

[SEAL]

Certification of Resolution



BOND RESOLUTION AUTHORIZING THE ISSUANCE
OF UPPER TRINITY REGIONAL WATER DISTRICT
REGIONAL TREATED WATER SUPPLY SYSTEM
REVENUE REFUNDING BONDS

Adopted: March 5, 2015
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BOND RESOLUTION AUTHORIZING THE ISSUANCE OF UPPER TRINITY
REGIONAL WATER DISTRICT REGIONAL TREATED WATER SUPPLY
SYSTEM REVENUE REFUNDING BONDS IN AN AGGREGATE
PRINCIPAL AMOUNT NOT TO EXCEED $55,000,000, PROVIDING FOR
THE SECURITY AND PAYMENT THEREOF, PROVIDING FOR THE
AWARD OF THE SALE THEREOF IN ACCORDANCE WITH SPECIFIED
PARAMETERS; AUTHORIZING THE EXECUTION AND DELIVERY OF A
PURCHASE CONTRACT, A PAYING AGENT/REGISTRAR AGREEMENT,
AND AN ESCROW AGREEMENT; APPROVING THE PREPARATION OF
AN OFFICIAL STATEMENT WITH RESPECT TO THE BONDS; AND
ENACTING OTHER PROVISIONS RELATING THERETO

WHERKAS, Upper Trinity Regional Water District (the “District™) was duly created and
is lawfully operating as a conservation and reclamation district created pursuant to Chapter 1053,
Acts of the 71st Legislature of Texas, Regular Session, 1989, as amended (the “Act™), pursuant
to Article XV1, Section 59 of the Constitution of the State of Texas; and the District operates as a
subdivision of the State of Texas and a body politic and corporate. Capitalized terms used in the
preambles of this Resolution shall have the meanings assigned thereto in Article I unless
otherwise indicated; and

WHEREAS, pursuant to the Act, the District is authorized to plan, purchase, construct,
acquire, own, operate, maintain, repair, and improve, inside or outside of its boundaries, any
works, improvements, facilities, plants, equipment and appliances, that are necessary, heipful or
incidental for supplying water for municipal, domestic and industrial uses, and is authorized to
issue its revenue bonds for such purposes; and

WHERFEAS, the District has entered into Treated Water Supply Contracts (as hereinafter
defined) and has therein agreed to acquire and develop its regional treated water supply system
(the “System”); and

WHEREAS, the District previously issued its Outstanding Parity Bonds and its
Commercial Paper Notes; and

WHEREAS, the District has reserved the right and option to issue, under certain
conditions, “Additional Bonds,” payablc from the “Pledged Revenues” and on a parity as to lien
and right with any Outstanding Parity Bonds; and

WHEREAS, the conditions precedent to the issuance of Additional Bonds have occurred
and are existing; and

WHEREAS, the District desires to refund all or a portion of the currently Outstanding
Parity Bonds described on Schedule [ attached hereto and incorporated herein by reference for all
purposes (collectively, the “Refunded Bond Candidates”);

WHEREAS, the District further desires that all or a portion of the outstanding
Commercial Paper Notes (the “Refunded Commercial Paper Note Candidates”) described on
Schedule I attached hereto shall be designated as Refunded Commercial Paper Notes (and
together with the Refunded Bonds, the “Refunded Obligations”™) in the Pricing Certificate
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executed under this Resolution and shall be refunded pursuant to this Resolution and the Pricing
Certificate; and )

WHEREAS, Chapter 1207, Texas Government Code, as amended (“Chapter 12077)
authorizes the District to issue refunding bonds for the purpose of refunding or defeasing the
Refunded Obligations, and to accomplish such refunding or defeasance by depositing directly
with a paying agent for the Refunded Bonds (or other qualified eserow agent), the proceeds of
such refunding bonds, together with other available funds, in an amount sufficient to provide for
the payment or redemption of the Refunded Obligations, and provides that such deposit shall
constitute the making of firm banking and financial arrangements for the discharge and final
payment or redemption of the Refunded Obligations; and

WHEREAS, upon the issuance of the refunding bonds herein authorized and the deposit
of funds referred to above, the Refunded Obligations shall no longer be regarded as being
outstanding, except for the purpose of being paid pursuant to such deposit, and the pledges, Hens,
trusts and all other covenants, provisions, terms and conditions of the resolution authorizing the
issuance of the Refunded Obligations shall be, with respect to the Refunded Obligations,
discharged, terminated and defeased, and

WHEREAS, the Board desires to issue the revenue refunding bonds of the District as
Additional Bongds for the purpose of (i) refunding all or a portion of the Refunded Commercial
Paper Notes and/or Refunded Bonds; (ii) making deposits to the Reserve Fund or to other funds
with respect to the revenue bonds to the extent provided in the Pricing Certificate; and (ii1)
paying the costs and expense of issuing said revenue bonds; and

WHEREAS, the Board hereby finds and determines that the issuance and delivery of the
refunding bonds hereinafter authorized is in the public interest and the use of the proceeds in the
manner herein specified constitutes a valid public purpese; and

WHEREAS, the Board hereby finds and determines that the refunding of the Refunded
Bonds contemplated in this Resolution will benefit the District by providing a present value
savings of debt service payable by the District in an amount to be certified in the Pricing
Certificate, and that such benefit is sufficient consideration for the refunding of the Refunded
Bonds;

WHEREAS, the Board herehy finds and determines that the refunding of the Refunded
Commercial Paper Notes contemplated in this Resolution for the purpose of converting all or a
portion of the District’s Commereial Paper Notes to long-term debt will benefit the District and
such benefit is sufficient consideration for the refunding of the Refunded Commercial Paper
Notes ; and

WHEREAS, the Board hereby finds and determines that the manner in which the
refunding of the Refunded Commercial Paper Notes is being executed does not make it
practicable to make the determination described by Section 1207.008(a)(2) of Chapter 1207; and

WHERLAS, the Board hereby finds and determines that the bonds hereinafter authorized
shall be secured by a lien on and pledge of the Pledged Revenues, equally and ratably with the
Outstanding Parity Bonds and with any Additional Bonds, and

2
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WHEREAS, the District has a principal amount of at least $100,000,000 in a combination
of outstanding long-term indebtedness and long-term indebtedness proposed to be issued, and
some ameount of such long-term indebtedness is rated in one of the four highest rating categories
for fong-term debt instruments by a nationally recognized rating agency for municipal seeurities
without regard to the effect of any credit agreement or other form of credit enhaneement entered
into in connection with the obligation, and therefore qualifies as an “Issuer” under Chapter 1371
of the Texas Government Code, as amended (“Chapter 13717); and

WHEREAS, pursusnt to Chapters 1207 and 1371 (if neeessary), the District desires to
delegate the authority to effect the sale of the Bonds from time to time to the Pricing Committee;
and

WHEREAS, the meeting at which this Resolution is considered is open to the public as
required by law, and the public notice of the time, plaee and purpose of said meeting was given
as required by Section 551,041, Texas Goverament Code, as amended.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF
UPPER TRINITY REGIONAL WATER DISTRICT, THAT:

ARTICLE ]
DEFINITIONS, FINDINGS AND INTERPRETATION
Section 1.01. Definitions,

Unless otherwise expressly provided or unless the context clearly requires otherwise, in
this Resolution, the following terms shall have the meunings specified below:

“Act” means Chapter 1053, Acts of the 71st Legislature of Texas, Regular Session, 1989,
as amended.

“Additional Bonds” means additional parity revenue bonds permitted to be issued by
Sections 9.02 and 9.03.

“Board” means the Board of Directors of the District, being the duly authorized and
goveraing body of the District, and it is further resolved that the declarations and covenanis of
the District contained in this Resolution are made by, and for and on behalf of the Board and the
District in aceordance with and as authorized by the Act, and are binding upon the Board and the
District for all purposes.

“Bond” means ahy of the Bonds.

“Bonds” means the District’s bonds authorized to be issued by Section 3.01 of this
Resolution.

“Chapter 1207 means Chapter 1207, Texas Government Code, as amended.
“Chapter 13717 means Chapter 1371, Texas Government Code, as amended.

3
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M ST

“Closing Date” means the date of the initial delivery of and payment for the Bonds.

“Code” means the Internal Revenue Code of 1986, as amended, including applicable
regulations, published rulings and court decisions relating thereto.

“Commercial Paper Notes” means the District’s Regional Treated Water Supply System
Revenue Commercial Paper Notes, Series A.

“Commercial Paper Notes Resolution” means the Amended and Restated Resolution of
the Board of Directors of the District, dated February 2, 2006, authorizing the issuance of the
District’s Regional Treated Water Supply System Revenue Commercial Paper Notes, Series A.”

“Credit Facility” means (1) a policy of insurance or a surety bond, issued by an issuer of
policies of insurance insuring the timely payment of debt service on governmental obligations,
provided that a rating agency having an outstanding rating on such obligations would rate such
obligations which are fully insured by a standard policy issued by the issuer in its two highest
generic rating categories for such obligations; and (ii) a letter or line of credit issued by any
financial institution, provided that a rating agency having an outstanding rating on the Bonds
would rate the Bonds in its two highest generic rating categories for such obligations if the letter
ot line of credit proposed to be issued by such financial institution secured the timely payment of
the entire principal amount of the Bonds and the interest thereon.

“Dated Date” means the initial date from which interest on the Bonds will accrue and
which is designated as the date of the Bonds by Section 3.02(a).

“Designated Payment/Transfer Office” means (1) with respect to the initial Paying
Agent/Registrar named in this Resolution, the Designated Payment/Transfer Office as designated
in the Paying Agent/Registrar Agreement, or at such other location designated by the Paying
Agent/Registrar and (ii) with respect to any successor Paying Agent/Registrar, the office of such
successor designated and located as may be agreed upon by the District and such successor.

“District” means the Upper Trinity Regional Water District.

“DTC” means The Depository Trust Company of New York, New York, or any
successor securities depository.

“DTC Participant” means any broker, dealer, bank, trust company, clearing corporation
or certain other organizations with Bonds credited to an account maintained on its behalf by
DTC.

“Escrow Agent” means the Escrow Agent named in the Pricing Certificate.

“Hscrow Agreement” means the escrow agreement, dated as of the date set forth in the
Pricing Certificate, between the District and the Escrow Agent.

“Fserow Fund” means the fund by that name established in the Escrow Agreement.
“Fiscal Year’ or “Year” means the fiscal year used by the District in connection with the
operation of the System.
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“Gross Revenues of the System” means all revenues and income, including specifically
all payments and amounts received under the Treated Water Supply Contracts, of every nature
derived or received by the District from the operation and ownership of the System, including the
interest income from the investment or deposit of money in any special fund created by the
resolution or resolutions authorizing the issuance of the Parity Bonds,

“Initial Bond” means the Initial Bond authorized by Section 3.04(d) and described in
Section 6.02(¢).

“Interest and Sinking Fund” means the fund by that name established pursuant to
Section 7.02.

“Interest Payment Date” means the date or dates upon which interest on the Bonds is
scheduled fo be paid until their respective dates of maturity or prior redemption, such dates being
February 1 and August 1 of each year, commencing on the February 1 or August 1 designated in
the Pricing Certificate.

“Master Agreement” means master agreements between the District and the Texas Water
Development Board,

“Net Revenues of the System” means the Gross Revenues of the System less the
Operation and Maintenance Expenses of the System.,

“Operation and Maintenance Expenses of the System” means all reasonable and
necessary costs of operation and maintenance of the System including, but not limited to, repairs
and replacements, operating personnel, the cost of utilities, supervision, engineering, accounting,
auditing, legal services, Insurance premiums, paying agent’s and registrar’s fees, and any other
supplies, scrvices, administrative costs, and equipment necessary for proper operation and
maintenance of the System, payments to any public or private entity made for the purchase of
water, storage rights, or other interests in water, or for the use or operation of any property or
facilities, payments to the United States of America with respect to the operation, maintenance,
and use of any reservoirs or facilities in connection with the District’s sources of water for the
System, and payments made by the Distriet in satisfaction of judgments or other liabilities
resulting from claims not covered by Distriet’s insurance, Depreciation shall not be considered
an item of Operation and Maintenance Expense.

“Outstanding Parity Bonds” means the series of outstanding and unpaid bonds
designated, respectively: :

(8)  “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Bonds, Series 2004,” dated November 1, 2004, issued in the original principal amount
of $22,990,000, -

{b) “Upper Trinity Regional Water District Regional Treated Water Supply System

Revenue Refunding Bonds, Serics 2008,” dated November 1, 2005, issued in the original
principal amount of $43,835,000;
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(¢)  “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2006,” dated August 1, 2006, issued in the original principal
amount of $25,690,000,

(@)  “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding and Improvement Bonds, Series 2007,” dated March 1, 2007, issued in the
original principal amount of $36,110,000; '

(¢) “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Bonds, Series 2008,” dated June 1, 2008, issued in the original principal amount of
$10,400,000,

6] “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2010,” dated August 1, 2010, issued in the original principal
amount of $8,520,000, '

(2) “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Bonds, Series 20104, dated October 27, 2010, issued in the original principal amount
of $28,840,000,

(hy  “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 20127 dated January 1, 2012, issued in the original principal
amount of $13,795,000;

{n “Uppet Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding and Improvement Bonds, Series 2012A,” dated August 1, 2012, issued in
the original principal amount of $36,970,000; and

() “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2013,” daled November 21, 2013, issued in the original
principal amount of $16,550,000.

“Owner” meuns the person who is the registered owner of a Bond or Bonds, as shown in
the Register.

“Parity Bonds” means the QOutstanding Parity Bonds, the Bonds and any Additional
Ronds as the same may be from time to time outstanding,

“Paying Agent/Regisirar” meuns initially the Paying Agent/Registrar named in the
Pricing Certificate.

“Paying Agent/Registrar Office” means (i) with respect 10 the initial Paying
Agent/Registrar named herein, its corporate trust office or at such other location designated by
the Paying Agent/Registrar, and () with respect to any successor Paying Agent/Registrar, the
office of such successor designated and located as may be agreed upon by the District and such
SUCCESSOT,
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“Pledged Revenues” means (i) the Net Revenues of the System and (i) any additional
revenues, income, receipis, or other resources, including without limitations, any grants,
donations, or income received or to be received from the United States Government, or any other
public or private source, whether pursuant to an agreement or otherwise, which in the future
may, at the option of the District, bé pledged to the payment of the Parity Bonds,

“Pricing Certificate” means a certificate or certificates to be signed by the Pricing
Committee, upon recommendation of the Financial Advisor,

“Pricing Committee” means the Executive Director of the District (or his absence, the
Director of Business Services) and the Treasurer of the Board (or in his absence, any other
officer of the Board).

“Record Date” means the fifteenth day of the month next preceding an Interest Payment
Date.

“Refunded Bond Candidates” means the obligations of the District described in Schedule
{ attached hereto which are authorized to be designated as Refunded Bonds in the Pricing
Certificate.

“Refunded Bonds” means those obligations of the District to be designated in the Pricing
Certificate from the universe of Refunded Bond Candidates described in Schedule I attached
hereio,

“Refunded Commercial Paper Note Candidates” means the Commercial Paper Notes of
the District deseribed in Schedule I attached hereto which are authorized to be designated as
Refunded Commercial Paper Notes in the Pricing Certificate.

“Refunded Commercial Paper Notes” means those Commercial Paper Notes of the
District to be designated in the Pricing Certificate from the universe of Refunded Commercial
Paper Note Candidates described in Schedule I attached hercto.

“Refunded Obligations” means collectively the Refunded Bonds and the Refunded
Commercial Paper Notes,

“Register” means the Register specified in Section 3.06(a).

“Representation Leiter” means the Blanket Letter of Representations between the District
and DTC,

“Reserve Fund” means the fund by that name established with respect to the Parity Bonds
and confirmed pursuant to Section 7.03,

“Revenue Fund” means the fund by that name established with respect to the Parity
Bonds and confirmed pursuant to Section 7.01.

“Special Payment Date” means the Special Payment Date as prescribed in
Section 3.03(b).
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“Special Record Date™ means the Speeial Record Date as prescribed in Section 3.03 {(b).

“Sybordinate Lien Obligations” shall mean Subordinate Lien Obligations as defined in
the Commercial Paper Notes Resolution,

“System” means the District’s existing regional treated water supply system, together
with all future improvements, enlargements, extensions, and additions thereto, which are deemed
necessary and feasible by the District to provide treated water service to the Distriet’s customers,
including those that have executed the Treated Water Supply Contracts and all future new
facilities and/or water rights, which are acquired or constructed with the proceeds from the sale
of any bonds or revenues {rom the System, and any water supply or treatment facilities which are
deliberately and specifically, at the option of the District, made a part of the System by resolution
of the District’s Board of Directors, and all repairs to or replacements of the System, Said term
does not inelude any District facilities which provide wastewater treatment or disposal services,
or solid waste disposal services, of any kind. Said term does not include any facilities acquired
or constructed by the Distriet with the proceeds from the issuance of “Special Facilities Bonds,”
which are hereby defined as being revenue obligations of the District which are not secured by or
payable from payments made under the Treated Water Supply Contracts and similar ¢ontracts,
and which are payable solely from sources other than revenues of the System.

“Treated Water Supply Contracts™ means collectively (i} the contracts, as amended, set
out in Exhibit A attached hereto; and (i) such other similar contracts that the District may enter
into from time to time with other entities with respect to the System.

“Unclaimed Payments” means money deposited with the Paying Agent/Registrar for the
payment of principal of or interest on the Bonds as the same come due and payable and
remaining unclaimed by the Owners of such Bonds for 90 days afier the applicable payment or
redemption date.

“Underwriters” mean collectively, the underwriters or purchasers of the Bonds named in
the Pricing Certificate.

Section 1.02. Findings.

The declarations, determinations and findings declared, made and found in the preambles
to this Resolution are hereby adopted, restated and made a part of the operative provisions
hereof.

Section 1.03. Table of Contents, Titles and Headings.

The table of contents, titles and headings of the Articles and Sections of this Resolution
have been inserted for convenience of reference only and are not to be considered a part hereof
and shall not in any way modify or restrict any of the terms or provisions hereof and shall never
be considered or given any effect in construing this Resolution or any provision hereof or in
ascertaining intent, if any question of intent should arise.
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Section 1.04, Interpretation,

Unless the context requires otherwise, words of the masculine gender shall be consirued
to include correlative words of the feminine and neuter genders and vice versa, and words of the
singular number shall be construed to include correlative words of the plural number and vice
versa,

(a)  This Resolution and all the terms and provisions hereof shall be liberally
construed to effectuate the purposes set forth herein to sustain the validity of this Resolution.

()  Unless designated otherwise, references to Articles and Sections shall mean
Artticles and Sections of this Resolution,

Section 1.05. Other Definitions,

The capitalized terms defined in the preamble to this Resolution shall have the meanings
assigned to them in the preamble of this Resolution,

ARTICLE I
SECURITY FOR THE BONDS
Section 2.01, Pledge.

Payment of the principal, premium, if any, and interest on the Parity Bonds shall be
secured by and payable from a first lien on and pledge of the Pledged Revenues, such lien on and
pledge being superior to the lien on and pledge of the Pledged Revenues made for the security,
and payment of the Subordinate Lien Obligations and the Piedged Revenues are further pledged
to the establishment and maintenance of the funds created by this Resolution, and any funds
created by any resolution authorizing the issuance of Parity Bonds. The Parity Bonds are not and
will not be secured by or payable from a mortgage or deed of trust on any real, personal, or
mixed properties constituting the System,

Section 2.02, Bonds as Obligations,

The Bonds are special obligations of the District payable solely from the Pledged
Revenues, and the Owners thereof shall never have the right to demand payment thereof out of
any funds raised or to be raised by taxation by the District.

Section 2.03, Security Interest.

The District represents that, under Chapter 1208.002, Texas Government Code, a security
interest in property, other than real property, that is created by the District is valid and effective
according to the terms of the security agreement and is perfected from the time the security
agreement is entered into or adopted continuously through the termination of the security
interest, without physical delivery or transfer of control of the property, filing of a document, or
another act. The District covenants that if Chapter 1208.002 is amended at any time while the
Bonds are outstanding and unpaid, the District shall take all actions required in order to preserve
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for the Owners of the Bonds a perfected security interest in the property in which such security
interest is granted pursuant to Section 2.01 hereof,

ARTICLE il

AUTHORIZATION; GENERAL TERMS AND
PROVISIONS REGARDING THE BONDS

Section 3.01. Authorization.

The District’s bonds to be designated the “Upper Trinity Regional Water District
Regional Treated Water Supply System Revenue Refunding Bonds, Series 20185,” or such other
designation as provided in the Pricing Certificate, are hereby authorized to be issued and
delivered in accordance with the laws of the State of Texas, including particularly the Act and
Chapters 1207 and 1371, Texas Government Code, as amended, in the aggregate principal
amount not fo exceed $35,000,000, for the purposes of (i) refunding all or a portion of the
Refunded Commercial Paper Note Candidates and/or the Refunded Bond Candidates; (i)
making deposits to the Reserve Fund to the extent provided in the Pricing Certificate; and (3ii)
paying the costs and expenses of issuing the Bonds,

Section 3,02. Date, Denomination, Maturities and Interest,

(a) The Bonds shall be dated the date set forth in the Pricing Certificate (the “Dated
Date”). The Bonds shall be in fully registered form, without coupons, in the denomination of
$5,000 or any integral multiple thereof and shall be numbered separately from one upward or
such other designation acceptable fo the Distriet and the Paying Agent/Registrar, except the
[nitial Bond, which shall be numbered T-1.

(b)  The Bonds shall mature on the dates and in the principal amounts set forth in the
Prieing Certificate.

O] Interest shall acerue and be paid on each Bond respectively until its maturity or
prior redemption, from the later of the date set forth in the Pricing Certificate or the most recent
Tnterest Payment Date to which interest has been paid or provided for af the rates per annum for
each respective maturity specified in the Pricing Certificate as provided in Section 8.01 below.
Such interest shall be payable semiannually ‘on each Interest Payment Date. Interest on the
Bonds shall be calculated on the basis of a three hundred sixty (360) day year composed of
twelve (12) months of thirty (3Q) days each.

Section 3.03. Medium, Method and Place of Pavment,

(@  The principal of, redemption premium, if any, and interest on the Bonds shall be
paid in lawful money of the United States of America.

(b)  Interest on the Bonds shall be payable to the Owners as shown in the Register on
the Record Date. However, in the event that interest on the Bonds is not paid on a scheduled
Interest Payment Date and remains unpaid for thirty (30) days thereafter, a new record date for
such interest payment (a “Special Record Date”) shall be established by the Paying
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Agent/Registrar, if and when funds for the payment of such interest have been received from the
District. Notice of the Special Record Date and of the scheduled payment date of the past due
interest (the “Special Payment Date,” which shall be at least 15 days afier the Special Record
Date) shall be sent at least five business days prior to the Special Record Date by United States
mail, first class, postage prepaid, to the address of each Owner of a Bond appearing on the
Register at the close of business on the last business day next preceding the date of mailing of
such notice.

(¢) Interest shall be paid by check, dated as of the Interest Payment Date, and mailed
on or before such Interest Payment Date, by first class United States mail, postage prepaid, by
the Paying Agent/Registrar to each Owner at the address of each Owner as such appears in the
Register, or by such other customary banking arrangement acceptable to the Paying
Agent/Registrar and the person to whom interest is to be paid;, provided, however, that such
person shall bear all risk and expensés of such customary banking arrangement.

(@)  The principal of each Bond shall be paid to the Owner thereof on the due date,
whether at the maturity date or the date of prior redemption thereof, upon presentation and
surrender of such Bond at the Paying Agent/Registrar Office; provided, however, that for so long
as the Bond is held by a single Owner, mandatory sinking fund redemption payments made prior
to final maturity will be noted by the Paying Agent/Registrar in their official records but will not
require the presentation and surrender of the Bond.

{¢) If the date for the payment of the principal of or interest on the Bonds shall be a
Saturday, Sunday, legal holiday or day on which banking institutions in the city where the
Paying Agent/Registrar Office is located are required or authorized by law or executive order to
close, then the date for such payment shall be the next succeeding day which is not a Saturday,
Sunday, legal holiday or day on which banking institutions are required or authorized to close,
and payment on such date shall for all purposes be deemed to have been made on the due date
thereof as specified in this Section.

H Unclaimed Payments shall be segregated in a special account and held in trust,
uninvested by the Paying Agent/Registrar, for the account of the Owner of the Bonds to which
the Unclaimed Payments pertain, Subject to Title 6 of the Texas Property Code, as amended,
Unclaimed Payments remaining unclaimed by the Owners entitied thereto for three years after
the applicable payment or redemption date shall be applied to the next payment or payments on
the Bonds thereafter coming due and, to the extent any such money remains after the retirement
of all outstanding Bonds, shall be paid to the District to be used for any lawful purpose.
Thereafter, neither the District, the Paying Agent/Registrar nor any other person shall be Hable or
responsible to any holders of such Bonds for any further payment of such unclaimed moneys or
on account of any such Bonds, subject to any applicable escheat law or similar law.

Section 3.04. Execution and Registration of Bonds,

{a) ‘The Bonds shall be executed on behalf of the District by the President and
Secretary of the Board of Directors, by their manual or facsimile signatures, and the official seal
of the District shall be impressed or placed in facsimile thereon. Such facsimile signatures on
the Bonds shall have the same effect as if each of the Bonds had been signed manually and in
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person by each of said officers, and such faesimile seal on the Bonds shall have the same effect
as if the official seal of the District had been manually impressed upon each of the Bonds.

(b)  In the event that any officer of the Distriet whose manual or facsimile signature
appears on the Bonds ceases to be such officer before the authentication of such Bonds or before
the delivery thereof, such facsimile signature nevertheless shall be valid and sufficient for all
purposes as if such officer had remained in such office.

(<} Except as provided below, no Bond shall be valid or obligatory for any purpose or
be entitled to any security or benefit of this Resolution unless and until there appears thereon the
Certificate of Paying Agent/Registrar substantially in the form provided herein, duly
authenticated by mantial execution by an officer or duly authorized signatory of the Paying
Agent/Registrar. It shall not be required that the same officer or authorized signatory of the
Paying Agent/Registrar sign the Certificate of Paying Agent/Registrar on all of the Bonds. in
liew of the executed Certificate of Paying Agent/Registrar deseribed above, the Initial Bond
delivered on the Closing Date shall have attached thereto the Compfroller’s Registration
Certificate substantially in the form provided herein, manually executed by the Comptroller of
Public Accounts of the State of Texas, or by his duly authorized agent, which certificate shall be
evidence that the Initial Bond has been duly approved by the Attorney General of the State of
Texas and that it is a valid and binding obligation of the District, and has been registered by the
Comptroller of Public Accounts of the State of Texas.

(&)  On the Closing Date, one Initial Bond representing the entire principal amount of
all Bonds, payable in stated installments to the purchasers of the Bonds, or their designee,
exeeuted by the President and Secretary by their manual or facsimile signature, approved by the
Attorney General, and registered and manually signed by the Comptroller of Public Accounts,
will be delivered to the purchasers or their designee.

Section 3.05. Ownershin,

(1) The District, the Paying Agent/Registrar and any other persorn may treat the
person in whose name any Bond is registered as the absolute owner of sueh Bond for the purpose
of making and teceiving payment of the principal thereof and redemption premium, if any,
thereon, for the further purpose of making and receiving payment of the interest thercon {subject
to the provisions herein that interest is to be paid to the person in whose name the Bond is
registered on the Record Date), and for all other purposes, whether or not such Bond is overdue,
and neither the District nor the Paying Agent/Registrar shall be bound by any notice or
knowledge to the contrary.

(b)  All payments made to the Owner of a Bond shall be valid and effectual and shall
discharge the liability of the District and the Paying Agent/Registrar upon such Bond to the
extent of the sums paid.

(a) So long as any Bond remains outstanding, the District shall cause the Paying
Agent/Registrar to keep at the Designated Payment/Transfer Office a register {the “Register”) in
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which, subject to such reasonable regulations as it may prescribe, the Paying Agent/Registrar
shall provide for the rogistration and transfer of Bonds in accordance with this Resolution,

()  The ownership of a Bond may be transferred only upon the presentation and
surrender of the Bond at the Designated Payment/Transfer Office with such endorsement or
other evidence of transfer as is ucceptable to the Paying Agent/Registrar, No transfer of any
Bond shall be offective until entered in the Register,

(¢)  The Bonds shall be exchangeable upon the presentation and surrender thereof at
the Designated/Payment Transfer Office of the Paying Agent/Rogistrar Office for 4 Bond or
Bonds of the same maturity and interest rate and in any denomination or denominations of any
integral multiple of $5,000 and in an aggregate principal amount equal to the unpaid principal
amount of the Bonds presented for exchange. The Paying Agent/Registrar is hereby authorized
to authenticate and deliver Bonds exchanged for other Bonds in accordance with this Section,

(@)  Bach exchange Bond delivered by the Paying Agent/Registrar in accordance with
this Section shall constitute an original contractual obligation of the District and shall be entitled
to the benefits and security of this Resolution to the same extent as the Bond or Bonds in lieu of
which such exchange Bond is delivered,

(¢)  No service charge shall be made to the Owner for the initial registration and any
subsequent transfer or exchange for a different denomination of any of the Bonds, The Paying
Agent/Registrar, however, may require the Owner to pay a sum sufficient to cover any tax or
other governmental charge that is authorized to be imposed in connection with the registration,
transfer or exchange of a Bond.

) Neither the District nor the Paying Agent/Registrar shall be required to issue,
wransfer or exchange any Bond called for redemption, in whole or in part, where such redemption
is scheduled to occur within 45 calendar days after the transfer or exchange date; provided,
however, such limitation of transfer shall not be applicable to an exchange by the Owner of the
uncalled principal balance of a Bond,

All Bonds paid or redeemed before scheduled maturity in accordance with this
Resolution and all Bonds in lieu of which exchange Bonds or replacement Bonds are
authenticated and delivered in accordance with this Resolution shall be canceled and destroyed

garding such payment, redemption, exchange or

shall then roturn such canceled Bonds to the District

suct canceled Bonds and periodically furnish the
District with certificates of destruction of such Bonds,

Section 3,08, Temporary Bonds,

(a) Following the delivery and registration of the Initial Bond and pending the
preparation of definitive Bonds, the proper officers of the District may execute and, upon the
Distric’s roquest, the Paying Agent/Registrar shall authenticate and deliver, one or more
temporary Bonds that are printed, lithographed, typowritten, mimeographed or otherwise
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produced, in any denomination, substantially of the tenor of the definitive Bonds in lieu of which
they are delivered, without coupons, and with such appropriatc insertions, omissions,
substitutions and other variations as the officers of the District excouting such temporary Bonds
may determine, as evidenced by their signing of such temporary Bonds.

(b)  Until exchanged for Bonds in definitive form, such Bonds in temporary form shall
be entitled to the benefit and security of this Resolution,

() The Disirict, without unreasonable delay, shall prepare, execute and deliver to the
Paying Agent/Registrar, the Bonds in definitive form; thereupon, upon the presentation and
surrender of the Bond or Bonds in tempoerary form to the Paying Agent/Registrar, the Paying
Agent/Registrar shall cancel the Bonds in temporary form and authenticate and deliver in
exchange therefor a Bond or Bonds of the same maturity and series, in definitive form, in the
authorized denomination, and in the same aggregate principal amount, as the Bond or Bonds in
temporary form surrendered. Such exchange shall be made without the making of any charge
therefor to any Owner,

Section 3.09. Replacement Bonds.

(a) Upon the presentation and surrender to the Paying Agent/Registrar of a mutilated
Bond, the Paying Agent/Registrar shall authenticate and deliver in exchange therefor a
replacement Bond of like tenor and principal amount, bearing a number not contemporaneously
outstanding. The District or the Paying Agent/Registrar may require the Owner of such Bond to
pay a sum sufficient to cover any tax or other governmental charge that is authorized to be
imposed in connection therewith and any other expenses connected therewith,

(b} In the event that any Bond is lost, apparently destroyed or wrongfully taken, the
Paying Agent/Registrar, pursuant to the applicable laws of the State of Texas and in the absence
of notice or knowledge that such Bond has been acquired by a bona fide purchaser, shall
authenticate and deliver a replacement Bond of like tenor and principal amount, bearing a
number not contemporaneously outstanding, provided that the Owner first complies with the
following requirements:

® furnishes to the Paying Agent/Registrar satisfactory evidence of his or her
ownership of and the circumstances of the loss, destruction or theft of such Bond;

(i)  furnishes such security or indemnity as may be required by the Paying
Agent/Registrar to save it and the Distriet harnless;

(i)  pays all expenses and charges in connection therewith, including, but not
limited to, printing costs, legal fees, fees of the Paying Agent/Registrar and any tax or
other governmental charge that is authorized to be imposed; and

(iv)  satisfies any other reasonable requirements imposed by the District and the
Paying Agent/Registrar.

{c) After the delivery of such replacement Bond, if a bona fide purchaser of the
original Bond in lieu of which such replacement Bond was issued presents for payment such
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original Bond, the Disiriet and the Paying Agent/Registrar shall be entitled to recover such
replacement Bond from the person to whom it was delivered or any person taking therefrom,
except a bona fide purchaser, and shall be entitled to recover upon the security or indemnity
provided therefor to the extent of any loss, damage, cost or expense incurred by the District or
the Paying Agent/Registrar in connection therewith,

()  In the event that any such mutilated, lost, apparently destroyed or wrongfully
taken Bond has become or is about to become due and payable, the Paying Agent/Registrar, in its
discretion, instead of issuing a replacement Bond, may pay such Bond if it has become due and
payable, or may pay such Bond when it becomes due and payable.

{e) Each replacement Bond delivered in accordance with this Section shall constitute
an original additional contractual obligation of the District and shall be entitled to the benefits
and security of this Resolution to the same extent as the Bond or Bonds in lieu of which such
replacement Bond is delivered.

Section 3.10. Book-Entry-Only Systern,

(8)  The definitive Bonds shall be initially issued in the form of a separate single fully
registered Bond for cach of the maturitics thereof. Upon initial issuance, the ownership of each
such Bond shall be registered in the name of Cede & Co., as nominee of DTC, and, except as
provided in Section 3,11 hereof, all of the outstanding Bonds shall be registered in the name of
Cede & Co., asnominee of DTC,

(b)  With respect to Bonds registered in.the name of Cede & Co., as nominee of DTC,
the District and the Paying Agent/Registrar shall have no responsibility or obligation to any DTC
Participant or to any petson on behalf of whom such a DTC Participant holds an inferest in the
Bonds, except as provided in this Resolution, Without limiting the immediately preceding
sentence, the District and the Paying Agent/Registrar shall have no responsibility or obligation
with respect to (i) the aceuracy of the records of DTC, Cede & Co, or any DTC Participant with
respect to any ownership interest in the Bonds, (ii) the delivery to any DTC Participant or any
other person, other than an Owner, as shown on the Register, of any notice with respect to the
Bonds, including any notice of redemption, or (i} the payment to any DTC Participant or any
other person, other than an Owner, as shown in the Register, of any amount with respect to
principal of, premium, if any, or inferest on the Bonds, Notwithstanding any other provision of
this Resolution to the contrary, the District and the Paying Agent/Registrar shall be entitled to
treat and consider the person in whose name each Bond is registered in the Register as the
absolute Owner of such Bond for the purpose of payment of principal of, premium, if any, and
interest on the Bonds, for the purpose of giving notices of redemption and other matters with
respect to such Bond, for the purpose of registering transfer with respect to such Bond, and for
all other purposes whatsoever. The Paying Agent/Registrar shall pay all principal of, premium, if
any, and interest on the Bonds only to or upon the order of the respective Owners, as shown in
the Register, as provided in this Resolution, or their respective aftorneys duly authorized in
writing, and all such payments shall be valid and effective to fully satisfy and discharge the
District’s obligations with respect fo payment of principal of, premium, if any, and inferest on the
Bonds to the extent of the sum or sums $o paid. No person other than an Owner, as shown in the
Register, shall receive a Bond certificate evidencing the obligation of the District to make
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payments of amounts due pursuant to this Resolution. Upon delivery by DTC to the Paying
Agent/Registrar of written notice to the effect that DTC has determined to substitute a new
nominee in place of Cede & Co., and subject to the provisions in this Resolution with respect to
interest checks or drafts being mailed fo the registered Owner at the close of business on the
Record Date, the word “Cede & Co.” in this Resolution shall refer to such new nominee of DTC.

Section 3.11,
System,

In the event that the District or the Paying Agent/Registrar determines that DTC is
incapable of discharging its responsibilities described herein and in the Representation Letter,
and that it is in the best interest of the beneficial owners of the Bonds that they be able to obtain
certificated Bonds, or in the event DTC discontinues the services deseribed herein, the District or
the Paying Apent/Registrar shall (i) appoint a successor securities depository, qualified to act as
such under Section 17(a) of the Securities and Exchange Act of 1934, as amended, notify DTC
and DTC Participants, as identified by DTC, of the appointment of such successor securities
depository and transfer one or more separate Bonds to such successor securities depository or (i1)
notify DTC and DTC Participants, as identified by DTC, of the availability through DTC of
Bonds and transfer one or more separate Bonds to DTC Participants having Bonds credited to
their DTC Accounts, as identified by DTC, In such event, the Bonds shall no longer be restricted
to being registered in the Register in the name of Cede & Co,, as nominee of DTC, but may be
registered in the name of the successor securities depository, or its nominee, or in whatever name
or names Owners transferring or exchanging Bonds shall designate, in accordance with the
provisions of this Resolution,

Section 3.12. Pavments to Cede & Co,

Notwithstanding any other provision of this Reselution to the contrary, so long as any
Bonds are registered in the name of Cede & Co., as nominee of DTC, all payments with respect
to principal of, premium, if any, and interest on such Bonds, and all notices with respect to such
Bonds, shall be made and given, respectively, in accordance with the agreement between the
District and DTC.

ARTICLE 1V
REDEMPTION OF BONDS BEFORE MATURITY

Section 4,01, Limitation on Redemption.

The Bonds shall be subject to redemption before scheduled maturity only as provided in
this Article IV and the Pricing Certificate.

Section 4.02. Optional Redemption.

{(a) The District reserves the option to redeem Bonds in the manner provided in the
Form of Bond set forth in Section 6.02 of this Resolution with such changes as are required by
the Pricing Certificate.
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(by  The District, at least 45 days before the redemption date, unless a shorter period
shall be satisfactory to the Paying Agent/Registrar, shall notify the Paying Agent/Registrar of
such redemption date and of the prineipal amount of Bonds te be redeemed.

Section 4,03, Mandatory Sinking Fund Redemption.

(@  Bonds designated as “Term Bonds™ in the Pricing Certificate, if any, are subject
to scheduled mandatory redemption and will be redeemed by the District, in part at a price equal
to the principal amount thereof, without premium, plus accrued interest to the redemption date,
out of moneys available for such purpose in the Interest and Sinking Fund, on the dates and in
the respeetive principal amounts as set forth in the Pricing Certificate.

(b) At least forty-five (45) days prior to each scheduled mandatory redemption date,
the Paying Agent/Registrar shall select for redemption by lot, or by any other customary method
that results in a random selection, a principal amount of Term Bonds equal to the aggregate
principal amount of such Term Bonds to be redeemed, shall call such Term Bonds for
redemption on such scheduled mandatory redemption date, and shall give notice of such
redemption, as provided in Section 4.05.

(¢)  The principal amount of the Term Bonds required to be redeemed on any
redemption date pursuant to subparagraph (a) of this Section 4,03 shall be reduced, at the option
of the District, by the principal amount of any Term Bonds which, at least 45 days prior to the
mandatory sinking fund redemption date (i) shall have been acquired by the District at a price not
exceeding the pringipal amount of such Term Bonds plus accrued interest to the date of purchase
thereof, and delivered to the Paying Apent/Registrar for cancellation, or (ii) shall have been
redeemed pursuant to the optional redemption provisions hercof and not previously credited to &
mandatory sinking fund redemption.

Section 4.04, Partial Redemption.

{a) If less than all of the Bonds are to be redeemed pursuant to Section 4.02, the
District shall determine the amounts and maturities thereof to be redeemed and, if less than all of
the Bonds of a stated maturity are to be redeemed, the District shall direct the Paying
Agent/Registrar to call by lot Bonds, or portions thereof within such maturity and in such
principal amounts, for redemption,

1) A portion of a single Bond of a denomination greater than $5,000 may be
redeemed, but only in a principal amount equal to $5,000 or any integral multiple thereof. If
such a Bond is 1o be partially redeemed, the Paying Agent/Registrar shall treat each $5,000
portion of a Bond as though it were a single bond for purposes of selection for redemption,

{c) Upon surrender of any Bond for redemption in part, the Paying Agent/Regisirar,
in accordance with Section 3,06 of this Resolution, shall authenticate and deliver an exchange
Bond or Bonds in an aggregate principal amount equal to the unredeemed portion of the Bond so
surrendered.
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()  The Paying Agent/Registrar shall promptly notify the District in writing of the
principal amount to be redeemed of any Bond as to which only a portion thereof is to be
redeemed.

Section 4.05. Notice of Redemption to Owners.

{a) The Paying Agent/Registrar shall give notice of any redemption of Bonds by
sending notice by first class United States mail, postage prepaid, not less than 30 days before the
date fixed for redemption, to the Owner of each Bond (or part thereof) to be redeemed, at the
address shown in the Register.

() The notice shall state the redemption date, the redemption price, the place at
which the Bonds are to be surrendered for payment, and, if less than all the Bonds outstanding
are to be redeemed, an identification of the Bonds or portions thereof to be redeemed.

(c)  Any notice given as provided in this Section shall be conclusively presumed to
have been duly given, whether or not the Owner receives such notice.

Section 4.06. Pavment Upon Redemption,

{a) Before or on each redemption date, the District shall deposit with the Paying
Agent/Registrar money sufficient to pay all amounts due on the redemption date and the Paying
Agent/Registrar shall make provision for the payment of the Bonds to be redeemed on such date
by setting aside and holding in trust an amount from the Interest and Sinking Fund or otherwise
received by the Paying Agent/Registrar frem the District and shall use such funds solely for the
purpose of paying the principal of, redemption premium, if any, and accrued interest on the
Bonds being redeemed. '

(5)  Upon presentation and surrender of any Bond called for redemption at the
Designated Payment/Transfer Office on or afier the date fixed for redemption, the Paying
Agent/Registrar shall pay the principal of, redemption premium, if any, and accrued interest on
such Bond to the date of redemption from the money set aside for such purpose.

Section 4.07. Effect of Redemption,

(@)  Notice of redemption having been given as provided in Section 4.05 of this
Resolution, and subject, in the case of optional redemption under Section 4.02, to any conditions
or rights reserved by the Distriet under Section 4,08, the Bonds or portions thercof called for
redemption shall become due and payable on the date fixed for redemption and, unless the
District defaults in the payment of the principal thereof, redemption premium, if any, or accrued
interest thereon, such Bonds or portions thereof shall cease to bear interest from and after the
date fixed for redemption, whether or not such Bonds are presented and surrendered for payment
on such date.

{b} If the District shall fail to make provision for payment of all sums due on a
redemption date, then any Bond or portion thereof shall continue to bear interest at the rate stated
on the Bond until due provision is made for the payment of same.
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Section 4.08. Condigdonal Notice of Redempiion,

The District reserves the right, in the case of an optional redemption pursuant to
Section 4.02 herein, to give notice of its election or direction to redeem Bonds conditioned upon
the occurrence of subsequent events. Such notice may state (i) that the redemption is
conditioned upon the deposit of moneys and/or authorized sceurities, in an amount equal to the
amount necessary fo effect the redemption, with the Paying Agent/Registrar, or such other entity
as may be authorized by law, no later than the redemption date, or (ii) that the District retains the
right to tescind such notice at any time on or prior to the scheduled redemption date if the
District delivers a certificate of the District to the Paying Agent/Registrar instructing the Paying
Agent/Registrar to rescind the redemption notice and such notice and redemption shall be of no
effect if such moneys and/or authorized securities are not so deposited or if the notice is
rescinded. The Paying Agent/Registrar shall give prompt notice of any such rescission of a
conditional notice of redemption fo the affected Owners. Any Bonds subject to conditional
redemption and such redemption has been rescinded shall remain Outstanding and the rescission
of such redemption shall not constitute an event of default. Further, in the case of a conditional
redemption, the failure of the District to make moneys and or authorized securities available in
part or in whole on or before the redemption date shall not constitute an event of default,

ARTICLE V
PAYING AGENT/REGISTRAR

Section 5,01, Appeintment of Initial Paying Agent/Registrat,

The Paying Agent/Registrar named in the Pricing Certificate is hereby appointed as the
initial Paying Agent/Registrar for the Bonds.

Section 5.02. Qualifications,

Each Paying Agent/Registrar shall be a commerciul bank, a trust company organized
under the laws of the State of Texas, or any other entity duly qualified and legally authorized to
serve as and perform the duties and services of paying agent and registrar for the Bonds,

Section 5.03. Maintaining Paving Agent/Registrar,

(@) At all times while any Bonds are cutstanding, the District will maintain a Paying
Agent/Registrar that is qualified under Section 5.02 of this Resolution. The Executive Director
or the President is hereby authorized and directed to execute an agreement with the Paying
Agent/Registrar specifying the duties and responsibilities of the District and the Paying
Agent/Registrar, in substantially the form presented to and hercby approved by the Bourd,

(b)  If the Paying Agent/Registrar resigns or otherwise ceases fo serve as such, the
District will promptly appeint a replacement.
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Section 5.04. Termination,

The District, upon not less than 60 days’ notice, reserves the right to terminate the
appointment of any Paying Agent/Registrar by delivering to the cntity whose appointment is to
be terminated written notice of such termination; provided, that no such termination shall be
effective until a successor Paying Agent/Registrar has been appointed and has accepted the
duties of Paying Agent/Registrar for the Bonds,

Section 5.05. Notice of Change to Owners,

Promptly upon each change in the entity serving as Paying Agent/Registrar, the District
will cause notice of the change to be sent to each Owncer by first class United States mail,
postage prepaid, at the address in the Register, stating the effective date of the change and the
name and mailing address of the replaccment Paying Agent/Registrar,

Section 5.06. Agrcement to Perform Duties and Functions.

By accepting the appointment as Paying Agent/Registrar, and cxecuting the Paying
Agent/Registrar Agreement, the Paying Agent/Registrar is deemed to have agreed to the
provisions of this Resolution and that it will perform the duties and functions of Paying
Agent/Registrar prescribed thereby.

Section 5.07. Deliverv of Records to Successor.

If a Paying Agent/Registrar is replaced, such Paying Agent, promptly upon the
appointment of the successor, will deliver the Register (or a copy thereof) and all other pertinent
books and records relating to the Bonds to the suceessor Paying Agent/Registrar,

ARTICLE VI
FORM OF THE BONDS

Section 6.01. Form Generally,

(a) The Bonds, including the Registration Certificate of the Comptrolier of Public
Accounts of the State of Texas, the Certificate of the Paying Agent/Registrar and the Assignment
form to appear on each of the Bonds, (i) shall be substantially in the preliminary form set forth in
this Article with such appropriate insertions, omissions, substitutions and other variations as are
permitted or required by this Resolution and the Pricing Certificate, and (i) may have such
letters, numbers or other marks of identification (including identifying numbers and letters of the
Committee on Uniform Securities Identification Procedures of the American Bankers
Association) and such legends and endorsements (including any reproduction of an opinion of
counsel) thereon as, consistently herewith, may be determined by the District or by the officers
excouting such Bonds, as evidenced by their exccution thereof,

(b)  Any portion of the text of any Bonds may be set forth on the reverse stde thereof,
with an appropriate reference thereto on the face of the Bonds.
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(¢)  The definitive Bonds, if any, shall be typewritten, printed, lithographed or
engraved, and may be produced by any combination of these methods or produced in any other
similar manner, all as determined by the officers exceuting such Bonds, as evidenced by their
execution thereof. '

(d)  The Initial Bond submitted to the Attorney General of the State of Texas may be
typewritten and photocopied or otherwise reproduced.

Section 6.02. Form of the Bonds,

The preliminary form of the Bonds, including the form of the Registration Certificate of
the Comptroller of Public Accounts of the State of Texas, the form of Certificate of the Paying
Agent/Registrar and the form of Assignment appearing on the Bonds, shall be substantially as set
forth herein; provided, however, that the final form of the Bonds shall be set forth in the Pricing
Certificate and shall incorporate the final terms and provisions of the Bonds:
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{a) Form of Bonds,

REGISTERED REGISTERED
No, $

United States of America
State of Texas
COUNTY OF DENTON
UPPER TRINITY REGIONAL WATHR DISTRICT
REGIONAL TREATED WATER SUPPLY SYSTEM REVENUE

REFUNDING BOND
SERIES 2015!
MATURITY DATE: DATED DATE: CUSIP NUMBER:
August1, 2015°

The Upper Trinity Regional Water District (the “District”), in the County of Denton,
State of Texas, for value received, hereby promises to pay to

or registered assigns, but solely from the sources and in the manner hereinafter provided, on the
Maturity Date specified above, the sum of

DOLLARS

unless this Bond shall have been sooner called for redemption and the payment of the principal
hereof shall have been paid or provided for, and to pay interest on such principal amount from
the Tater of the Dated Date stated above or.the most recent Interest payment date to which interest
has been paid or provided for until maturity or prior redemption, at the per annum rate of interest
specified above, computed on the basis of a 360-day year of twelve 30-day months, such interest
10 be paid semiannually on February 1 and August 1 of each year, commencing 5

The principal of this Bond shall be payable without exchange or collection charges in
lawful money of the United States of Ametica upon presentation and surrender of this Bond at
the corporate trust office in 4 (the “Designated Payment/Transfer Office”) of
>, as Paying Agent/Regisirar, or the designated payment/transfer
office of any successor Paying Agent/Registrar, Interest on this Bond is payable by check dated
as of the interest payment date, mailed on or before such interest payment date, by first class
United States mail, postage prepaid, by the Paying Agent/Registrar to the registered owner at the

' Complete title to be designated in Pricing Certificate,
2 ngert based upon the Pricing Certificate.
? Insert based upon the Pricing Certificate,
* Insert based upon the Pricing Certificute.
* Insert based upon the Pricing Certificate.
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address shown on the registration books kept by the Paying Agent/Registrar, or by such other
customary banking arrangement acceptable to the Paying Agent/Registrar and the person to
whom interest is fo be paid, provided, however, that such person shall bear all risk and expenses
of such customary banking arrangement, For the putpose of the payment of interest on this
Bond, the registered owner shall be the person in whose name this Bond is registered at the close
of business on the “Record Date,” which shall be the fifteenth day of the month next preceding
such interest payment date. However, in the event that interest is not paid on a scheduled
payment date and remains unpaid for 30 days thereafter, a new record date for such interest
payment (a “Special Record Date”) will be established by the Paying Agent/Registrar, if and
when funds for the payment of such interest have been received from the District, Notice of the
Speeial Record Date and of the scheduled payment date of the past due interest (the “Special
Payment Date,” which date shall be at least 13 days after the Special Record Date) shall be sent
at least five business days prior to the Special Record Date by United States mail, first class,
postage prepaid, to the address of each registered owner of a Bond appearing on the books of the
Paying Agent/Registrar at the close of business on the last business day preceding the date of
mailing of such notiee,

If the date for the payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, legal holiday or day on which banking institutions in the city in which the Paying
Agent/Registrar is located are required or authorized by law or executive order to close, the date
for such payment shall be the next succeeding day which isnot a Saturday, Sunday, legal holiday
or day on which such banking institutions are required or authorized to close and payment on
such date shall for all purposes be deemed to have been made on the original date payment was
due,

This Bond is onc of the series of fully rcgistered bonds speeificd in its title issued in the
aggregate principal amount of §__ (herein referred to as the “Bonds™) issued
pursuant to a resolution adopted by the governing body of the District (the “Resolution”), for the
purposes of (1) providing funds to refund the Refunded Commercial Paper Notes and the
Refunded Bonds, {ii) making a deposit to the Reserve Fund in the amount, if any, provided in the
Pricing Certificate, and (iii) paying the costs of issuing the Bonds.”

The Bonds constitute special obligations of the District and, together with any of the
outstanding Parity Bonds (as defined in the Resolution), are payable solely from and equally
secured by a first lien on and pledge of Pledged Revenues, such lien and pledge being superior {o
the lien on and pledge of the Pledged Revenues made for the payment of Subordinate Lien
Obligations (as defined in the Resolution). 'The Bonds do not constitute a legal or equitable
pledge, charge, lien or encumbrance upon any property of the District or the System, except with
respect to the Pledged Revenues.

The District expressly reserves the right to issue Additional Bonds in all things on a
parity with the Bonds and the outstanding Parity Bonds, payable solely from and equally secured
by a lien on and pledge of the Pledged Revenues; provided, however, that any and all such
additional obligations may be so issued only in accordance with and subject to the covenants,

¢ Inscrt based upon the Pricing Certificate.
7 Insert purposes and revise as necessary to conform to the Pricing Certificate.
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conditions, limitations and restrictions relating thereto which are set out and contained in the
Resolution to which reference is hereby made for more complete and full particulars,

[The District has reserved the option to redeem the Bonds maturing on or after August 1,
__, in whole or in part before their respective scheduled maturity dates on August 1, , or
on any date thereafter, at a price equal to the principal amount of the Bonds so called for
redemption plus accrued interest to the date fixed for redemption. If less than all of the Bonds
are to be redeemed, the District shall determine the amounts and maturities thereof to be
redeemed and, if less than all of the Bonds of a stated maturity are to be redeemed, the Distriet
shall direct the Paying Agent/Registrar to call by lot Bonds, or portions thereof within such
maturity and in such amounts, for redemption,]*

IThe Bonds stated to mature on Aungust 1, 20 (collectively, “Term Bonds”), are
subject to scheduled mandatory redemption and will be redeemed by the District, in part at a
price equal to the principal amount thereof, without premium, plus accrued interest to the
redemption date, out of moneys available for such purpose in the Interest and Sinking Fund, on
the dates and in the respective principal amounts as set forth in the following schedule:

Term Bonds Aueust 1,
Redemption Date Principal Amount
August 1 20__ 3

August 1 20 _*
*Maturity

'The Paying Agent/Registrar will select by lot the specific Term Bonds (or with respect to
Term Bonds having a denomination in excess of $5,000, each $5,000 portion thereof) to be
redeemed by mandatory redemption, The principal amount of Term Bonds required {o be
redecmed on any redemption date pursuant to the foregoing mandatory sinking fund redemption
provisions hereof shall be reduced, at the option of the District, by the principal amount of any
Term Bonds which, at least 45 days prior to the mandatory sinking fund redemption date (i) shall
have been acquired by the District at a price not exceeding the principal amount of such Term
Bonds plus accrued interest to the date of purchase thereof, and delivered to the Paying
Agent/Registrar for cancellation, or (i) shall have been redeemed pursuant to the optional
redemption yrovisions hereof and not previously credited to a mandatory sinking fund
redemption.]

Notice of such redemption or redemptions shall be given by first class mail, postage
prepaid, not less than 30 days before the date fixed for redemption, to the registered owner of
each of the Bonds o be redeemed in whole or in part. Notice having been so given, the Bonds or

¥ Insert optional redemption provisions and revise as necessary to conform to the Pricing
Certificate.

¥ Insert mandatory sinking fund redemption provisions for the Bonds, if any, and revise as
necessary to conform to the Pricing Certificate,
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portions thereof designated for redemption shall become due and payable on the redemption date
specified in such notiee; and, from and after such date, notwithstanding that any of the Bonds or
portions thereof so called for redemption shall not have been surrendered for payment, interest
on such Bonds or portions thereof shall cease to accrue,

The District reserves the right, in the case of an optional redemption pursuant to the
Resolution, to give notice of its election or direction to redeem Bonds conditioned upon the
occurrence of subsequent evenis, Such notice muy state (i) that the redemption is conditioned
upon the deposit of moneys and/or authorized securities, in an amount equal to the amount
necessary to effect the redemption, with the Paying Agent/Registrar, or such other entity as may
be authorized by law, no later than the redemption date, or (i) that the District retains the right to
rescind such notice at any time on or prior to the scheduled redemption date if the District
delivers a certificate of the District to the Paying Agent/Registrar instructing the Paying
Agent/Registrar to rescind the redemption notice and such notice and redemption shall be of no
effect if such moneys and/or authorized securities are not so deposited or if the notice is
rescinded. The Paying Agent/Registrar shall give prompt notice of any such rescission of a
conditional notice of redemption to the affected Owners, Any Bonds subject to conditional
redemption and such redemption has been rescinded shall remain Outstanding and the rescission
of such redemption shall not constitute an event of default. Further, in the case of a conditional
redemption, the failure of the District to make moneys and or authorized securities available in
part or in whole on or before the redemption date shall not constitute an event of default,

As provided in the Resolution, and subject to certain limiations therein set forth, thig
Bond is transferable upon surrender of this Bond for transfer at the Designated Payment/Transfer
Office with such endorsement or other evidence of transfer as is acceptable to the Paying
Agent/Registrar; thereupon, one or more new fully registered Bonds of the same stated maturity,
of authorized denpminations, bearing the same rate of interest, and for the same aggregate
principal amount will be issued to the designated transferee or transferees.

The District, the Paying Agent/Registrar and any other person may treat the person in
whose name this Bond is registered as the owner hereof for the purpose of receiving payment as
herein provided (except interest shall be paid to the person in whose name this Bond is registered
on the “Record Date” or “Speeial Record Date,” as applicable) and for all other purposes,
whether or not this Bond be overdue, and neither the District, the Paying Agent/Registrar nor any
other person shall be affected by notice to the contrary,

Neither the District nor the Paying Agent/Registrar shall be required to issue, transter or
exchange any Bond called for redemption where such redemption is scheduled to occur within
45 calendar days of the fransfer or exchange date; provided, however, such limitation shall not be
applicable to an exchange by the registered owner of the uncalied principal balance of & Bond,

IT IS HEREBY CERTIFIED AND RECITED that the issuance of this Bond and the
serics of which it is a part is duly authorized by law; that all acts, conditions and things required
to be done precedent to and in the issuance of the Bonds to render the same lawful and valid
have been propetly done and have happened in regular and due time, form and manner as
required by law; that the Bonds do not exceed any constitutional or statutory limitation; and that
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provision has been made for the payment of the principal of and interest on the Bonds by
irrevocably pledging the Pledged Revenues, as hereinabove recited.

The owner hereof shall never have the right to demand payment of this Bond out of any
funds raised or to be raised by taxation by the District, other than certain amounts payable under
certain of the Treated Water Supply Contracts,

IN WITNESS WHEREOQF, the District has caused this Bond to be executed in its name
by the manual or facsimile signature of the President of the District and countersigned by the
manual or facsimile signature of the Secretary, and the official seal of the District has been duly
impressed or placed in facsimile on this Bond.

President, Board of Directors,
Upper Trinity Regional Water District
ATTEST:

Secretary, Board of Directors,
Upper Trinity Regional Water District
[SEAL]

(b)  Form of Comptroller’s Registration Certificate.

The following Compiroller’s Registration Certificate may be deleted from the definitive
Bonds if such Certificate on the Initial Bond is fully exccuted,

QFFICE OF THE COMPTROLLER §
OF PUBLIC ACCOUNTS § REGISTER NO,
OF THE STATE OF TEXAS §

1 hereby certify that there is on file and of record in my office a certificate of the Attorney
General of the State of Texas to the effect that this Bond has been examined by him as required
by law, that he finds that it has been issued in conformity with the Constitution and laws of the
State of Texas, and that it is a valid and binding special obligation of the Upper Trinity Regional
Water District payable from the revenues pledged to its payment by and in the resolution
authorizing same and that said Bond has this day been registered by me.

Witness my hand and seal of office at Austin, Texas,

Comptroller of Public Accounts
of the State of Texas
ISEAL]
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{c) Form of Certificate of Paying Agent/Registrar,

The following Certificate of Paying Agent/Registrar may be deleted from the Initial Bond
if the executed Comptroller’s Registration Certificate appears thereon.

CERTIFICATE OF PAYING AGENT/REGISTRAR

The records of the Paying Agent/Registrar show that the Initial Bond of this series of
bonds was approved by the Aftorney General of the State of Texas and registered by the
Comptroller of Public Accounts of the State of Texas, and that this is one of the Bonds referred
to in the within mentioned Ordinance.

as Paying Agent/Registrar
Dated By

Authorized Signatory

(d)  Formof Assignment,

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers unto (print or
typewrite name, address and Zip Code of transferce):

(Social Security or other identifying number: ) the within Bond and all
rights hereunder and hereby irrevocably constitutes and appoints

attorney to transfer the within Bond on the books kept for registration hereof, with full power of
substitution in the premises,

Dated: NOTICE: The signature on this Assignment

must correspond with the name of the

tegistered owner as it appears on the face of

the within Bond in every particular and rnust

Authorized Signatory " be guaranteed in a manner acceptable to the
Paying Agent/Registrar.

Signature Guaranteed By:

{e) The Initial Bond shall be in the form set forth in paragraphs (a) through (d) of this
Section, except for the following alterations:
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(i) immediately under the name of the Bond, the headings “INTEREST
RATE” and “MATURITY DATE” shall both be completed with the words “As shown
below” and the heading “CUSIP NUMBER?” shall be deleted; and

(iiy  in the first paragraph of the Bond, the words “on the Maturity Date
specified above” shall be deleted and the following will be inserted: “on August 1 in each
of the years, in principal installments, and bearing interest at the per annum rates in
accordance with the following schedule; |

Years Principal Installments Interest Rates

(Information to be inserted from
the Pricing Certificate)

Section 6,03, CUSIP Registration,

The District may secure identification numbers through the CUSIP Service Burean
Division of Standard & Poor’s Corporation, New York, New York, and may authorize the
printing of such numbers on the face of the Bonds. It is expressly provided, however, that the
presence or absence of CUSIP numbers on the Bonds shall be of no significance or cffect as
regards the legality thereof and neither the District nor Co-Bond counsel to the District are to be
held responsible for CUSIP numbers incorrectly printed on the Bonds.

Scction 6.04, Legal Opinion.

The approving lega! opinions of Bracewell & Giuliani LLP and Boyle & Lowry, LL.P,
Co-Bond Counsel, respectively, may be printed on the reverse side of each Bond over the
certification of the Secretary of the District, which may be executed in facsimile.

Section 6.05, Statement of Insurance,

A statement relating to a municipal bond insurance policy, if any, to be issued for the
Bonds may be printed on or attached to each Bond.

ARTICLE VII
FUNDS AND ACCOUNTS

Section 7.01. Revenue Fund,

The District hereby confirms the creation and establishment of the “Upper Trinity
Regional Water District Regional Treated Water Supply System Revenue Fund” (the “Revenue
Fund”) to be maintained on the books of the District, and accounted for separate and apart from
all other funds of the District so long as any of the Parity Bonds are outstanding, All Gross
Revenues of the System {exeepting investment interest and income from the Interest and Sinking
Yund and Reserve Fund) shall be credited to the Revenue Fund immediately upon receipt. All
Operation and Maintenance Expenses of the System shall be paid from such amounts credited to
the Revenue Fund as a first charge against same,
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Section 7.02,

For the sole purpose of paying the principal of and interest on the Parity Bonds, the
District hereby confirms the creation and establishment on the books of the District, and there
shall be maintained so long as any of the Parity Bonds remain outstanding, accounted for
separate and apart from all other funds of the District, a separate fund entitled the “Upper Trinity
Regional Water District Regional Treated Water Supply System Revenue Refunding Bonds
Interest and Sinking Fund” (the “Interest and Sinking Fund™},

Section 7.03, Reserve Fund,

The District hereby confirms the creation and establishment on the books of the District,
to be maintained so long as any Parity Bonds remain outstanding, a separate fund (o be entitled
the “Upper Trinity Regional Water District Regional Treated Water Supply System Revenue
Ronds Reserve Fund” (the “Reserve Fund™). The Reserve Fund shall be used solely to pay the
prineipal of and interest on any Parity Bonds when and to the extent the amounts in the Interest
and Sinking Fund available for such payment are insufficient for such purpose, and may be used
for the purpose of finally retiring the last of any Parity Bonds.

Section 7.04. 1ssuance Costs Fund,

(2)  There is hereby established a scparate fund entitled “Upper Trinity Regional
Water District Regional Treated Water Supply System Revenue Refunding Bonds, Series 2015
Issuance Costs Fund” (the “Issuance Costs Fund”). Amounts on deposit in the Issuance Costs
Fund shall be applied by the District to pay the costs of issuing the Bonds.

(b)  All amounts remaining in the Issyance Costs Fund after the payment of costs of
issyance and in any event no later than six months after the Closing Date, including investment
carnings of the Issuance Costs Fund, shall be deposited to the Interest and Sinking Fund and
shall be used to pay debt service on or redecm Bonds,

Section 7.05. Deposits of Pledged Revenues,

Pledged Revenues shall be credited to or deposited in the Interest and Sinking Fund, the
Reserve Fund and other funds when and as required by this Resolution and any resclution
authorizing the issuance of any Parity Bonds,

Seetion 7.06. lnvestments,

To the extent authorized by the Public Funds Investment Aect, Chapter 2256, Texas
Government Code, as amended, money in any Fund established pursuant to this Resolution or
any resolution authorizing the issuance of any Parity Bonds, may, at the option of the District, be
placed in time deposits or certificates of deposit secured by obligations of the type hereinafter
described, or be invested in direct obligations of the United States of America or obligations
guaraniced or insured by the United States of America, which, in the opinion of the Attorney
General of the United States, are backed by its full faith and credit or represent its general
obligations, or invested in obligations of instrumentalities of the United States of America,
including, but not limited to, evidences of indebtedness issued, insured, or guaranteed by such
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governmental agencies as the Federal Land Banks, Federal Intermediate Credit Banks, Banks for
Cooperatives, Federal Home Loan Banks, Government National Mortgage Association, United
States Postal Service, Farmers Home Administration, Federal Home Loan Mortgage Association,
Small Business Administration, Federal Housing Association, or Participation Certificates in the
Federal Assets Financing Trust; provided that all such deposits and investments shall be made in
such manner as will, in the opinion of the District, permit the money required to be expended
from any Fund to be available at the proper time or times as expected to be needed. Such
investments (except United States Treasury Obligations-—State and Local Government Series
investments held in book entry form, which shall at all times be valued at cost) shall be valued in
terms of current market value as of the last day of each fiscal year. Unless otherwise set forth
herein, all interest and income derived from such deposits and investments immediately shall be
credited to, and any losses debited to, the Fund from which the deposit or investment was made,
and surpluses in any Fund shall or may be disposed of as hereinafier provided, Such investments
shall be sold promptly when necessary 1o prevent any default in connection with the Bonds and
any Additional Bonds consistent with the respective resolutions authorizing their issuance.

Section 7.07. Funds Secured,

Money in all Funds created or confirmed by this Resolution, to the extent notl invested,
shall be secured in the manner prescribed by law,

Section 7.08. Priority of Denosits and Paviments from Revenue Fund,

The District shall make all deposits and payments from the Pledged Revenues in the
Revenue Fund when and as required by this Resolution or resolutions authorizing Parity Bonds
and such deposits shall be made in the following manner and with the following irrevocable
priorities, respectively:

First to the Interest and Sinking Fund, when and in the amounts required by this
Resolution, and any resolution authorizing the Parity Bonds;

Second to the Reserve Fund, when and in the amounts required by this Resolution
and any resolution authorizing the Parity Bonds; and

Third to the Note Payment Fund in accordance with the terms and conditions of
the Commercial Paper Notes Resolution and any fund established by a
resolution authorizing the issuance of additional Subordinate Lien
Obligations.

Section 7.09. Interest and Sinking I*und Requirements.

(a) Promptly after the delivery of the Bonds the District shall cause to be deposited to
the credit of the Interest and Sinking Fund any accrued intercst received from the sale and
delivery of the Bonds, and premium to the extent not deposited to the scrow Fund, if any, and
any such deposit shall be used to pay a portion of the interest next coming due on the Bonds.
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(v)  Tn addition to the amounts required by the resolutions authorizing the Parity
Bonds, the District shall transfer from the Pledged Revenues and deposit to the credit of the
Interest and Sinking Fund the amounts, at the times, as follows:

o such amounts, deposited in approximately equal monthly installments on
or before the 25th day of each month hereafter, commencing with the month during
which the Bonds are delivered, or the month thereafter if delivery is made afler the 25th
day thereof, as will be sufficient, together with other amounts, if any, then on hand in the
Interest and Sinking Fund and available for such purpose, to pay interest scheduled to
accrue and come due on the Bonds on the next succeeding Interest Payment Date; and

(ify  such amounts, deposited in approximately equal monthiy installments on
or before the 25th day of each month hercafter, commencing with the month during
which the Bonds are delivered, or the month thereafter if delivery is made after the 25th
day thereof, as will be sufficient, together with other amounts, if any, then on hand in the
Interest and Sinking Fund and available for such purpose, to pay principal scheduled to
mature and come due on the Bonds on the next succceding prineipal payment date.

Section 7.10. Reserve Fund Reguirements,

(a) The District shall maintain in the Reserve Fund an amount of money and
investments equal to the average annual principal and interest requirements of the Parity Bonds
(the “Required Reserve Amount”), After the delivery of any Additional Bonds, the District shall
cause the Reserve Fund to be increased, if and to the extent necessary, so that such Fund will
contain an amount of money and investments cqual to the Required Reserve Amount. Any
increase in the Required Reserve Amount may be funded from Pledged Revenues or from
proceeds from the sale of any Additional Bonds, or any other available source or combination of
sources. All or any part of the Required Reserve Amount not funded initially and immediately
after the delivery of any installment or issue of Additional Bonds shall be funded, within not
more than five years from the date of such delivery, by deposits of Pledged Revenues in
approximately equal monthly installments on or before the 25th day of cach month. Principal
amounts of any Additional Bonds which must be redeemed pursuant fo any applicable
mandatory redemption requirements shall be deemed to be maturing amounts of principal for the
purpose of calculating principal and interest requirements on such bonds. When and so long as
the amount in the Reserve Fund is not less than the Required Reserve Amount no deposits shall
be made to the credit of the Reserve Fund; but when and if the Reserve Fund at any time
contains less than the Required Reserve Amount, then the District shall transfer from Pledged
Revenues in the Revenue Fund, and deposit to the credit of the Reserve Fund, monthly on or
before the 25th day of each month, a sum equal to 1/60th of the Required Reserve Amount, until
the Reserve Fund is restored to the Required Reserve Amount, The District specifically
covenants that when and so long as the Reserve Fund contains the Required Reserve Amount,
the District shall cause all interest and income derived from the deposit or investment of the
Rescrve Fund to be deposited to the credit of the Revenue Fund.

(b)  The District shall determine the amount required to be on deposit in the Reserve
Fund after the issuance of the Bonds, which sum shall be not less than the average annual
principal and interest requirements for the payment of the Bonds and any Outstanding Parity
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Ronds. The District shall deposit to the Reserve Fund out of the proceeds of the Bonds, or from
Pledged Revenues in accordance with the provisions hereof until the Reserve Fund contains the
Reserve Fund Requirement, as set forth in the Pricing Certificate.

() At such time as the District’s Regional Treated Water Supply System Revenue
Bonds, Series 1999, Serics 2000A, Series 2000B, Series 2001, Series 2002 and Series 2004 are
no longer outstanding and payment thereof has been made or provided for, the provisions of this
subparagraph (¢) and of subparagraph (d), () and {f) of this Section 7.10 shall apply. To the
extent permitted by, and in accordance with applicable law and upon approval of the Attorney
General of the State of Texas, the District may substitute a Credit Facility for cash or investment
securities on deposit in the Reserve Fund or in substitution or replacement of any existing Credit
Facility. Upon such replacement or substitution, cash or investment securities of any of the types
permitted by Section 7.06 hereof, on deposit in the Reserve Fund which, taken together with the
face amount of any existing Credit Facilities, are in excess of the Required Reserve Amount may
be withdrawn by the District, at its option, and transferred to the Revenue Fund; provided,
however, that the face amount of any Credit Facility may be reduced at the option of the District
in lieu of such transfer. However, to the extent such surplus monies constitute bond proceeds,
including interest and income derived therefrom, such amounts shall not be deposited to the
Revenue Fund and shall only be used for the purposes for which bond proceeds may be used,
including any interest due on any reimbursement obligation under the Credit Facility shall not
exceed the highest lawful rate of interest which may be paid by the District.

(d)  If the District is required to make a withdrawal from the Reserve Fund for any of
the purposes described in this Section 7,10, the Distriet shall promptly notify the issuer of such
Credit Facility of the necessity for a withdrawal from the Reserve Fund for any such purposes,
and shall make such withdrawal first from available moneys or investment securities then on
deposit in the Reserve Fund, and next from a drawing under any Credit Facility to the extent of
such deficiency, In the event that on the date of termination or expiration of any Credit Facility
there is not on deposit in the Reserve Fund an amount, in cash or investment securitics, equal to
the Required Reserve Amount, then, after making required deposits to the Interest and Sinking
Fund, the District shall deposit to the Reserve Fund from the first available Pledged Revenues
amounts necessary to satisfy the Required Reserve Amount; provided, however, the District shall
cause any such deficiency to be cured by making monthly installments of at least 1/60th of the
Required Reserve Amount on or before the 25th day of each month following such deficiency.

() In the eveni there is a draw upon the Credit Facility, the District shall reimburse
the issuer of such Credit Facility for such draw in accordance with the terms of any agreement
pursuant to which the Credit Facility is issued from Pledged Revenues; however, such
reimbursement from Pledged Revenues shall be subject to the provisions of subparagraph (f)
hereof, and shall be subordinate and junior in right of payment fo the payment of principal of and
premium, if any, and interest on the Parity Bonds,

H In the event of the payment, redemption or defeasance of any Parity Bonds, cash
and investment obligations on deposit in the Reserve Fund in excess of the Required Reserve
Amount may be withdrawn and transferred, at the option of the District, to the Revenue Fund, a8
a result of such payment, redemption, defeasance or discharge of such Parity Bonds. However,
to the extent such excess cash and investments consist of bond proceeds, including earnings
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thereon, such amounts shall not be deposited to the Revenue Fund and shall be used only for the
purposes for which bond proceeds may be used.

Section 7.11. Deficiencies: Excess Pledged Revenues,

(8} If on any occasion there shall not be sufficient Pledged Revenues to make the
required deposits into the Interest and Sinking Fund or the Reserve Fund, such deficiency shall
be made up as soon as possible from the next available Pledged Revenues.

(b)  Subject to making the required deposits to the eredit of the various Funds when
and as reguired by this Resolution, any resolution authorizing the issuance of any Additional
Bonds, the Commercial Paper Notes Resolution, and any resolution authorizing the issuance of
additional Subordinate Lien Obligations, any surplus Pledged Revenues may be used by the
District for any lawful purpose,

ARTICLE VIII
SALE AND DELIVERY OF BONDS; DEPOSIT OF PROCEEDS

Section 8.01. Sale of Bonds, Official Statement,

(a) The Bonds shall be sold to the Underwriters in one or more series from time to
fime in accordance with the terms of this Resolution, including this Section 8.01(a). As
authorized by the Act and Chapters 1207 and 1371, Texas Government Code, as amended, the
Pricing Committee is authorized to act on behalf of the District upon determining that the
conditions set forth below can be satisfied, in selling and delivering the Bonds and carrying out
the other procedures specified in this Resolution, ineluding determining the price at which each
of the Bonds will be sold, the number and designation of the Bonds to be issued, the form in
which the Bonds shall be issued, the years and dates on which the Bonds will mature, the
principal amount to mature in each of such years, the aggregate principal amount of the
Refunded Commereial Paper Notes, the aggregate principal amount of Refunded Bonds and the
aggregate principal amount of the Bonds, the rate of interest to be borne by each maturity of the
Bonds, the first interest payment date, the dates, prices and terms upon and at which the Bonds
shall be subject to redemption prior to maturity at the option of the District and shall be subject
to mandatory sinking fund redemption, and all other matters relating to the issuance, sale and
delivery of the Bonds, including the refunding of the Refunded Obligations, the acquisition of a
bond insurance policy if beneficial, and any insurance agreements required pursuant to an
insurance commitment, all of which shall be specified in the Pricing Certificate; provided that
the following conditions can be satisfied:

1) the true interest cost on the Bonds shall not exceed the maximum amount
permitted by State law; and

(i) the aggregate principal amount of the Bonds authorized to be issued for
the purposes described in Seection 3.01 shall not exceed the limits described in that
Section; and
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(ili)  the refunding of the Refunded Bonds shall produce a total net present
value debt service savings of at least 7.00% of the principal amount of the Refinded
Bonds; and

(iv)  no Bond shall mature later than August 1, 2044, and

(v)  prior to delivery of the Bonds to the Underwriters, but only to the extent
the District enters into a credit agreement pursuant to Chapter 1371, the Bonds must have
been rated by a national recognized rating agency for municipal securities in one of the
four highest rating categories for long-term obligations; and

(vi)  all such terms and determinations pertaining to the pricing of the Bonds
shall be based on bond market conditions and available interest rates for the Bonds on the
date of the sale of the Bonds and taking into account any bond insurance policy, net of
the costs of said bond insurance policy, all as set forth in the Pricing Certificate.

Any member of the Pricing Commitiee is hereby authorized and directed to execute and
deliver on behalf of the District a bond purchase contract (the “Purchase Contract™), providing
for the sale of the Bonds to the Underwriters, in such form as determined by the Pricing
Committee. The Pricing Committee is hereby authorized and directed to approve the final terms
and provisions of the Purchase Contract in accordance with the terms of the Pricing Certificate
and this Resolution, which final terms shall be determined to be the most advantageous
reasonably attainable by the District, such approval and determination being evidenced by its
execution thereof by any member of the Pricing Committee, With regard to such terms and
provisions of said Purchase Contract, the Pricing Committee is hereby authorized to come to an
agreement with the Underwriters on the following, among other matters:

1. The details of the purchase and sale of the Bonds;
: The details of the public offering of the Bonds by the Underwriters;
3. The details of an Official Statement (and, il appropriate, any Preliminary
Official Statement) relating to the Bonds and the District’s Rule 15¢2-12
compliance;
A se t for the Bonds, .
The ns and warranties of the District to the Underwriters;
The delivery of, and payment for, the Bonds;
The Underwriters’ obligations under the Purchase Contract;
The certain conditions to the obligations of the District under the Purchase
Contract;
9, Termination of the Purchase Contract;
10, Particular covenants of the District,
11, The survival of representations made in the Purchase Contract;
12.  The payment of any expenscs relating to the Purchase Contract;
13, Notices; and
14, Any and all such other details that are found by the Pricing Committee to
be necessary and advisable for the purchase and sale of the Bonds.
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The authority granted to the Prieing Committee under this Section 8.01(a) shall expire on
a date 180 days from the date of this Resolution, unless otherwise extended by the Board by
separaie action,

(b} The Executive Director, Director of Business Services, President, Vice-President,
Secretary and Treasurer of the Board are hercby authorized to prepare and complete a
Preliminary Official Statement and any addenda, supplement or amendment thereto. Such
Preliminary Official Statement as prepared by such parties is hereby approved. The District’s
Executive Director, Director of Business Services, President, Vice-President, - Secretary and
Treasurer of the Board, are each authorized to complete the Preliminary Official Statement with
such modifications, completions, changes and supplements, as those persons shall approve or
authorize for the purpose of preparing and determining and to eertify or otherwise represent that
the revised Preliminary Official Statement is a “deemed final” official statement as of its date
within the meaning and for the purposes of paragraph {b)(1) of Rule 15¢2 12 under the Securities
Exchange Act of 1934, as amended. The use and distribution of the revised Preliminary Otficial
Statement in the public offering of the Bonds by the Underwriters is hereby authorized. Each of
the Executive Director, Director of Business Services, the President, Vice-President, Secretary
and Treasurer of the Board, are cach of them hereby authorized and directed to use and distribute
or authorize the use and distribution of the final Official Statement and any addenda, supplement
or amendment thereto (the “Official Statement™) and to execute the same and deliver appropriate
numbers of exccuted copies thereof to the Underwriters of the Bonds. The Official Statement as
thus approved, executed and delivered, with such appropriate variations as shall be approved by
the Executive Director, Director of Business Services, President, Vice-President, Secretary and
Treasurer of the Board, and the Underwriters, may be used by the Underwriters in the public
offering and sale thereof. The Executive Director, Director of Business Services, President,
Vice-President, Secretary and Treasurer of the Board are hereby authorized and directed to use
and distribute or authorize the use and distribution of the final Official Statement and any
addenda, supplement or amendment thereto (the “Official Statement”) and to execute the same
and deliver appropriate numbers of executed copies thereof to the Underwriters of the Bonds,
The Official Statement as this approved, executed and delivered, with such appropriate
variations as shall be approved by the Executive Director, Director of Business Services,
President, Vice-President, Secretary or Treasurer of the Board, and each of them, and the
Underwriters, may be used by the Underwriters in the public offering and sale thereof,

{¢) All officers of the Distriet are authorized to execute such decuments, certificates
and teceipts as they may deem appropriate in order to consummate the delivery of the Bonds in
accordance with the terms of sale therefor. The appropriate officer of the District is hereby
aquthorized and directed to issue a check of the District payable to the Attorney General of the
State of Texas as a nonrefundable examination fee in the amount required by Chapter 1202,
Texas Government Code (such amount to be the lesser of (i) 1/10th of 1% of the principal
amount of the Bonds or (i) $9,500).

(d)  The obligation of the Underwriters to accept delivery of the Bonds is subject to
the Underwriters being furnished with the final, approving opinion of Bracewell & Giuliani LLP
and Boyle & Lowry, L.I.P., Co-Bond Counse!, which opinion shall be dated and delivered on
the Closing Date.
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Section 8,02, Conirol and Delivery of Bonds.

{a) The President of the Board and the District’s Co-Bond Counsel are hereby
authorized to have control of the Initial Bond and all necessary records and proceedings
pertaining thereto pending investigation, examination and approval of the Attorney General of
the State of Texas, registration by the Comptroller of Public Accounts of the State of Texas and
registration with, and initial exchange or transfer by, the Paying Agent/Registrar.

{b) After registration by the Comptroller of Public Accounts of the State of Texas,
delivery of the Bonds shall be made to the Underwriters under and subject to the general
supervision and direction of the President of the Board, against receipt by the District of all
amounis due to the District under the terms of sale.

Section 8.03. Deposit of Proceeds,

The proceeds of the Bonds received on the Closing Date, together with other available
funds of the District, if any, shall be applied as follows:

{(a) Accrued interest on the Bonds, if any, shall be deposited to the Interest and
Sinking Fund;

(b) A portion of the procceds from the sale of the Bonds, together with other funds of
the District, if any, as set forth in the Pricing Certificate shall be applied to establish an escrow
fund to refund the Refunded Bonds and, to the extent not otherwise provided for, fo pay all
expenses arising in connection with the establishment of such escrow fund and the refunding of
the Refunded Bonds;

(¢)  An amount, if any, as.set forth in the Pricing Certificate shall be deposited to the
Reserve Fund; and

(d)  An amount sufficient to pay issuance costs with respect to the Bonds, shall be
deposited to the Issuance Costs Fund,

ARTICLE IX
PARTICULAR REPRESENTATIONS AND COVENANTS; ADDITIONAL BONDS

Section 9.01. Pavment of Parity Bonds,

Semiannually, on or before cach February 1 and August I while any of the Bonds are
outstanding and unpaid, the District shall make available to the Paying Agent/Registrar therefor,
out of the Interest and Sinking Fund, or if necessary, out of the Reserve Fund, money sufficient
to pay, on each of such dates, the principal of and interest on the Bonds as the same mature and
come due, or to redeem the Bonds prior to maturity, cither upon mandatory redemption or at the
option of the District. At the direction of the District, the Paying Agent/Registrar shall either
deliver canceled paid Bonds to the District or furnish the District with an appropriate certificate
of cancellation.
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Section 9.02. Additional Bonds,

(@)  The District shall have the right and power at any time and from time to time, and
in one or more series or issues, to authorize, issue, and deliver additional parity revenue bonds
(herein called “Additional Bonds™), in accordance with law, in any amounts, for any lawful
purpose, including the refunding of any Bonds, Additional Bonds, or other obligations. Such
Additional Bonds, if and when authorized, issued, and delivered in accordance with this
Resolution, shail be payable from and secured by a lien on and pledge of the Pledged Revenues,
equally and ratably on a parity in all respects with the Bonds and the Outstanding Parity Bonds.

(by  The principal of all Additional Bonds must be scheduled to be paid or mature on
February | or August ! (or both) of the years in which such principal is scheduled to be paid or
mature,

Section 9.03, Further Requirements for Additional Bonds,

Additional Bonds shall be issued only in accordance with this Resolution and no
installment, series, or issue of Additional Bonds shall be issued or delivered unless:

{(a) The President of the District and the Secretary of the District sign a written
certificate to the effect that the District is not in default as to any covenant, condition, or
obligation in connection with any Parity Bonds, and the resolutions authorizing same, and that
the Interest and Sinking Fund and the Reserve Fund contain the amounts then required to be
therein,

(b) L An independent certified public accountant, or independent firm of
certified public accountants, acting by and through a certified public aceountent, signs a written
certificate to the effect that, in his or her or its opinion, during either the next preceding fiscal
year, or any twelve consecutive calendar month period out of the 18-month period immediately
preceding the month in which the resolution authorizing the issuance of the then proposed
Additional Bonds is passed, the Pledged Revenues were at least 1,00 times an amount equal to
the average annual prineipal and interest requirements of the Parity Bonds and any Additional
Bonds which are scheduled to be outstanding after the delivery of the then proposed Additional
Bonds. It is specifically provided, however, that in calculating the amount of Pledged Revenues
for the purposes of this subsection (b), if there has been any increase in the rates or charges for
services of the System which is then in effect, but which was not in effect during all or any part
of the entire period for which the Pledged Revenues are being calculated (hereinafter referred to
as the “entire period”) then the certified public accountant, or in lieu of the certified public
accountant, a firm of consulting engineers, shall determine and certify the amount of Pledged
Revenues as being the total of (i) the actual Pledged Revenues for the entire period, plus (ii) a
sum equal to the aggregate amount by which the actual billings to customers of the System
during the entire period would have been increased if such increased rates or charges had been in
effect during the entire period,

1L As an alternative to the requirements of paragraph I of this subsection (b},
Additional Bonds may be issued if, based upon an opinion of legal counsel to the District, there
are Treated Water Supply Contracts then in effect pursuant to which the parties to such Treated
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Water Supply Contracts are obligated to make minimum payments to the District at such times
and in such amounts as shall be necessary 1o result in Pledged Revenues being sufficient to pay
when due al} principal of and interest on the Parity Bonds and the Additional Bonds proposed to
be isgued,

{c) Provision shall be made in the resolution authorizing the issuance of such
Additional Bonds for increasing the Reserve Fund to the Required Reserve Amount as required
by Section 7,10 hereof with proceeds of the Additional Bonds, or other available source or
combination of sources including Pledged Revenues, or both,

(&)  All caleulations of average annual principal and interest requirements of any
bondg or obligations made in connection with the issuance of any then proposed Additional
Bonds shall be made as of the date of such Additional Bonds; and aiso in making calculations for
such purpose, and for any other purpose under this Resolution, principal amounts of any bonds
or obligations which must be redeemed prior to maturity pursuant to any applicable mandatory
redemption requirements shall be deemed to be maturing amounts of principal of such bonds or
obligations,

Section 9.04, General Covenants,

The District further covenanis and agrees that in accordance with and to the extent
required or permitted by law;

(@)  Performance, It will faithfully perform at all times any and all covenants,
undertakings, stipulations, and provisions contained in this Resolution, and each resolution
authorizing the issuance of the Parity Bonds, and in each and every Parity Bond, that it will
promptly pay or cause o be paid the principal of and interest on every Parity Bond, on the dates
and in the places and manner prescribed in such resolutions, and Parity Bonds; and that it will, at
the times and in the manner preseribed, deposit or cause to be deposited the amounts required to
be deposited into the Interest and Sinking Fund and the Reserve Fund; and any holder of the
Parity Bonds may require the District, its officials, and employees, to carry out, respect, or
enforce the covenants and obligations of this Resolution, or any resolution authorizing the
issuance of the Parity Bonds, by all legal and equitable means, including specifically, but without
limitation, the use and filing of mandamus proceedings, in any court of competent jurisdiction,
against the District, its officials, and employees.

(b)  Legal Authority. The District is a duly created and existing political subdivision
of the State of Texas, and is duly authorized under the laws of the State of Texas to create and
issue the Parity Bonds; that all action on its part for the creation and issuance of the said
obligations has been or will be duly and effectively taken; and said obligations in the hands of
the holders and owners thereof are and will be valid and enforceable special obligations of the
Distrief in accordance with their terms,

(e) Title, The District has or will obtain lawful title to the lands, buiidings, structures,
and facilities constituting the System, and the District warrants that it will defend the title to all
the aforesaid lands, buildings, structures, and facilities, and every part thereof, for the benefit of
the holders and owners of the Parity Bonds, against the claims and demands of all persons
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whomsoever, and it is lawfully qualified to pledge the Pledged Revenues fo the payment of the
Parity Bonds in the manner prescribed herein, and has lawfully exercised such rights,

(@)  Liens, The District will from time to time and before the same become delinquent
pay and discharge all taxes, assessments, and governmenial charges, if any, which shall be
lawfully imposed upon it or the System; it will pay all lawful claims for rents, royalties, labor,
materials, and supplies which if unpaid might by law become a lien or charge thereon, the lien of
which would be prior to or interfere with the liens hereof, so that the priority of the liens granted
hereunder shall be fully preserved in the mannet provided herein; and it will not create or suffer
to be ereated any mechanic’s, laborer’s, materialmen’s, or other lien or charge which might or
could be prior to the liens hereof, or do or suffer any matter or thing whereby the liens hereof
might or could be impaired; provided, however, no such tax, assessment, or charge, and no such
¢laims which might be used as the basis of a mechanic’s, laborer’s, materialmen’s, or other lien
or charge, shall be required to be paid so long as the velidity of the same shall be contested in
good faith by the District, '

(¢)  Qperation of System; No Free Service. While any of the Parity Bonds are
outstanding and unpaid, the District shall continuousty and efficiently operate the System, and
sha!l maintain the System, or cause the System to be operated and maintained in good condition,
repair, and working order, all at reasonable cost, No free service of the System shall be allowed,
and should the District or any of its agencies, Instrumentalities, or customers make use of the
services and facilities of the System, payment monthly of the standard price of the services
provided shall be made out of funds from sources other than the revenues of the System, unless
made from surplus Pledged Revenues as permitted by Section 7.11(b) hereof.,

H Further Encumbrance. While any Parity Bonds are outstanding and unpaid, the
District shall not additionally encumber the Pledged Revenues in any manner, except as
expressly permitied in this Resolution in connection with Additional Bonds, unless said
encumbrance is made junior and subordinate in all respects to the liens, pledges, covenants, and
agreements of any Resolution authorizing the issuance of Parity Bonds; but the right of the
District to issue revenue bonds payable from a subordinate lien on surplus Pledged Revenues is
specifically recognized and retained.

(g)  Salc or Disposal of Property. Except with respeet to the rights of the Texas Water
Development Board (“TWDB”) to purchase up to fifty percent (50%) of certain portions of the
System pursuant to the TWDB’s State Participation Program {or programs of the TWDB or the
State to accomplish similar purposes), while any Parity Bonds are outstanding and unpaid, the
District shall not sell, convey, mortgage, encumber, lease {except to the extent such lease
payments shall be at the fair market value thercof and shall constitute Gross Revenues of the
System, and except to the extent that leases may require the prior approval of the TWDB), or in
any manner transfer title to, or dedicaie 1o other use, or otherwise dispose of, the System (except

as permitted in paragraph (f) hereof) or any significant or substan d that
whenever the District deems it necessary to dispose of any pro es, or
equipment, or dedicate such property to other use, it may do made

arrangements to replace the same or provide substitutes therefor, or it is determined by resolution
of the Board that no such replacement or substitute is necessary.
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(h)  Annusl Budget. The District shall prepare, prior to the beginning of each Fiscal
Year, an annual budget, in accordance with law, reflecting an estimate of cash receipts and
disbursements for the ensuing Fiscal Year in sufficient detail to indicate the probable Gross
Revenues and Pledged Revenues for such fiscal year,

i) Insurance.

i) The District covenants and agrecs that it will cause to be insured such
parts of the System as would usually be insured by corporations or companies, against
risks, accidents, or casualties against which and to the extent insurance is usually carried
by corporations operating like properties, including fire and extended coverage insurance.
Public liability and property damage insurance shall also be carried unless the general
connscl for the District, or the Attorney General of Texas, gives a written opinion to the
effect that the District, Board of Directors, and its officers and employees, are not liable
for claims which would be protected by such insurance. At any time while any confractor
engaged in construction work shall be fully responsible therefor, the District shall not be
required to carry insurance on the works being constructed, but the contractor shall be
required to carry appropriate insurance, All such policies shall be open to the inspection
of the owners of the Parity Bonds and their representatives at all reasonable times.

(i)  Upon the happening of any loss or damage covercd by insurance from one
or more of said causes, the District shall make due proof of loss and shall do all things
necessary or desirable fo cause the insuring companies to make payment in full directly to
the District. The proceeds of insurance covering such property, together with any other
funds necessary and available for such purpose, shall be used forthwith by the District for
repairing the property damaged or replacing the property destroyed; provided, however,
that if said insurance proceeds and other funds are insufficient for such purpose, then said
insurance proceeds pertaining to the System shall be used promptly as follows:

(A)  for the redemption prior to maturity of the Parity Bonds, ratably n
the proportion that the outstanding principal of each series or issue of bonds bears
to the total outstanding principal of all Parity Bonds; provided that if on any such
occasion the principal of any such series or issue is not subject to redemption, 1t
shall not be regarded as outstanding in making the foregoing computation; or

(B)  if nonc of the outstanding Parity Bonds is subject to redemption,
then for the purchase on the open market and retirement of said Parity Bonds, in
the same proportion as prescribed in the forcgoing clause (a), to the extent
practicable; provided that the purchase price for any such Parity Bond shall not
excecd the redemption price of such Parity Bond on the first date upon which it
becomes subject to redemption; or

(C)  to the extent that the foregoing clauses (a) and (b) cannot be
complied with at the time, the insurance proceeds, or the remainder thereof, shall
be deposited in a special and separate trust fund, at an official depository of the
District, to be designated the Insurance Account, The Insurance Account shall be
held until such time as the foregoing clauses (8) and/or (b) can be complied with,
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or unti! other funds become available which, together with the Insurance Account,
will be sufficient to make the repairs or replacements originally required,
whichever of said events occurs first,

(iliy  The annual audit hereinafier required shall contain a list of all such
insurance policies carried, together with a statement as to whether or not all insurance
premiums upon such policies have been paid.

1) Rate Covenant, The District covenants and agrees that it will fix, establish,
maintain, and collect such rentals, rates, charges, and fees for the use and availability of the
System as are necessary to produce Gross Revenues of the System sufficient (a) to pay all
Operation and Maintenance Expenses of the System, (b) to make all payments and deposits
required for the Parity Bonds in amounts sufficient to provide at least 1.0 times debt service
coverage of all Parity Bonds and required to be made into the Interest and Sinking Fund and to
maintain the Reserve Fund when and as required by this Resolution, (¢} to comply with any
provision contained in the Letter of Credit and Reimbursement Agreement for the Commercial
Paper Notes, and to pay to the extent the same are reasonably anticipated to be paid with Fledged
Revenues, the interest on and principal of the Commercial Paper Notes or the repayment of
borrowings or other amounts due the Bank under the Letter of Credit and Reimbursement
Agreements, as and when the same shall become due and any additional Subordinate Lien
Obligations, and (d) to pay all other legal obligations of the District, including those required
under any Master Agreement.

) Treated Water Supply Contracts. The District covenants and agrees that it will
comply with the terms and conditions of the Treated Water Supply Contracts and any
amendments thereto, and will, by all lawful means, enforce the same and cause the parties to
comply with all of their obligations thereunder. The District will not rescind, modify or amend
the Treated Water Supply Contracts in any way which would materially adversely affect the
operation of the System or the rights of the owners of the Parity Bonds.

{ Records. The District shall keep proper books of record and account in which
full, true, proper, and correct entries will be made of all dealings, activities, and transactions
relating to the System, the Pledged Revenues, and the Funds created pursuant to this Resolution,
and all books, documents, and vouchers relating thereto shall at all reasonable times be made
available for inspection upon request of any Bondholder or citizen of the District, - To the extent
consistent with the provisions of this Resolution, the District shall keep its books and records in a
manner conforming to standard accounting practices as usually would be followed by private
corporations owning and operating a similar System, with appropriate recognition being given to
essential differences between nunicipal and corporate accounting practices.

(m)  Audits. Afier the close of each fiscal year while any of the Bonds or Additional
Bonds are outstanding, an audit will be made of the books and accounts relating to the System
and the Pledged Revenues by an independent certified public accountant or an independent firm
of certified public accountants. As soon as practicable after the close of each such year, and
when said audit has been completed and made available to the District, a copy of such audit for
the preceding year shall be mailed to the Municipal Advisory Council of Texas, to each paying
agent for any bonds payable from Pledged Revenues, to any registered owner of the Bonds who
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shall so request in writing, and to First Southwest Company. The annual audit reports shall be
open to the inspection of the registered owners of Parity Bonds, and their agents and
representatives at all reasonable times,

(n)  Governmental Agencies, The District will comply with all of the terms and
conditions of any and all franchises, permits, and authorizations applicable 1o or necessary with
respect to the Systern, and which have been obtained from any governmental agency; and the
District has or will obtain and keep in full force and effect all franchises, permits, autherization,
and other requirements applicable to or neccssary with respect to the acquisition, construction,
equipment, operation, and maintenance of the Syster,

(o)  No Competition. The District will not operate, or grant any franchise or, to the
extent it legally may, permit the acquisition, construction, or operation of, any facilities which
would be in competition with the System, and to the extent that it legally may, the District will
prohibit any such competing facilities. '

ARTICLE X
TAX MATTERS

Section 10.01. Provisions Concerping Federal Income Tax Exclusion,

The District intends that the interest on the Bonds be excludable from gross income for
federal income tax purpeses pursuant to sections 103 and 141 through 150 of the Code, and the
applicable Treasury Regulations (the “Regulations™). The District covenants and agrees not to
take any action,.or omit to take any action within its control, that if taken or omitied,
respectively, would (i) cause the interest on the Bonds to be includable in gross income, as
defined in section 61 of the Code, for federal income tax purposes or (ii) result in the vielation of
or failure to satisfy any provision of sections 103 and 141 through 150 of the Code and the
Regulations that are applicable to the Bonds. In particular, the District covenants and agrees 1o
comply with each requirement of this Article X; provided, however, that the District shall not be
required to comply with any particular requirement of this Article X if the District has received
an opinion of nationally recognized bond counsel (“Counsel’s Opinion”) that (i) such
noncompliance will not adversely affect the exelusion from gross income for federal income tax
purposes of interest on the Bonds or (if) complianee with some other requirement set forth in this
Article X will satisfy the applicable requirements of the Code and the Regulations, in which case
compliance with such other requirement specified in such Counsel’s Opinion shall constitute
compliance with the corresponding requirement specified in this Article X.

Section 10.02. No Private Use or Payment and No Private Loan Financing,

The District covenants and agrees that it will make such use of the proceeds of the Bonds,
including interest or other investment income derived from Bond proceeds, regulate the use of
property financed, directly or indirectly, with such proceeds, and take such other and further
action as may be required so that the bonds will not be “private activity bonds” within the
meaning of section 141 of the Code and the Regulations promulgated thereunder. Moreover, the
District will certify, through an authorized officer, empleyee or agent, based upon all facts and
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estimates known or reasonably expected to be in existence on the date the Bonds are delivered,
that the proceeds of the Refunded Obligations have nof been and the proceeds of the Bonds will
not be used in & manner that would cause the Bonds to be “private activity bonds™ within the
megning of section 141 of the Code and the applicable Regulations.

Section 10.03, No Federal Guaranty,

The District covenants and agrees not to take any action, or knowingly omit to take action
within its control, that if taken or omitted, respectively, would cause the Bonds to be “federally
guaranteed” within the meaning of section 149(b) of the Code and the applicable Regulations
thereunder, except as permitted by section 149(b)(3) of the Code and such Regulations.

Section 10.04, No Hedge Bonds,

The District covenants and agrees that it has not and will not take any action, or has not
knowingly omitted and wiil not knowingly omit to take any action, within its control, that, if
taken or omitted, respectively, would cause the Bonds to be “hedge bonds” within the meaning
of section 149(g) of the Code and the applicable Regulations thereunder. Moreover, the District
will certify, through an authorized officer, employee or agent, based upon all facts and estimates
known or reasonably expected to be in existence on the date the Bonds are delivered, that the
proceeds of the Refunded Obligations have not been used in a manner that would cause the
Refunded Obligations or the Bonds to be “hedge bonds” within the meaning of section 149(g) of
the Code and the applicable Regulations.

The District covenants and agrees that it will make such use of the ptoceeds of the Bonds,
including interest or other investment income derived from Bond proceeds, regulate investments
of proceeds of the Bonds, and take such other and further action as may be required so that the
Bonds will not be “arbitrage bonds” within the meaning of section 148(a) of the Code and the
applicable Regulations promulgated thereunder. Moreover, the District will certify, through an
authorized officer, employee or agent, that, based upon all facts and estimates known or
reasonably expected to be in existence on the date the Bonds are delivered, that the proceeds of
the Refunded Obligations have not been and the proceeds of the Bonds will not be used in a
manner that would cause the Bonds to be “arbitrage bonds” within the meaning of seclion 148(a)
of the Code and the applicable Regulations,

Section 10.06, Arbitrage Rebate.

If the District does not qualify for an exception to the requirements of section 148(0) of
the Code relating fo the required rebate to the United States, the District will take all necessary
steps to comply with the requirement that certain amounts carned by the District on the
investment of the “gross proceeds” of the Bonds (within the meaning of section T4R(D(6)B) of
the Code), be rebated to the federal government, Specifically, the District will (i) mainfain
records regarding the investment of the gross proceeds of the Bonds as may be required to
calculate the amount earned on the investment of the gross proceeds of the Bonds scparately
from records of amounts on deposit in the funds and accounts of the District allocable to other
bond issues of the District or moneys which do not represent gross proceeds of any bonds of the
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District, (i) determine at such times as are required by the applicable Regulations, the amount
earned from the investment of the gross proceeds of the Bonds which is required to be rebated to
the federal government, and (iii) pay, not less often than every fifth anniversary date of the
delivery of the Bonds, or on such other dates as may be permitted under the Regulations, all
amounts required to be rcbated to the federal government, Further, the District will not
indirectly pay any amount otherwise payable to the federal government pursuant to the foregoing
requirements to any person other than the federal government by entering into any investment
arrangement with respect to the gross proceeds of the Bonds that might result in a reduction in
the amount required to be paid to the federal government because such arrangement results in a
smaller profit or a larger loss than would have resulted if the arrangement had been at arm’s
length and had the yield on the issue not been relevant to cither party.

Section 10.07. Information Reporting,

The District covenants and agrees to file or cause to be filed with the Secretary of the
Treasury, not later than the 15th day of the second calendar month after the close of the calendar
quarter in which the Bonds are issued, an information statement concerning the Bonds, ali under
and in accordance with section 149(c) of the Code and the applicable Regulations.

Section 10,08, Reeord Retention,

' The District will retain all pertinent and material records relating to the use and
expenditure of the proceeds of the Refunded Obligations and the Bonds until three years after the
last Bond is redeemed, or such shorter period as authorized by subsequent guidance issued by the
Department of Treasury, if applicable. All records will be kept in a manner that ensures their
complete access throughout the retention period. For this purpose, it is acceptable that such
records are kept either as hardcopy books and records or in an clectronic storage and retrieval
system, provided that such electrenic system includes reasonable controls and quality assurance
programs that assurc the ability of the District to retricve and reproduce such books and reconds
in the event of an examination of the Bonds by the Internal Revenue Service.

Section 10.09. Registration.
The Bonds will be issued in registered form.

Section 10,10, Deliberate Actions. The District will not take a deliberate action (as
defined in section 1.141-2(d)(3) of the Regulations) that causes the Bonds 1o fail to meet any
requirement of section 141 of the Code after the issue date of the Bonds unless an appropriate
remedial action is permitted by section 1.141-12 of the Regulations, such remedial action is
taken, and a Counsel’s Opinion is obtained that such remedial action cures any failure to meet
the requirements of section 141 of the Code.

Section 10,11, Continuing Obligation,

Notwithstanding any other provision of this Resolution, the District’s obligations under
the covenants and provisions of this Article X shall survive the defcasance and discharge of the
Bonds for as long as such matters are relevant to the exclusion from gross income of interest on
the Bonds for federal income tax purposes.
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ARTICLE X1
DISCHARGE
Section 11.01. Discharge,

The District reserves the right to defease, refund or discharge the Bonds in any manner
permitted by law.

Section 11,02. Bonds as Negotiable Instruments,

Lach of the Bonds shall be deemed and construed to be an “Investment Security” and, as
such, a negotiable instrument, within the meaning of Asticle § of the Texas Uniform Commercial
Code.

ARTICLE Xi1

MODIFICATIONS AND AMENDMENTS

Section 12.01, Amendments and Moéiﬁcationg of Resolution,

{a) The owners of 51% in principal amount of the Parity Bonds then outstanding shall
have the right from time fo time to approve any amendment to any resolution authorizing the
isspance of any Parity Bonds, which may be deemed necessary or desirable by the District,
provided, however, that nothing herein contained shall permit or be construed to permit the
amendment of the terms and conditions in said resolutions or in the Parity Bonds so as to:

I, Make any change in the maturity of the outstanding Parity Bonds;

2, Reduce the rate of interest borne by any of the outstanding Parity Bonds;

3. Reduce the amount of the principal payable on the outstanding Parity
Ronds;

4, Modify the terms of payment of principal of or interest on the outstanding
Parity Bonds, or impose any conditions with respect to such payment;

5. Affect the rights of the owners of less than all of the Parity Bonds then
putstanding;

6. Change the minimum percentage of the principal amount of Parity Bonds

necessary for consent to such amendment,

(b)  Ifat any time the District shall desire to amend a resclution under this Section, the
District shall ecause notice of the proposed amendment to be published in a financial newspaper
or journal published in The City of New York, New York once during each calendar week for at
least two successive calendar weeks. Such notice shall briefly set forth the nature of the
proposed amendment and shall state that a copy ‘thereof is on file at the principel office of each
paying agent for any of the Parity Bonds, for inspection by all owners of Parity Bonds. Such
publication is not required, however, if notice in writing is given to each owner of Parity Bonds,

(c) Whenever at atty time not léss than thirty days, and within one year, from the date
of the first publication of said notice or other service of written notice the District shall receive
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an instrument or instruments exccuted by the owners of at least 51% in aggregate principal
amount of all Parity Bonds then outstanding, which instrumert or instruments shall refer to the
proposed amendment described in sald notice and which specifically consent to and approve
such amendment in substantially the form of the copy thereof on file as aforesaid, the District
may adopt the amendatory resolution in substantially the same form.

()  Upon the adoption of any amendatory resolution pursuant to the provisions of this
Section, the resolution being amended shall be deemed to be amended in accordance with the
amendatory resolution, and the respective rights, duties, and obligations of the District and all the
owners of then outstanding Parity Bonds and all future Additional Bonds shall thereafter be
determined, exercised, and enforced hercunder, subject in all respects to such amendment.

(¢)  Any consent given by the owner of a Parity Bond pursuant to the provisions of
this Section shall be irrevocable for a period of six months from the date of the first publication
or giving of the notice provided for in this Section, and shall be conclusive and binding upon all
future owners of the same Parity Bond during such period. Such consent may be revoked at any
time after six months from the date of the first publication of such notice by the owner who gave
such consent, or by a suceessor in title, by filing notice thereof with the paying agent for such
Bond and the District, but such revocation shall not be effeetive if the owners-of 51% in
aggregate principal amount of the then cutstanding Parity Bonds as in this Section defined have,
prior to the attempted revocation, consented fo and approved the amendment.

() Yor the purpose of this Section, the ownership of and other matters relating to the
Bonds shall be determined from the registration books kept by the registrar therefor.

ARTICLE X111
CONTINUING DISCLOSURE UNDERTAKING
Section 13.01, Definitions of Continuing Disclosure Terms,

As used in this Article, the following terms have the meanings assigned (o such terms
below;

“EMMA” means the Electronic Municipal Market Access System,

- “MSRRB” means the Municipal Securities Rulemaking Board,
“Rule” means SEC Rule 15¢2-12, as amended from time to time.
“SEC” means the United States Securities and Exchange Commission.

Seetion 13,02, Annual Reports,

{a) Unless provided otherwise in the Pricing Certificate, the District shall provide or
cause 10 be provided annually to the MSRB, (1) within six (6) months after the end of cach fiscal
year, financial information and operating data with respect to the District and each “obligated
person,” within the meaning of the Rule (referred to sometimes as “Obligated Person” and
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sometimes as “Significant Obligated Person” herein), of the general type 10 be included in the
final Official Statement, being the information described in the Pricing Certificate, including
financial statements of the District or the Obligated Persons if audited financial statements are
then available, and (2) if not provided as part of such financial information and operating data,
audited financial statements of the District and the Obligated Persons, when and if available.
Any financial statements so to be provided shall be (i) prepared in accordance with the
accounting principles described in the Pricing Certificate, (i) audited, if the District or Obligated
Person respectively commissions an audit of such statements and the audit is completed within
the period during which they must be provided, and (ii) submitted through EMMA in an
electronic format with accompanying identifying information, as prescribed by the MSRB, If the
audit of such financial statcments is not available within 12 months after any such fiscal year end
of the District or Obligated Persons, then the District shall provide or causc the Obligated
Persons to provide notice that audited financial statements are not available and shall provide or
caugse the Obligated Persons to provide unaudited financial statements for the applicable fiscal
year to the MSRB. Thereaftér, when and if audited financial statements become available, the
District shall provide or cause the Obligated Persons to provide such audited financial statements
as required to the MSRB. All such information and operating data shall be provided to the
MSRBE, in an electronic format, accompanied by identifying information, as prescribed by the
MSRB, and will be available via the Electronic Municipal Market Access ("EMMA”) System at
www.emma.msrb.org. )

(b)  If the District changes its fiscal year, or if any Obligated Person changes its fiscal
year, the District will notify or cause to be notificd the MSRB of the change (and of the date of
the new fiscal year end) prior to the next date by which the District otherwise would be required
to provide or cause fo be provided financial information and operating data pursuant to this
Section,

(¢} The financial information and operating data to be provided pursuant to this
Section may be set forth in full in one or more documents or may be included by specific
reference to any document gvailable to the public (including an official statement or other
offering document, if it is available from the MSRB) that theretofore has been provided to the
MSRB or filed with the SEC,

Section 13.03. Material Event Notices,

(a)  The District shall notify the MSRB, in a timely manner not in excess of ten (10)
Business Days after the occurrence of the event, of any of the following events with respect to
the Bonds:

8! Principal and interest payment delinquencies;
(i)  Non-payment related defaults, if material;

(i) Unscheduled draws on debt service reserves reflecting financial
difficuities,

(iv)  Unscheduled draws on credit enhancements reflecting financial
difficulties;
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{v) Substitution of credit or Hguidity providers, or their failure to perform;

(vi)  Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or. final determinations of taxability, Notices of Proposed Issue (IRS Form
57061-TER) or other material notices or determinations with respect to the tax status of the
Bonds, or other material events affecting the tax status of the Bonds;

(vil) Modifications to rights of holders of the Bonds, if material
{viii) Bond éal!s, if material, and tender offers;
(ix)  Defeasances;

(x)  Release, substitution, or sale of property sccuring repayment of the Bonds,
if material;

(xi}  Rating changes;

(xii) Bankruptey, insolvency, receivership or similar event of the District or an
Obligated Person;

(xiii} The consummation of a merger, consolidation, or acquisition involving the
District or an Obligated Person or the sale of all or substantially all of the assets of the
District or an Obligated Person, other than in the ordinary course of business, the entry
into a definitive agreement to undertake such an action or the termination of a definitive
agreement relating to any such actions, other than pursuant to its terms, if material; and

(xiv) Appointment of a suceessor Paying Agent/Registrar or change in the name
of the Paying Agent/Registrar, if material,

(b)  As used in clause (xii) above, the phrase “bankruptey, insolvency, receivership or
similfar event” means the appointment of a receiver, fiscal agent or similar officer for the District
or an Obligated Person in a proceeding under the U.S. Bankruptcy Code or in any other
proceeding under state or federal law in which a court of governmental authority has assumed
jurisdiction over substantially all of the assets or business of the District or an Obligated Person,
or if jurisdiction has been assumed by leaving the governing body and officials or officers of the
District or an Obligated Person in possession but subject to the supervision and orders of a court
or governmental authority, or the entry of an order confirming a plan of reorganization,
arrangement or liquidation by a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the District or Obligated Person.

(¢ The Distriet shall notify the MSRB, in a timely manner, of any failure by the
District to provide financial information or operating data in accordance with Section 13.02 of
this Resolution by the time required by such Section.
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Section 13.04. Limitations, Disclaimers and Amendments.

(a)  The Distriet shall be obligated to observe and perform the covenants specified in
this Article for so long as, but only for so long as, the District remains an Obligated Person with
respect to the Bonds within the meaning of the Rule, except that the District in any event will
give notice of any deposit made in accordance with Article X1 that causes Bonds no longer to be
Outstanding,

(b)  The provisions of this Article are for the sole benefit of the Owners and beneficial
owners of the Bonds, and nothing in this Article, express or implied, shull give any benefit or any
legal or equitable right, remedy, or claim hereunder to any other person. The Distriet undertakes
to provide only the financial information, operating data, financial statements, and notices which
it has expressly agreed to provide pursuant to this Article and does not hereby undertake to
nrovide any other information that may be relevant or material to a complete presentation of the
District’s financial results, condition, or prospeets or hereby undertake to update any information
provided in accordance with this Article or otherwise, except as expressly provided herein. The
Distriet does not make any representation or warranty concerning such information or its
usefulness to a decision to invest in or s¢li Bonds at any future date.

UNDER NO CIRCUMSTANCES SHALL THE DISTRICT OR AN OBLIGATED
PERSON BE LIABLE TO THE OWNER OR BENEFICIAL OWNER OF ANY BOND OR
ANY OTHER PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN
WHOLE OR IN PART FROM ANY BREACH BY THE DISTRICT, WHETHER
NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED IN
THIS ARTICLE, BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN
CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE
LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE.

{(c) No default by the District in observing or performing its ebligations under this
Atticle shall comprise a breach of or default under the Resolution for purposes of any other
provisions of this Resolution,

(d)  Nothing in this Article is intended or shall act to disclaim, waive, or otherwise
limit the duties of the District under federal and state securities iaws,

(¢)  The provisions of this Article may be amended by the District from time to time
to adapt to changed circumstances that arise from a change in legal requirements, a change in
law, or a change in the identity, nature, status, or type of operations of the District or an
Obligated Person, but only if (i) the provisions of this Article, as so amended, would have
permifted an underwriter to purchase or sell Bonds in the primary offering of the Bonds in
compliance with the Rule, taking into account any amendments or interpretations of the Rule to
the date of such amendment, as well as such changed circumstances, and (ii) either (a) the
Owners of a majority in aggregate principal amount (or any greater amount required by any other
provisions of this Resolution that authorizes such an amendment) of the outstanding Bonds
consent to such amendment or (b) a person that is unaffillated with the District (such as
nationally recognized bond counsel) determines that such amendment will not materially impair
the interests of the Owners and beneficial owners of the Bonds. I the District so amends the
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provisions of this Article, it shall includc with any amended financial information or operating
data next provided in accordance with Section 13.02 an explanation, in narrative form, of the
reasons for the amendment and of the impact of any change in the type of financial information
or operating data so provided.

ARTICLE XIV

DEFAULT AND REMEDIES
Section 14.91. HEvenis of Default,

Each of the following occurrences or events for the purpose of this Resolution is hereby
declared to be an “Event of Default,” to-wit:

(8)  the failure to make payment of the principal of, redemption premium, if any, or
interest on any of the Bonds when the same becomes due and payable; or

(b)  default in the performance or observance of any other covenant, agreement or
obligation of the District, the failure to perform which materially, adversely affects the rights of
the Owners, including but not limited to, their prospect or ability to be repaid in accordance with
this Resolution, and the continuation thereof for a period of 60 days after notice of such default is
given by any Owner to the District,

Section 14,02, Remedies for Default.

(a)  Upon the happening of any Event of Default, then and in every casc any Owner or
an authotized representative thereof, including but not limited to, a trustee or trustces therefor,
may proceed against the District for the purpose of protecting and enforcing the rights of the
Owners under this Resolution, by mandamus or other suit, action or special proceeding in equity
or at law, in any court of competent jurisdiction, for any relief permitted by law, including the
specific performance of any covenant or agreement contained herein, ot thereby to enjoin any act
or thing that may be unlawful or in violation of any right of the Owners hereunder or any
combination of such remedies,

(b) It is provided that all such proceedings shall be instituted and maintained for the
equal benefit of all Owners of Bonds then outstanding,

Section 14,03, Remedies Not Exclusive.

(2)  No remedy herein conferred or reserved is intended to be exclusive of any other
available remedy or remedies, but each and every such remedy shall be cumulative and shall be
in addition to every other remedy given hereunder or under the Bonds or now or hereafler
existing at law or in equity; provided, however, that notwithstanding any other provision of this
Resolution, the right to accelerate the debt evidenced by the Bonds shall not be available as a
remedy under this Resolution,

(b)  The exercise of any remedy herein conferred or reserved shall not be deemed a
waiver of any other available remedy.
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ARTICLE XV

SUBSCRIPTION FOR SECURITIES; APPROVAL OF ESCROW AGREEMENT,
PAYMENT OF REFUNDED OBLIGATIONS

Section 15,01, Payvment of Paving Apency Fees.

Prior to the Closing Date, the District shall ascertain from the paying agent for the
Refunded Obligations the amount of all future fees and expenses for its paying agency services
with respect o the Refunded Obligations. Concurrently with the sale and delivery of the Bonds,
the District shall cause an amount sufficient to pay such future fees and expenses to be paid to
each such paying agent or to otherwise provide for payment thereof as permitted by applicable
law.

Section 15.02. Escrow Agreement for Refunded Bonds,

The discharge and defeasance of the Refunded Bonds shall be effectuated pursuant to the
terms and provisions of an Escrow Agreement (the “Escrow Agreement”) to be entered into by
and between the District and the Escrow Agent, the terms and provisions of which, as completed
and delivered by the any member of the Pricing Committee pursuant to the Pricing Certificate,
are hereby approved, subject to such insertions, additions and modifications as shall be necessary
to (i) carry out the program designed for the District and which shall be certified as to
mathematical accuracy and sufficiency, (it} minimize the District’s costs of refunding, (iii)
comply with all applicuble laws and regulations relating to the refunding of the Refunded Bonds,
(iv) carry out the other intents and purposes of this Resolution and (v) comply with the terms set
forth in the Pricing Certificate, and any member of the Pricing Committee is hereby authorized to
execute and deliver such Escrow Agreement on behalf of the District in multiple counterparts
and the Secretary of the Board is hereby authorized to attest thereto,

Section 15,03, Redemption of Refunded Bonds,

The District hereby calls the Refunded Bonds for redemption prior fo maturity on the
dates and at the prices set forth in the Pricing Certificate. Any member of the Pricing Committee
is hereby directed to give notice to the paying agent for the Refunded Bonds of such redemption
by delivering to such paying agent a certified copy of this Resolution and an executed copy of
the Pricing Certificate and the delivery of such Resolution and Pricing Certificate shall constitute
the giving of notice to such paying agent of the redemption of the Refunded Bonds, The paying
agent for the Refunded Bonds is hereby authorized and direcied to give notice of such
redemption to the owners thereof pursuani to such resolutions authorizing the issuance thereof.

Section 15.04. Purchase of Escrow Securities.

To assure the purchase of the Escrow Securities, if any, to be identified in the Escrow
Agreement, any member of the Pricing Committee is hereby authorized to subscribe for, agree to
purchase, and purchase such Escrow Seccurities in such amounts and maturities and bearing
interest at such rates as may be provided for in the Escrow Agreement, and 1o execute any and all
subscriptions, purchase agteements, commitments, letters of authorization and other documents
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necessary to effectuate the foregoing, and any actions heretofore taken for such purpose are
hereby ratified and approved. ,

Section 15.05, Payment of Refunded Commercial Paper Notes.

The principal of and interest on the Refunded Commercial Paper Notes shall be paid on
the date therefor deseribed in the Pricing Certificate, Each member of the Pricing Committee is
hereby authorized and directed to cause proper notices of such payment to be given fo the
appropriate persons as required under the documents authorizing the issuance of the Commercial
Paper Notes from the amounts deposited with the Refunded Commercial Paper Notes Issuing
and Paying Agent for such purpose,

ARTICLE XVI

MISCELLANEOUS

Sectiont 16,01, Changes to Resolution,

Any member of the Pricing Committee, in consultation with Co-Bond Counsel, is hereby
authorized to make changes to the terms of this Resolution if necessary or desirable to carry out
the purposes hereof or in connection with the approval of the issuance of the Bonds by the
Attorney General of Texas,

Section 16,02, Partial Invalidity.

I any section, paragraph, clause or provision of this Order shall for any reason be held to
be invalid or unenforceable, the invalidity or unenforceability of such section, paragraph, clause
or provision shall not affect any of the remaining provisions of this Resolution.

Section 16.03. No Personal Liability.

No recourse shall be had for payment of the principal of or interest on any Bonds or for
any claim based thereon, or on this Resolution, against any official or employee of the District or
any person executing any Bonds,
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FINALLY ADOPTED, APPROVED AND EFFECTIVE this of March, 2015,

Board of Directors,
Upper Trinity Regional Water District
ATTEST:

Z

of 18,
Upper Trinity Regional Water District

Resolution of Authorization



SCHEDULEI
SCHEDULE OF REFUNDED OBLIGATION CANDIDATES

Refunded Bond Candidates

Regional Treated Water Supply System Revenue Bonds, Series 2004

Regional Treated Water Supply System Revenue Refunding Bonds, Series 2005

Refunded Commercial Paper Note Candidates

Regional Treated Water Supply System Revenue Commercial Paper Notes,
Series A in a principal amount not to exceed $18,000,000

Schedule 1
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EXHIBIT A
TREATED WATER SUPPLY CONTRACTS

YLE
CORPORATION

Treated Water Supply Contract between the District and Arpyle Water Supply
Corporation, Bartonville Water Supply Corporation and Mustang Water Supply Corporation,
dated November 2, 1990, as amended by:

Amendments Pertaining to al] Parties

First Amendment, dated May 7, 1992

Second Amendment, dated May 7, 1992 (Mustang rescinds)
Revised Exhibit B, dated June 1, 1992

Third Amendment, dated March 4, 1993

s & & @

Amendments Pertaining 1o Argyie

. Fourth Amendment, dated January 8, 1999 (Argyle)
. (Fifth) Amendment, dated February 4, 1999 (Argyle)
. (Sixth) Amendment, dated January 20, 2011 {Argyle)

Amendments Pertaining to Barfonville

. (Fourth) Amendment, dated February 4, 1999 (Bartonville)
OF
Treated Water Supply Contract between Upper Trinity Regional Water District (the
“Distriet”) and Town of Corinth, City of Highland Village, Lake Cities Municipal Utility
Authority, Town of Northlake, City of Pilot Point and Distriet of Sanger, dated November 13,
1990, as amended by:

Amendments Pertaining to all Parties

™ First Amendment, dated May 7, 1992

. Agreement to Rescind Upper Trinity Regional Water District Regional Treated
Water Supply Participating Member Contract, dated March 4, 1993 (Town of
Northlake rescinds)

. Pilot Point’s contract is superceded by its Growth Member Contract, dated July 1,
1999

. Option to Revise Water Supply Requirement, dated March4, 1993 (Highland
Village)

Exhibit A~1
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. Addendum, dated March 5, 1998 (Highland Village)
. Amendment, dated February 4, 1999 (Highland Village)
™ Amendment, dated March 22, 2005 (Highland Village)

Amendments Pertaining to Corinth

» Second Amendment, dated February 4, 1999 (Corinth)
. Third Amendment, dated September 2, 1999 (Corinth)

Amendments Pertaining to Lake Cities

. {Second) Amendment, dated October 1, 1997 (Lake Cities)

. Third Amendment, dated August 6, 1998 (Lake Cities)

. (Fourth) Amendment, dated February 4, 1999 (Lake Cities)

. Fifth Amendment, dated September 2, 1999 (Lake Cities)

DENTON COUNTY FRESH WATER SUPPLY DISTRICT NO. 1-A

Treated Water Supply Contract between the District and Denton County Fresh Water Supply

District No. 1, dated May 7, 1992, as amended by:

. Assignment and Assumption Contract between Denton Coimty Fresh Water

Supply District No. 1, Denton County Fresh Water Supply District No. 1-A, and
Denton County Fresh Water Supply District No, 1-B, as approved by Upper
Trinity Regional Water District, dated July 13, 1995

. Assignment and Assumption Confract by and between the District and Denton
County Fresh Water Supply District No. 1-A, dated August 13, 1997
. Assignment and Assumption Coniract by and between the District and Denton

County Fresh Water Supply District No, 1-A, dated May 3, 1999
. Amendment, dated May 26, 1999

MUSTANG SPECIAL UTILITY DISTRICT
Terminated Regional Treated Water Supply Contract for Additional Participating Utility between
the District and Mustang Water Supply Corporation, dated as of November 19, 1998, as
amended, and replaced with Regional Treated Water Supply Contract, dated February 10, 2003,
establishing UTRWD additional participating membership for Mustang Special Utility District:

. Amendment, dated June 1, 2006

TOWN OF FLOWER MOUND
Regional Treated Water Supply Service Contract for Additional Participating Member with
Town of Flower Mound, dated May 7, 1992, as amended by:

* Amendment, dated June 3, 1999

TOWN OF LINCOLN PARK
Upper Trinity Regional Water District Treated Water Supply Contract for Additional
Participating Member With Town of Lincoln Park, dated May 6, 1999

Bxhibit A-2
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HW D O
Terminated Upper Trinity Regional Water Distriet Treated Water Supply Contract for Additional
Participating Member With Denton County Development District No. 4, dated September 2,
16069, and assigned all rights to such coniract, including amendments to Denton County Fresh
Water Supply Distriet No. 7, dated November 15, 200 ,
. Contract, dated November 15, 2001, establishing UTRWD additional
participating membership for DCFWSD No. 7

CITY OF AUBREY
Regional Treated Water Supply Service Contract for Additional Participating Member With City
of Aubrey, dated March 18, 1999

CITY OF CELINA
Regional Treated Water Supply Service Contract for Additional Participating Member With City
of Celina, dated February 14, 2000

) Amendment, dated September 22, 2003,

CITY OF JUSTIN
Regional Treated Water Supply Service Contract for Additional Participating Member with City
of Justin, dated July 1, 2000

CITY OF KRUM
Regional Treated Water Supply Service Contract for Additional Participating Member with City
of Krum, dated September 18, 2003,

YD O
Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No. 8a, dated August 29, 2001 as amended by:
Amendment, dated September 6, 2001
Second Amendment to Participating Customer Contract, dated May 2, 2002
Amendment to Participating Customer Contract, dated February 24, 2004
Agreement Regarding Alternative Project Payment, dated March 30, 2004
Agreement to Participating Customer Contract, dated October 23, 2008

COUNTY H S

DISTRICTNO. &)
Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No, 9, dated August 29, 2001 as amended by:

) Amendment, dated September 6, 2001

L] Amended to Participating Customer Contract, dated March 18, 2004

L] Second Amendment to Participating Customer Contract, dated March 2, 2006

. Third Amendment to Participating Customer Contract, dated May 4, 2006

Exhibit A-3
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WATER 8

Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No. 10, dated August 29, 2001 as amended by:

Amendment, dated September 6, 2001

Agreement Regarding Alternative Project Payment, dated March 18, 2004
Amendment to Participating Customer Contract, dated April 1, 2004

Third Amendment to Participating Customer Contract, dated May 4, 2000
Amendment Regarding Alternative Project Payment, dated October 16, 2008
Fourth Amendment to Participating Customer Contract, dated September 3, 2009

1-A

Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No. 11, dated August 29, 2001 as amended by:

. Amendment, dated September 6, 2001
. Amendment to Participating Contract with Denton County Fresh Water Supply
District No, 11-A, dated February 24, 2004
J Agreement Regarding Alternative Project Payment, dated March 30, 2004
. Amendment Regarding Alternative Project Payment, dated October 23, 2008
TOWN OF NORTHLAKE

Regional Treated Water System Additional Participating Customer Contract with Town of
Northlake, dated as of December 2, 2010

48202093
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UPPER TRINITY REGIONAL WATER DISTRICT
TWDB SWIFT Application
Part C, Number 31

5/21/2015 16:46

Minimum annual

Usage fee per

Annual Operations

Annual Capital

Annual Debt Service

Entity amount (1) 1,000 gallons and Maintenance (2) Costs (3) 4) Other
ARGYLE WSC 98,550,000 $0.95 $ 174,959.60 $ 227,898.61 $ 428,064.39 N/A
CROSS TIMBERS 164,250,000 $0.95 $ 181,989.60 $ 325,569.44 $ 611,520.56 N/A
CELINA 164,250,000 $0.95 $ 261,335.50 $ 325,569.44 $ 611,520.56 N/A
CORINTH 492,750,000 $0.95 $ 920,445.50 $ 976,708.32 $ 1,834,561.69 N/A
DENTON COUNTY FRESH WATER SUPPLY DISTRICT #1A 197,100,000 $0.95 $ 478,872.20 $ 390,683.33 $ 733,824.68 N/A
FLOWER MOUND 1,708,200,000 $0.95 $ 2,702,834.55 $ 3,906,833.29 $ 7,338,246.77 N/A
HIGHLAND VILLAGE 197,100,000 $0.95 $ 809,937.89 $ 390,683.33 $ 733,824.68 N/A
JUSTIN 36,500,000 $0.95 $ 58,724.25 $ 97,670.83 $ 183,456.17 N/A
KRUM 29,200,000 $0.95 $ 126,530.25 $ 52,091.11 $ 97,843.29 N/A
LAKE CITIES MUNICIPAL UTILITIES AUTHORITY 249,660,000 $0.95 $ 466,187.80 $ 494,865.55 $ 929,511.26 N/A
LINCOLN PARK 6,570,000 $0.95 $ 13,154.77 $ 13,022.78 $ 24,460.82 N/A
MUSTANG WSC 8,760,000 $0.95 $ 318,412.11 $ 364,637.77 $ 684,903.03 N/A
SANGER 32,850,000 $0.95 $ 53,242.75 $ 65,113.89 $ 122,304.11 N/A
DENTON COUNTY FRESH WATER SUPPLY DISTRICT #7 203,670,000 $1.02 $ 518,761.75 $ 403,706.11 $ 758,285.50 N/A
DENTON COUNTY FRESH WATER SUPPLY DISTRICT #8 0 $1.02 $ 104,174.43 $ 282,594.27 $ 530,799.85 N/A
PROVIDENCE VILLAGE 0 $1.02 $ 231,252.36 $ 312,546.66 $ 587,059.74 N/A
DENTON COUNTY FRESH WATER SUPPLY DISTRICT #10 0 $1.02 $ 247,197.15 $ 312,546.66 $ 587,059.74 N/A
DENTON COUNTY FRESH WATER SUPPLY DISTRICT #11A 0 $1.02 $ 200,589.31 $ 390,683.33 $ 733,824.68 N/A
TOWN OF NORTHLAKE 19,710,000 $1.02 $ 68,730.20 $ 39,068.33 $ 73,382.47 N/A
TOTAL 3,609,120,000 N/A $ 7,937,331.97 $ 9,372,493.06 $ 17,604,454.00 N/A
Notes:

(1) - Minimum annual amount in gallons

(2) - Annual Operations & Maintenance for FY2014
(3) - Annual Capital Costs for FY2014

(4) - Annual Debt Service for FY2014
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TWDB SWIFT Application
Part C, Number 45
UPPER TRINITY REGIONAL WATER DISTRICT

Net Revenue Pro Forma

Fiscal

Y ear

Ended Operating Operating Available For Debt Coverage
9/30 Revenues Expenses Debt Service Servicer* Coverage Ratio
2015 $35,847,827 $13,441,843 $ 22,405,984 $18,021,689 4,384,295 124
2016 36,923,262 13,845,098 23,078,164 $18,277,984 4,800,180 1.26
2017 38,030,960 14,260,451 23,770,509 $ 18,291,826 5,478,683 1.30
2018 39,171,889 14,688,265 24,483,624 $19,494,830 4,988,794 1.26
2019 40,347,046 15,128,913 25,218,133 $19,281,176 5,936,957 131
2020 41,557,457 15,582,780 25,974,677 $ 17,800,245 8,174,432 1.46
2021 41,973,032 15,738,608 26,234,424 $ 17,368,052 8,866,372 151
2022 42,392,762 15,895,994 26,496,768 $ 16,019,474 10,477,294 1.65
2023 42,816,690 16,054,954 26,761,736 $ 16,153,782 10,607,953 1.66
2024 43,244,856 16,215,503 27,029,353 $ 18,350,006 8,679,347 147
2025 43,677,305 16,377,658 27,299,646 $ 18,457,951 8,841,696 148
2026 44,114,078 16,541,435 27,572,643 $ 16,006,945 11,565,698 172
2027 44,555,219 16,706,349 27,848,369 $ 13,545,284 14,303,086 2.06
2028 45,000,771 16,873,918 28,126,853 $12,872,724 15,254,129 2.18
2029 45,450,779 17,042,657 28,408,122 $11,948,844 16,459,277 2.38
2030 45,905,286 17,213,084 28,692,203 $ 9,092,887 19,599,316 3.16
2031 46,364,339 17,385,214 28,979,125 $ 7,661,353 21,317,772 3.78
2032 46,827,983 17,559,067 29,268,916 $ 7,653,454 21,615,462 3.82
2033 47,296,263 17,734,657 29,561,605 $ 6,854,654 22,706,951 431
2034 47,769,225 17,912,004 29,857,221 $ 6,851,688 23,005,533 4.36
2035 48,246,917 18,091,124 30,155,794 $ 5,552,123 24,603,671 5.43
2036 48,729,387 18,272,035 30,457,351 $ 5,547,148 24,910,203 5.49
2037 49,216,681 18,454,756 30,761,925 $ 5,549,977 25,211,948 554
2038 49,708,847 18,639,303 31,069,544 $ 4,612,804 26,456,740 6.74
2039 50,205,936 18,825,696 31,380,240 $ 4,616,368 26,763,872 6.80
2040 50,707,995 19,013,953 31,694,042 $ 3,807,782 27,886,261 8.32
2041 51,215,075 19,204,093 32,010,982 $ 3,814,323 28,196,660 8.39
2042 51,727,226 19,396,134 32,331,092 $ 3,814,455 28,516,638 8.48
2043 52,244,498 19,590,095 32,654,403 $ 3,813,130 28,841,274 8.56
2044 52,766,943 19,785,996 32,980,947 $ 3,815,355 29,165,593 8.64
2045 53,294,613 19,983,856 33,310,757 $ 3,545,339 29,765,418 9.40
2046 53,827,559 20,183,694 33,643,864 $ 1,462,919 32,180,946 23.00
2047 54,365,834 20,385,531 33,980,303 $ 1,465,814 32,514,489 23.18
2048 54,909,493 20,589,387 34,320,106 $ 1,465,506 32,854,600 23.42
2049 55,458,587 20,795,280 34,663,307 $ 1,461,960 33,201,347 2371

**Derived from Current and Projected Debt Service Schedule on the following page.



TWDB SWIFT Application
Part C, Number 45
UPPER TRINITY REGIONAL WATER DISTRICT

Current and Projected Debt Service Schedule

Fiscal The Bonds Total
Year Series 2015 Series 2015 Outstanding % of
Ended System Outstanding Debt 30 Year Deferred Interest State Participation Parity Principal
9/30 Principal Interest Total Principal Interest Total Principal Interest Total Debt Retired
2015 $ 11,550,000 $ 6,471,689 $ 18,021,689 $ - $ - - $ 18,021,689
2016 11,445,000 6,832,984 18,277,984 - - - - 18,277,984
2017 11,830,000 6,461,826 18,291,826 - - - - 18,291,826
2018 13,340,000 6,013,046 19,353,046 - - - - 141,784 141,784 19,494,830
2019 13,405,000 5,734,392 19,139,392 - - - - 141,784 141,784 19,281,176 25.64%
2020 12,385,000 5,202,568 17,587,568 - - - - 212,677 212,677 17,800,245
2021 12,335,000 4,749,483 17,084,483 - - - - 283,569 283,569 17,368,052
2022 11,360,000 4,269,567 15,629,567 - - - - 389,907 389,907 16,019,474
2023 11,815,000 3,842,537 15,657,537 - - - - 496,245 496,245 16,153,782
2024 12,300,000 3,367,513 15,667,513 875,000.00  1,204,909.50 2,079,910 - 602,584 602,584 18,350,006 51.06%
2025 12,810,000 2,858,444 15,668,444 900,000.00  1,180,584.50 2,080,585 - 708,922 708,922 18,457,951
2026 10,885,000 2,333,448 13,218,448 925,000.00  1,154,574.50 2,079,575 - 708,922 708,922 16,006,945
2027 8,820,000 1,936,017 10,756,017 955,000.00  1,125,344.50 2,080,345 - 708,922 708,922 13,545,284
2028 7,905,000 1,617,506 9,522,506 990,000.00  1,093,161.00 2,083,161 - 1,267,057 1,267,057 12,872,724
2029 7,280,000 1,318,771 8,598,771  1,025000.00  1,058,016.00 2,083,016 - 1,267,057 1,267,057 11,948,844 72.92%
2030 4,700,000 1,045,636 5745636  1,060,000.00  1,020,193.50 2,080,194 - 1,267,057 1,267,057 9,092,887
2031 3,440,000 874,594 4,314,594 1,100,000.00 979,701.50 2,079,702 - 1,267,057 1,267,057 7,661,353
2032 3,570,000 734,925 4,304,925  1,145,000.00 936,471.50 2,081,472 - 1,267,057 1,267,057 7,653,454
2033 2,920,000 587,269 3,507,269  1,190,000.00 890,328.00 2,080,328 - 1,267,057 1,267,057 6,854,654
2034 3,035,000 468,331 3,503,331 1,240,000.00 841,300.00 2,081,300 - 1,267,057 1,267,057 6,851,688 82.66%
2035 1,665,000 338,981 2,003,981  1,295,000.00 789,220.00 2,084,220 755,000 708,922 1,463,922 5,552,123
2036 1,740,000 264,081 2,004,081  1,345,000.00 735,477.50 2,080,478 785,000 677,590 1,462,590 5,547,148
2037 1,815,000 185,731 2,000,731  1,405,000.00 679,391.00 2,084,391 820,000 644,855 1,464,855 5,549,977
2038 950,000 116,563 1,066,563  1,460,000.00 620,662.00 2,080,662 855,000 610,579 1,465,579 4,612,804
2039 990,000 82,125 1,072,125  1,520,000.00 559,488.00 2,079,488 890,000 574,755 1,464,755 4,616,368 90.28%
2040 220,000 45,000 265,000 1,585,000.00 495,496.00 2,080,496 925,000 537,286 1,462,286 3,807,782
2041 230,000 36,750 266,750 1,660,000.00 422,744.50 2,082,745 970,000 494,828 1,464,828 3,814,323
2042 240,000 28,125 268,125 1,735,000.00 346,218.50 2,081,219 1,015,000 450,111 1,465,111 3,814,455
2043 250,000 19,125 269,125 1,815,000.00 265,888.00 2,080,888 1,060,000 403,117 1,463,117 3,813,130
2044 260,000 9,750 269,750 1,900,000.00 181,672.00 2,081,672 1,110,000 353,933 1,463,933 3,815,355
2045 - - - 1,990,000.00 93,132.00 2,083,132 1,160,000 302,207 1,462,207 3,545,339 97.83%
2046 1,215,000 247,919 1,462,919 1,462,919
2047 1,275,000 190,814 1,465,814 1,465,814
2048 1,335,000 130,506 1,465,506 1,465,506
2049 1,395,000 66,960 1,461,960 1,461,960 100.00%
2050
2051
2052
2053
2054

$ 195,490,000 $

67,846,777 $263,336,777 $ 29,115,000 $ 16,673,974 $ 45,788,974 $ 15565000 $ 19,659,096 $ 35,224,096 $ 344,349,847
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TWDB SWIFT Application

Part C, Number 46

Upper Trinity Regional Water District

Five Year Comparative Water System Operation Statement for the Years Ended September 30,

Six Months
Ending
2010 2011 2012 2013 2014 March 31*
OPERATING REVENUES
Charges for services S 29,526,583 $32,165,111 $32,424,268 $33,296,713 $34,421,728 $ 16,841,252
Miscellaneous Income 42,583 46,542 54,700 103,266 111,313 198,840
Total operating revenues 29,569,166 32,211,653 32,478,968 33,399,979 34,533,041 17,040,092
OPERATING EXPENSES
Operating and maintenance
Salaries and benefits 1,647,884 1,658,576 1,734,155 1,589,856 1,987,364 1,448,678
Water treatment 4,446,819 5,418,588 5,295,005 5,500,197 5,714,429 2,172,606
Lab chemicals and supplies 913,458 1,089,935 890,834 946,147 917,440 408,706
Maintenance 361,106 238,206 451,731 322,306 478,412 219,044
Utilities 1,605,924 1,903,519 1,853,217 1,883,749 1,723,488 594,059
Equipment and tools 11,970 10,359 18,076 20,604 14,925 8,715
Miscellaneous 85,014 82,074 145,617 122,520 114,590 100,495
Depreciation and amortization 7,574,103 7,666,606 7,306,354 7,165,185 6,407,284 3,352,142
Overhead expenses 1,818,641 1,797,011 1,769,712 1,912,552 1,862,542 1,108,206
General office expenses 212,980 199,577 264,990 264,846 237,143 254,200
Total expenses 18,677,899 20,064,451 19,729,691 19,727,962 19,457,617 9,666,851
OPERATING INCOME (LOSS) 10,891,267 12,147,202 12,749,277 13,672,017 15,075,424 7,373,241

*UNAUDITED
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REGIONAL WATER OISTRICT

March 5, 2015
To the Board of Directors
Upper Trinity Regional Water District

Your Staff is proud to present this Comprehensive Annual Financial Report {CAFR) for tha
fiscal year ended Sepiember 30, 2014 — reflecting steady progress in achieving the goels
of the Upper Trinity Regional Water District (“Upper Trinity” or “District”). Board Members
can be proud of their role in setting priorities and providing guidance toward the desired
results for this regional enterprise. This CAFR is a good source of useful information about
the finances and operations of the District; and, it summarizes the condition of the
enterprise and the progress of regional service. As a regional utility system, we provide
water and wastewater services on a wholesale basis to cities and utilities in the rapidly
growing area on the north side of the Dallas/Fort Worth Metroplex,

The CAFR was prepared by the Business Department of the District; and, responsibility
for the accuracy of the data, for completeness and faimess of presentation, and for ell
disclosures rests with District management. For the best understanding, one should
consider the information presented here in conjunction with the separate section titled
Management's Discussion and Analysis in the Financial Section of this report,

The information herein is accurate in all material respects; and, is reported in a manner
that presents fairly the financial position of, and the operating resulis for, the District.
Disclosures are included as necessary to enable membars of the Board of Directors and
other interested parties to understand more clearly the District’s activities and financial
results. The financial statements in the CAFR were audited as required by the Taxas
Water Code, by the firm of Deloitte & Touche LLP.

General Informeation
Structure of the Enterprise

The District, headquartered in Lewisville, Texas, was created in 1989 by the Texas
Lagislature as a conservation and reclamation district under Article XVI, Section 59 of the
Texas Constitution, The District is authorized to plan, develop, manage and provide
wholesale ufility services on a regional basis. For Membar entities and for other
Customers, the District is expected to meet present and future water supply and water
reclamation needs; and, if requested by Member entities, to address future needs for solid
waste management. The District was created as a governmental enterprise, without taxing
power, therefore, costs of services and programs are financed through user fees and
charges, end through the issuance of tax-exempt debt.

The District is organized and managed to function as an efficient enterprisa in a
competitive market environment. The District has specific authority to:

» develop raw water resources or to contract therefor;

construct, own and operate water systems, including treatment, pumping and
transmission facilities;



e construct, own, and operate water reclamation (wastewater treatment) systems,
including interceptor trunk mains, treatment, disposal, and reuse facilities;

» provide other services authorized by the Board, not in conflict with the District's
enabling statute,

« make contracts to provide for these services on a wholesale basis for
municipalities, retai! utilities, and others;

e recover the cost for District services through fees and charges.

The District is composed of 25 public entities (Members) - including 20 towns and cities,
plus Denton County, one utility authority, and three special districts. Each Member entity
appoints one Director to the Board of Directors of the District. As an exception, Denton
County appoints two Directors — one to represent Denton County “at-large” and one to
represent the Denton County Commissioners Court. The Board of Directors appoints an
Executive Director who manages the District, its employees, and the services and
programs offered. In addition to serving its Members, the District enters into "Custormner”
contracts for water and wastewater services with non-member cities, non-profit water
supply corporations and special districts under similar terms as member entities.

This CAFR covers the various wholesale services provided by the District: raw water
supply, treated water service, water reclamation (wastewater treatment) service, non-
potable and reclaimed water, and collection of household hazardous waste.

Funding of District Projects

The District provides funds for construction of water and water reclamation facilities,
primarily with tax-exempt municipal revenue bonds; and, to a limited extent, with
commercial paper. For certain projects, the District has taken advantage of State
Participation program and other programs from the Texas Water Development Board.
Under the State Participation program, the State of Texas encourages the development
of efficient regional utility systems, by taking an equity interest in qualified projects to
enable construction of adequate capacity for future needs.

For each project or service, participating entities (both Members and Customers) enter
into District contracts that require certain minimum payments to cover fixed costs. The
provisions of these contracts assure a stable and dependable source of revenue to cover
each entity's proportionate share of the applicable cost, including administration and
planning, operating and maintenance, capital and financing costs, and other relevant costs
of the project and of the service being rendered. in addition, contracts with certain Fresh
Water Supply Districts (FWSDs) stipulate that the contracting entity will provide initial
funding for cost of specified infrastructure for water reclamation projects in the northeast
portion of the District's service area. Under these agreements, the District owns and
operates the system and may extend service to other Members and Customers, A portion
of said initia! funds so provided is subject to reimbursement when the District is ready to
provide permanent financing (after growth and development assure a dependable
revenue stream, fully adequate to support debt service on the permanent financing).

Mission, Vision, and Goals

The following mission statement adopted by the Board of Directors guides the various
programs of the District:

The District's mission is to plan, develop and manage water and solid waste

services in the interest of its Members, using consensus-based strategies that are
environmentally and economically sound.

_11_



The District’s vision is to:

Focus on Member and customer needs as the primary purpose of the District, and
endeavor to be the provider of choice for the service area.

Work Program Guidelines adopted annually by the Board of Directors help focus the
energles, activities and resources of the District for maximum effectiveness and results.
These Guidelines provide positive direction to management in the following areas:
Leadership, Qrganization, Function, Finance, Partnerships, Enviroriment and Education.

Development History

Upon creation of the District in 1989, the Board of Directors embarked on an ambitious
mission to plan, develop and implement regional water supply and regional water
reclamation programs for approximately 30 towns and cities, Water supply was the most
immediate challenge; but, water reclamation also was given priority attention. Prior to
completion of the first regional water treatment facility in 1997, the District purchased
treated water on an interim basis from other entities to resell to Members and Customers.

A Regional Water Treatment Plant with a capacity of 20 million gallons per day {mgd) was
constructed in the City of Lewisville with convenient access to Lewisville Lake, the raw
water source. The treatment plant became operational in 1997 to serve Members and
utllities that contracted for wholesale treated water service. The District expanded its
original 20 mgd treatment plant in phases to 70 mgd total treatment capacity by 2001, In
2000, the Board of Directors named the plant the Thomas E. Taylor Regional Water
Treatment Plant for its long-time Executive Director. The Plant is located on an ample site
that will enable staged expansion to at least 300 mgd of treatment capacity as needed to
orovide for future growth within the District’'s service area.

The initial Regional Treated Water System served eleven towns, cities and utilities.
Growth has continued throughout the District's service area and many communities (both
Members and Customers) have requested service. To provide for the needs of Member
entities and other wholesale customers, the District has extended a network of major
transmission pipelines across its service area, now providing treated water service {o more
than twenty five communities in the Denton County area. The District has adequate
capability and capacity to provide for the needs of its Members and Customers who have
contracted for service. Each community now has access to an adequate supply of water,
including the peak needs that ocour during periods of drought.

In accordance with long-range plans, in 2003 the District proceeded with design of the
District's second regional water treatment plant, located in northeast Denton County. In
FY 2008, the Tom Harpool Regional Water Treatment Plant began operation. This new
plant uses membrane technology as part of the treatment process to provide enhanced
treatment and for protection of water quality. The plant site is sufficient to support 240 mgd
of water treatment facilities as further growth in the service area may require. The Board
of Directors chose to name this new regional facifity after a local pioneer in long-range
water supply planning, Mr. Tom Harpool, a past President of the Board.

The District is continuing with its strategic planning activities to achieve an adequate long-
range supply of water resources for future needs. At five-year intervals, the Texas Water
Development Board prepares an updated Texas Water Plan, a master plan for the State
of Texas based on a consolidation of 16 regional plans prepared locally. In 2009, a survey
was conducted by the local Regional Planning Group (Region C) of the District’s Members
and Customers to assist in preparation of the latest Plan. In December 2011, the Texas
Water Development Board approved the updated final Plan and submitted it to the Texas
Legislature. The approved Plan became the 2012 Texas Water Plan. The Texas Water
Plan incorporates and reflects the District's own initiatives and outlines a range of
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recommended strategies to assure an adequate water supply for the District over the next
50 years. The current 2012 Plan provides for water supply needs through 2060. Efforts
are already underway for the next five-year update.

in 2003, the District submitted an application for a water rights permit for the proposed
Lake Ralph Hall to the Texas Commission on Environmental Quality (TCEQ). In 2008, the
District filed a Section 404 permit application with the U.S. Army Corps of Engineers to
enable the District to construct the proposed lake.

This new lake will be located in Fannin County in the North Sulphur River Basin and will
provide the District and its growing customer base with a firm yield of approximately 30
mgd (million gallons per day) of new water supply. In March 2011 after a thorough
technical review, the Executive Director for the TCEQ issued a draft water rights permit,
after which the next step was to consider any opposition thereto. In April 2012, the State
Office of Administrative Hearings began the legal process for a Contested Case Hearing
regarding the proposed permit. Three entities were admitted as opposition parties to the
hearing: and the Contested Case Hearing was held in Austin in January 2013. For the first
time in nearly thirty years, TCEQ officially awarded a permit for a new water suppiy lake
in Texas, voting to issue the requested permit for Lake Ralph Hall to the District in
September 2013. The water rights permit was issued as of December 1 1% 2013, making
the District's long-term water supply more secure.

Also, in 2007 the District filed two applications with the Water Resources Board of the
State of Oklahoma (WRB), seeking the right to divert water from the Kiamichi and Boggy
Creek basing, both basins being adjacent the Okiahoma/Texas boundary. in 2009, a third
application was submitted to the WRB, seeking rights to use water from Lake Texoma on
the Oklahoma/Texas boundary. Those applications remain on file with the WRB pending
legal and policy challenges. With a more current outlook, the District is engaged with other
regional water systems in evaluation of alternative water resource projects in northeast
Texas.

It is important to note that the District currently has water supply resources which are
adequate for about 12 to 15 years into the future. The long-range planning activities
summarized above reflect the District's efforts to develop adequate sources as needed for
the next 50 years.

Initial development of the District's regional water reclamation (wastewater treatment)
program began in 1996 when Lake Cities Municipal Utility Authority (LCMUA), a Member
entity, transferred its existing wastewater treatment plant {with 1.0 mgd capacity) to the
District. By 1998, the District had organized the Lakeview Regional Water Reclamation
System and had enlarged the treatment plant to 3.5 mgd to serve LCMUA plus two other
Members. In 2003, the Lakeview plant was expanded to 5.0 mgd, and wholesale service
was extended fo three additional participants, for a total of six member entities: LCMUA,
Corinth, Highland Village, Double Oak, Bartonville, and Denton County Fresh Water
Supply District #7 {Lantana). During FY 2013, construction was completed to expand

freatment capacity to 5.5 mgd.

In 2003, new water reclamation facilities became operational in northeast Denton County,
with two new plants. The Riverbend Water Reclamation Plant and the Peninsula Water
Reclamation Plant began serving seven additional Members and Customers on a
wholesale basis: Oak Point, Lincoin Park, Mustang Special Utility District (Mustang SUD),
and four Fresh Water Supply Districts (FWSD). In 2008, the Peninsula Plant was
expanded from 375,000 galions per day to 940,000 gallons per day; and in 2013
construction was completed for an expansion of the Riverbend Plant from 1.5 mgd to 2
mgd. Also, construction of a third water reclamation plant (the Doe Branch faciiity} in
northeast Denton County is now underway to serve the cities of Prosper and Celina,
Mustang SUD and FWSD No. 10, with completion expected early 2016.
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As a strategic element of an ambitious watershed protection program, the District created
the Upper Trinity Conservation Trust (UTCT) in FY 2010 and began financial operations
in FY 2011, The UTCT will receive donations and acquire land and conservation
casements for the purpose of protecting water quality in watersheds above the District's
water supply sources. The District established the UTCT as a non-profit conservancy and
appointed a nine-member Board of Trustees to lead the new entity on its important
mission. The UTCT acquired full tax exemption from the Internal Revenue Service (IRS)
in FY 2012,

Services Provided

The chart on the following page summarizes the various services provided by the District
to Members and Customers.



UPPER TRINITY REGIONAL WATER DISTRICT

Aravie WSC

Argyle*

Aubrey

Bartorndlle*

Blackrock WSG

Celina

Copper Canvon®

Corinth

Cross Roads*

Cross Timbers WSC
Denion i
Denton County

Denton County FWSD #1A
Dendon County FWSD #7
Benton County FWSED #8A
Dendon County FWSD #8
Benton County FWSD #10
Dendon County FWSD #11
Boudle Qak*

Flower Mound

Hickory Creek*

Highiang Village

frving **
Justin

Krugervilie®

Krum

Lake Cities MUA

{.ake Dalas*

L.ewisville bl
Lincoln Park

Mustang SUD

Northlake

Qak Point*

Pilot Point

Ponder

Prosper

Sanger

Shady Shores*

*Indirect Customer. Receives retail water service and for water reclamation service from a wholesale customer of Upper Trinity
*Barticipating jointly with Upper Trinity In & water project
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Operational Information
Internal Accounting Controls

Management is responsible for establishing and maintaining internal controls designed to
assure that assets of the District are protected from loss, theft or misuse. Further, management
must ensure that adequate accounting data are compiled to allow for preparation of financial
statements in conformity with generally accepted accounting principles. The District has
developed a Fraud Risk Assessment and Procedures Manual, a very helpful tool in evaluating
and maintaining internal contrels. Such internal controls provide reasonable, but not absolute,
assurance that objectives are met. The concept of reascnable assurance recognizes that:

«  the cost of any given control should not exceed the benefits likely to be derived; and,

« the evaluation of costs and benefits relies on informed estimates and judgments by
management.

All internal control evaiuations occur within this framework of ‘reasonable assurance”. We
believe the District's internal accounting controls adequately safeguard assets and provide
reasonable assurance of proper recording of accounting transactions.

Budgetary Controls

To augment accounting controls, the District maintains budgetary controls. The objective of
these controls is to ensure compliance with legal and fiscal provisions of annual operating and
capital budgets approved by the Board of Directors. The level of budgetary control {i.e., the
level at which expenditures cannct legally exceed the appropriated amount) is at the “fund”
level. As confirmed by the statements and schedules included in the financial section of this
report, the District continues to meet its responsibility for sound financial management.

Risk Management

The District participates in the Texas Municipal League Intergovernmental Risk Pool to
manage risks associated with District property, and for liabilities related to District operations.
On the District's books, liabilities are recognized when incurred, rather than when claims are
actually reported.

Other Information
Submission for Award

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the District for
its CAFR for the most recent fiscal year, through September 30, 2013. This was the District’s
fourteenth consecutive Certificate of Achievement award from GFOA. In order to be awarded
a Certificate of Achievement, the District must publish an easily readable and efficiently
organized CAFR, which conforms to program standards. Each CAFR must satisfy both
generally accepted accounting principles and applicable legal requirements.

Each Certificate of Achievement applies to a CAFR that presents the financial position and
results of operations for one particular year. We believe this year's CAFR will conform 1o
Certificate of Achievement Program requirements; and, we will submit it toc GFOA for
consideration.
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In addition, GFOA awarded the Distinguished Budget Presentation Award to the District for the
FY 2014 budget year. This was the District’s fifth year to submit and to receive this award. The
Distinguished Budget Presentation Award encourages and assists stale and local
governments in preparation of budget documents of the highest quality that refiect both the
guidelines established by the National Advisory Council on State and Local Budgeting, and the
GFOA’s best practices on budgeting. Awards are given by the GFOA to recognize individual
governments that succeed in achieving that goal.

The Distinguished Budget Presentation Award is given on annual basis. We believe that the
budget submitted for the FY 2015 budget year continues to satisfy the requirements to receive
the Award. Therefore, the FY 2015 budget was submitted in November 2014 for consideration.

Acknowledgements

Preparation of this CAFR report could not have been accomplished without the efficient and
dedicated support of the entire staff of the Business Depariment, augmented by expert
assistance from the Administration, Operations and Engineering Departments. We wish to
express our appreciation to all District personnel who assisted and contributed to the
preparation of this report.

Especially, we want to express appreciation to the Board of Directors for their continued vision
in govermnance of the District, and for their guidance and support to management in planning
and conducting the operations of the District in an efficient manner. With dedicated Members
working together, the District continues to excel, fulfiling the regional mission for adequate

long-range water supply and for excellent wastewater services — for the people and
communities in our service area

Respectfully submitted,

Thomas £. Taylor, P.E Willlam A reen
Executive Direcior Director of in ces
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UPPER TRINITY REGIONAL WATER DISTRICT

BOARD OF DIRECTORS
As of September 30, 2014

Appointing

Name Term Entity
Todd Madison, President A Town of Lincoln Park
Lance Vanzant, Vice President B City of Celina
Chris Boyd, Treasurer A Mustang Special Utility District
Gary Calmes, Secretary 8 City of Krum
Charles West B Town of Argyle
Kenneih Faulkner A City of Aubrey
Del Knowler B Town of Bartonville
Janet Aune B Town of Copper Canyon
Justin Brown B City of Corinth
Timothy Fisher B City of Denton
Johnny D. Harris A Denton County
Jean Campbel] B Denton County At-Large
Jerry Benetalo A Denton County FWSD No. 1-A
Kevin Mercer A Denton County FWSD No. 7
Dick Cook B Town of Double Oak
Kenneth Parr A Town of Flower Mound
Richard A. Lubke A City of Highland Village
Ramiro Lopez B City of rving
Virginia L. Bleving 8 City of Justin
Mike Fairfield A Lake Cities Munigipal Utilily Authority
Lathan Walls B City of Lewisville
Lestie Maynard A City of Oak Point
Scott Ingalls A City of Pilot Point
Richard Huckaby B Town of Ponder
George Dupont A Town of Prosper
Mike Brice A City of Sanger

A -- Term expires May 31, 2015 and each four years thereafler
B - Term expites May 31, 2017 and each four years thereafter
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UPPER TRINITY REGIONAL WATER DISTRICT

MANAGEMENT OFFICERS
Length of Empioyment
Name Position and Length of Time in this Position with Trinity
Thomas E, Tavior, P.E.  Executive Director 22 Years 22 Years
Larry N. Patterson, P.E.  Deputy Executive Director 2 Year 12 Years
Wilkam A. Greenleaf Director of Business Services 9 Years 16 Years
Thomas W. Snyder, P.E.  Asst, Director / Engineering & Construction 21 Years 21 Years
3. Jody Zabglio, P.E. Asst, Director / Operations 6 Years g Years
INDERPENDENT AUDITORS
Deloitte & Touche LLP
Dallag, Texas

GENERAL COUNSEL and CO-BOND COUNSEL
Boyle and Lowry LLP
rving, Texas

CO-BOND COUNSEL
Bracewell & Gluliant LLP
Dalias, Texas

FINANGIAL ADVISOR
First Southwest Company
Dalias, Texas
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Deloitte. R

2200 Ross Ave,
Suite 1600
Dailas, TX 75201
USA,

Tel: +1 214 840 7000
Fax: +1 214 840 7050
www. teloitte.com

INDEPENDENT AUDITORS’ REPORT

Members of the Board of Directors
Upper Trinity Regional Water District
Lewisville, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and discretely
presented component unit of the Upper Trinity Regional Water District (the “District”), as of and for the
year ended September 30, 2014, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the table of contents.

Management’'s Responsibility for the Financial Stataments

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

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

Member of
Dretoitte Touche Tolunatse: Limfted



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activitics and discretely presented component unit of the
Upper Trinity Regional Water District as of September 30, 2014, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1(1) to the basic financial statements, the District implemented GASB Statement
65, ftems Previously Reported as Assets and Liabilities, during the year ended September 30, 2014 and
restated beginning net position accordingly. Our opinion is not medified with respect to this matter.

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The accompanying Supplemental System and Project
Schedules, the Introductory Section, the Statistical Section, and the Supplemental Schedules Required by
the Texas Commission on Environmental Quality are presented for purposes of additional analysis and
are not a required part of the basic financial statements.

The accompanying Supplemental System and Project Schedules are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements, Such information has been suhjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, inchuding comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America, In our opinion,
the accompanying Supplemental System and Project Schedules are fairly stated, in all material respects,
in relation to the basic financial statements as a whole.



The Introductory Section, the Statistical Section, and the Supplemental Schedules Required by the Texas
Comrmission on Environmental Quality have not been subjected io the auditing procedures applied in the
andit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on them,

Delott ¢ Touehe LLP

February 19, 2015



UPPER TRINITY REGIONAL WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FiSCAL YEAR ENDED SEPTEMBER 30, 2014 {UNAUDITED)

Your interest in the financial results of the Upper Trinity Regional Water District (the “District”)
is appreciated. We hope this financial report will be interesting and informative about the District’s
mission to provide for wholesale water and wastewater needs in our growing service area on the
north side of the Dallas/Fort Worth Metroplex. Management is pleased to provide this overview
and analysis of the District’s financial activities for the fiscal year ended September 30, 2014,

PROGRAM HIGHLIGHTS

o An financial condition. A key indicator is “Net Position”, which is the
remainder after deducting total liabilities from total assets and deferred outflows. Net
Position as of the end of FY 2014 was $60,431,361, an increase of approximately 40% for
the year. The increase was largely due to:

» The significant contributions made by the participants in the Doe Branch Plant of
the Northeast Regional Water Recla  ation System.

¥ Vigilance of the Board and Staff in controlling costs.

» Taking advantage of available low-cost capital financing during the economic
downturn,

» A steady commitment to funding reserve accounts,

e A favorable st-rate climate continued into FY 2014, Use of Commercial Paper for

tal Interest rates

for Commercial Paper remained at historically low levels. Interest rates on Commercial
Paper ranged from a low of 0.07% to a high 0.12% -- a lower range than for FY 2013

. asset of which approximately $9
million was for the Regional Treated Water System and $3 million was for the Northeast
Regional Water Reclamation System.

You may find comparative financial information to be worthwhile; and, considerable information
is provided in other sections of this Anal

OVERVIEW OF THE FINANCIAL STATEMENTS

This financial report is composed of financial statements plus the appropriate notes for the
Enterprise Fund. For a complete analysis, one also needs to examine the supplementary
information fo the basic financial statements, containing the financial information for the
individual systems and projects. In this context, the following discussion and analysis serves as
an introduction to the District’s basic financial statements.



Financial Statements—The financial statements are designed to provide a reader with an
overview of the Distriet’s finances, in a manner similar to a typical private enterprise. Beginning
in FY 2013, GASB No. 63 required changing the term “Net Assets” to “Net Position”.

During the year cnded September 30, 2014 the District adopted GASB Statements: No. 65, Items
Previously Reported as Assets and Liabilities, as of October 1, 2013, which established the
accounting and reporting standards that reelassificd as deferred outflows or inflows eertain items
that were previously reported as assets and liabilities and required the recognition of, as outflows
or inflows, certain items that were previously reported as assets and liabilities. GASB Statement
No. 65 requires debt issuance cost to be expensed in the period incurred instead of deferring and
amortizing the cost over the life of the debt. As a result of implementing GASB No. 65, the
District’s net position as of October 1, 2013 was restated by $7,196,488 to refleet the recognition
of debt issuance cost previously reported as assets that are now required to be reported as outflows
in accordance with the standard.

The Statement of Net Position presents information on all of the District’s assets and habilitics,
with the difference between the two reported as net position. Over time, increases or decreases in
net position can serve as an indicator of the long-term trend of the District’s financial condition.

The Statement of Revenues, Expenses and Changes In Net Position shows aetivity and changes
during the fiseal year. Changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flow. Thus, revenues and
expenscs are reported for some items that will not affect cash flow until future fiseal periods (e.g.,
earned, but unused, vacation leave, and accounts receivable for services).

The Statement of Cash Flows presents information showing the District’s eash activities, cash
receipts and cash disbursements. The statement of cash flows is presented in three broad
categories: (1) cash flows from operating activities, (2) cash flows from capital and related
finaneing activities, and (3) cash flows from investing activities. The statement of cash flows is a
useful tool in understanding the Distriet’s eash position and the reasons behind that position.

Notes to the Financial Statements—The notes provide additional information that is cssential to
a full understanding of the data provided in the financial statements.

ENTERPRISE FUND FINANCIAL ANALYSIS

The trend of changes in net position over time serves as an indicator of the Distriet’s financial
condition. As noted on page 1, year-end assets exceeded labilities by $60,431,361—an increase of
approximately 40% in net position over fiscal year 2013.

The District and most of its member entities practice cash-basis budgeting, Further, the District
docs not consider depreciation expense when setting rates for utility services rendered to members
and customers. Considering this, a relevant view of the District’s financial strategy would be the
original cost of the District’s assets, less indebtedness, without any reduction for aceumulated
depreciation expense. Accordingly, the District only recovers in its rates and charges the original
cost of the acquired assets, plus related finaneing costs.

Another major element of the Distriet’s financial strategy has been the use of funds provided by
the Texas Water Development Board (TWDB) under the State Participation Program. Under this
Program, the State of Texas invests capital funds in specifie projects for equity participation to
enable growing regional systems like the District to oversize facilities in an efficient manner - that



is, 1o construct extra capacity for anticipated future growth, This Program enables the District to
prepare for the future, with little cost to current customers, In the future, when pipeline or plant
capacity is needed to meet the needs of a growing customer base, the District is required to
repurchase from the State such constructed capacity as needed, at original cost. Such original
oversize cost could be a fraction of the cost to construct stand-alone capacity in the future to meet
such growth requirements. Therefore, for sound financial reasons, the District has made extensive
use of State Participation funds to help construct extra capacity to prepare for expected future
growth needs.

In addition, the flexibility of the State Participation Program affords the District time to refund the
debt in more favorable interest rate environments. Such flexibility allows the District to wait until
it is most financially beneficial to achieve the greatest savings. As a result, the District has taken
advantage of historically low rates to refund nearly all of the debt issued under the State
Participation Program since FY 1993. The remaining State Participation is discussed further in
the Debt Administration section of the MD&A.

To help coordinate the timing of debt repayment with beneficial usc, the District uses certain
funding sources that offer deferred payment of principal. Such sources include State Participation
financing, Commercial Paper financing, WIF-10 funding, and Participant Advance Funding as part
of the District’s financial strategy. This strategy enables the District to plan most effectively for
future growth needs without placing an undue {inancial burden on current customers. tlowever,
as a side effect of this practice, there could be a temporary decline in Net Investment in Capital
Assets for an interim period. Such a decline can occur when the depreciation of capital assets is
taken at a faster rate than the corresponding and related reduction in debt. When principal
payments on debt are made, Net Investment in Capital Assets would be expected to increase to a
correspondingly larger amount.

To clarify, the amount noted as Ner Jnvestment in Capital Assets represents capital assets the
District uses to provide services to its members and customer entities. These assets are not cash
and cannot be immediately converted to cash; therefore, they cannot be used to satisfy current
outstanding liabilities.

The District’s net position also reflects the fact that $14,843,645 is Restricted for Debt Service,
and $14,074.925 is Restricted for Capital Improvements, limiting how these funds may be used.
The remaining Unrestricted Net Position may be used to meet ongoing obligations of the District.



Upper Trinity Regional Water District's Condensed Schedule of Net Position

September 30, 2014

(With Comparative Totals for Year Ended Septem ber 30, 2013)

ASSETS:
Current and other assets
Capital assets

Total assels

Deferred outflow of resources:
Loss on debt refunding

Total deferred outflows of resources

LIABILITIES:
Current and other liabilities
Long-term liabilities outstanding

Total liabilities

NET POSITION:
Net investment in capital assets
Restricted:
For debt service

Contributions for capital improvements

Unrestricted

Total net position

$

FY 2014

76,360,264
280,939,807

357,300,071

2,463,971

2,463,971

21,942,365
277,390,316

299,332,681

19,179,156
14,843,645

14,074,925
12,333,635

60,431,361

FY 2013

§ 55,209,848

275 66 2

330,775,890

21,091,758
266,577,341

287,669,099

18,553,606
14,237,237

10,315,948

$ 43,106,791




Upper Trinity Regionat Water District's Condensed Schedule of Revenues,

Expenses and Changes in Net Position
For the Year Ended September 30, 2014

{With Comparative Totals for Year Ended September 30, 2013}

OPERATING REVENUES
Charges for Service

FY 2014

% 43,626,393

FY 2013

$ 41,789,296

Miscellaneous Income 125.263 118 061
Total Operating Revenue 43,751.656 41 907 357
OPERATING EXPENSES:

Operation and maintenance 14,064,706 13,359,224

Depreciation and amortization 8,982,059 9,225,989

Administrative expenses 2,934,975 2,996,562
Tetal operating expenscs 25 981 740 235,581,775
QPERATING INCOME 17769 916 16,325,582
NON-OPERATING REVENUES/AEXPENSIES)

Equity Fee Income 20,600

Investment {[ossYincome 46,954

interest income 357,332

interest and fiscal charges {9,888,248)

t0ss on disposal of capital assets 83 794

Total non-operating revenues {eXpenses) 9,547,756y _ (9,678,428)
INCOME BEFORE CONTRIBUTIONS 8,222,160 6,647,154
CONTRIBUTIONS 16,298,898 547 136
CHANGIE TN NET POSITION 24,521 058 7,194,290
TOTAL NET POSITION-—beginning of year 43,106,791 35,912,501

Restatement of beginning net position duc to

implementation of GASB 63 (7,196,488}

NET POSITION - beginning of year as restated 35910303 35,912,501
TOTAL NET POSITION-—end of year $ 60,431,361 $ 43,106,791

CAPITAL ASSET AND DEBT ADMINISTRATION

The District’s total capital assets as of September 30, 2014, were $280,939,807 (net of
1al assels includes land and buildings, treatment
emergency water supply reservoir, and other
garding the Distriet’s capital assets is reflected
in Note 5 to the basic financial statements.

For FY 2014, the most significant additions to capital assets were for the Regional Treated Water
million. The investments in capital assets were
permitting and land purchases for the Lake
of the Southwest Water Pipeline and other
eated Water System.



{With Comparative Totals As Of September 30, 2013}

FY 2014 FY 2013
Land - General purpose § 12,573,422 $ 12,230,493
Furniture and Equipment 1,073,183 744,035
Plant/Pipeline Facilities 212,597,420 219,754,936
Leased Assets 3,324 4,920
Water Rights 6,866,843 7,042,916
Reservoirs 1,307,392 1,338,520
Construction in progress:
Tand - General purpose 1,815,201 1,798,653
Reservoir land 11,301,884 6,670,293
Other construction costs 33,401,138 22,681,276
Total $ 280,939,807 $275,566,042
Debt Administration

As mentioned carlier, over a period of years, the District received significant funding from the
Texas State Participation Program for equity participation in eonstruction of extra capacity in
regional systems to meet future growth needs, approaching a peak of $55.521 million. Taking
advantage of low-interest opportunities, the District, over time, purchased most of the State’s
equity ownership at original cost, reducing the outstanding State Participation to $2.1 million. The
State’s equity ownership, plus noncurrent accrued interest remaining to be reimbursed when
timely, was approximately $2.89 million at fiscal year-end. Further, the total outstanding debt
(including State Participation) and other long-term labilities 1s approximately $288 million, Of
this total, 78% is for the Regional Treated Water System; 11% is for the Lakeview Water
Reclamation System; and, the remaining 11% is for the Northeast Regional Water Reclamation
System (Riverbend, Doe Branch and Peninsula Plants) and the Non-Potable Water System.

During FY 2008, the District received project funding for its Lake Ralph Hall Project from the
Texas Water Development Board (TWDB) - from the Water Infrastructure F und - 10 (WIF-10)
program. This state-wide program was established by the Texas Legislature to provide funding
for the planning and permitting phases of water projects included in the State Water Plan. Under
this innovative program, both inferest and principal payments are waived for the first ten years
after receipt of funds, Of special note: the interest is not “deferred”; rather, it is simply set at 0%
for ten years. The District is using this favorable source of planning monies for the Lake Ralph
Hall Water Supply Project. The WIF-10 funds are classified as “Revenue Bonds” for reporting
PUrposes.



Upper Trinity Regional Water District’s Qutstanding Debt
As of September 30, 2014
{With Comparative Totals As Of September 30, 2013)

FY 2014 FY 2013
Revenue Bonds $ 229,605,000 § 228,785,000
State Participation (TWDB Equity Interest) 2,100,000 2,100,000
Commercial Paper 37,650,060 31,536,000
Water Supply Obligations 5,353,500 5,438,881
Long-Term Contractual Commitments 12,710,647 10,663,725
Non-current Accrued Interest {State Participation Interest) 793,204 793 204
Total $ 287,612,351 § 279 30810

As of September 30, 2014, the District’s revenue bonds were rated as follows:

Moody's Investors Standard & Poor's

Regional Treated Water System A3 A-
Lakeview Regional Water Reclamation System A2 At
Northeast Regional Water Reclamation System Baal BRB+

Additional information on the District’s long-term debt can be found in Notes 6 and 7 to the basic financial
statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

During FY 2014, the Board of Directors continued to take a proactive approach to monitor costs
and to adjust rates accordingly. The Board adjusted rates as necessary to maintain and improve the
District’s financial condition. Of special note, FY 2014 represented the tenth consecutive year that
the District  achieved an increase in Net Position. with an above average increase of 40%
for this fiscal year.

During FY 2014, the slow national economy was improving, bul continued to have a moderating
affect on growth and development in the District's service area. Accordingly, the District continues
to make adjustments in its Capital Improvement Program, Operations and Planning to pace
expenditures according to economic conditions and customer needs. It is important that the
District maintain a close watch on all aspects of its financial plan — capital plapning, revenue
projections, and cash management — because the national economy continues to be in a recovery
mode.

Even with modest growth in FY 2014, capital planning continued apace, and the District proceeded
with key capital projects: (1) acquisition of land and permitting for an important future water
supply source in Lake Ralph Hall; (2) completion of certain pipelines and projects to improve
efficiency and service in the Regional Treated Water System; (3) beginning first phase of
construction of the Doe Branch Water Reclamation Plant in the Northeast Regional Water
Reclamation System; and (4) on-going expansion, process improvements and new construction in
the Lakeview Regional Water Reclamation and the Riverbend Plant of the Northeast Regional
Water Reclamation Systems.



As a strategic element of the District’s watershed protection program, the District established the
Upper Trinity Conservation Trust (UTCT) as a component unit during FY 2010. The District
established the UTCT as a charitable entity and appointed a Board of Trustees. During I'Y 2012,
the UTCT experienced its first full fiscal year of operations and received IRS approval for full tax
exemption. In future years, the UTCT expects to reccive donations and acquire land and
conservation easements for the purpose of protecting water quality in watersheds above the
District’s water supply sources.

In September 2014, the Board of Directors approved new rates and charges for Fiscal Year 2015:

e Lakcview Regional Water on Svstem. Various fees and charges were
increased by an average of 3.0%.

¢ Northeast Regional Reclamation System. The average increase for various fees and
charges was 3.0% for services provided by the Riverbend Plant and 5.0% for the
Peninsula Plant.

s Regional Treated Water System.  Combined, the blended rate increase for the fixed
“Demand” components and the variable “Volume™ components averaged 2.75%,

The District has maintained its full readiness and capacity to serve, and is prepared for economic
growth, with the accompanying financial requirements. In the meantime, management continues
to be vigilant in its oversight of District budgets, investments, finances, rates, and expenditures.
Exemplifying such vigilance, during FY 2014, the District took advantage of low interest rates to
refinance approximately $18.8 million in existing debt, achieving approximately $2.6 million in
savings for the District and its customers.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances, with a
glimpse at enterprise planning and operating strategies. We believe that the results confirm the
District’s responsible stewardship and accountability for all funds and resources entrusted to the
District. The District is proud of its commendable track record in development of regional
systems, in extension of water and wastewater service throughout the service area, staying ahead
of growth demands—and, in preparation for the future. Management of the District believes that
the District’s motto on the cornerstone of its headquarters building is very apt:

Providing for the present and future needs of this region.
With vision and courage we plan.

With cooperation and commitiment we serve,

Questions concerning any of the information provided in this report, and requests for additional
financial information may be addressed to the Director of Business Services, P.O. Box 3035,
Lewisville, Texas 75067.
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UPPER TRINITY REGIONAL WATER DISTRICT

STATEMENT OF NET POSITION
30 2014

ASSETS:
Current Assets:
Cash and cash equivalents
Accounts recelvable from customets
Interast receivable
Other chliant assets
Restricted assets:
Cash and cash equivalents
Total current assels

Non-current assets,
Accounts Receivabie - Eguity Fees
Restricled assels:
Cash and cash eqguivalents
vestments
Contiactual agreements recalvable
Mon-depieciable capital assels
Dapteciable capilal assels - pet
Total non-cuttent assets

TOTAL ASSETS

DEFERRED QUTFLOW OF RESOURCES!
Loss on debt iefunding

TOTAL DEFERRED OUTELOW OF RESOURCES

LEABILITIES:
Current liabiliies.

Aceounts payable

Hnearned revenue

Acctued wages and benefits

Other eurrent liabitities

Payable from restricted assets:
Acceied interest payable
Construstion retainage payabie
Current portion of long-term bonds
Current portion of water supply obtigation

Current porticn of tong-term acerued interest

Unpaid seif-insuiance claims
Todal curtent liabilities

Nom-current liabitities:
Long-term: bontds
Long-term siale participation debt
Comnetcial paper payable
tong-term water supply obligation
Long-ferm acoiyed compensated abgences
Notes payabie
Long-term acoryed intetest
Total non-clirent tiabilites

TOTAL LIABHITIES
NET POSITION
Neat investment in capital assets
Restricted:

For debt service

Contributions for capital mprovements
Urrestricted

Total net position

See notes to financial staterments

$ 18781767
4,825,118
25,821

21,848

1,808,548

4,581

40,779,241
5.503,001
3,410,443

59,094,545

221,848,182

331,007,073

357,300,671

2 971
2,483,971

4,621,333
§81.710
844 952

18,756

1,583,714
420,428
13,550,000
86,158
115,315
63,000
25,842,365

218,843,443
2,100,000
37,050,000
5,265,341
740,980
12,716,847
678,882
277,390 318

299,332,681

1%,178,156

14,843,645
14,074 526

$ 80,431,354

Component

87827

67,827

67,827

3,948

3 968

63,860

63,869
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UPPER TRINITY REGIONAL WATER DISTRICT

STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION

FOR THE YEAR ENDED SEPTEMBER 2014

OPERATING REVENUES!
Charges for services
wiscellaneous income

Total operaling revenues

OPERATING EXPENSES:
Operation and maintenance;
Salaries and benefils
Water and wastewater ireatment
L.ab chemicals and supplies
Maintenance materials service
Utiiities
Eguipment and tools
Shidge removal
Disposal service
Miscellaneous
Depreciation and amortization
Overhead expenses
Adrrinistrativefother

Total operaling expenses

OPERATING INCOME {LOSS)

Nor-operating revenues (expensesy
Eouity fee
Operating contribution from UTRWD
investment income
interast income
Interest and fiscal charges
.08 on disposal of capital assels

Net non-opperating revenues {expense}

INCOME BEFORE CONTRIBUTIONS

CONTRIBUTIONS
CHANGE IN NET POSITION

TOTAL NET POSITION - beginning of vear
RRestaternent of beginning net position due to
implementation of GASE 65

NET POSITION - beginning of year as restated

TOTAL NET POSITION - end of year

Saee notes to financial statements

Enterprise

§ 43,626,393 $
125 263

43,751,656

3,046 912
6,183,827
1,046,790
886,875
2,371,989
54,194
265 864
12,524
185,631
8,982,050
2,608,461
326 614

25,881,740

17,769,916

20,000

 {9,547,756)

8,222,160

16,208 808
24 521,058

43,106,781

38,910,303

$ 60,431,361 $

~11-

Compon
Unit

3876

3.875

8745

2281
11026

(7.151)

25,000

K¥

25 031

17,880

17 880

45,989

45 889

63,869



UPPER TRINITY REGIONAL WATER DISTRICT

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash paid {o vendors
Cash paid {o employees

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Capitat asset additions
Contributions received
Bond proceeds
Bond principal paymenis
Bond payments for refunded bonds {deposited into an escrow fund;
Water supply obligation
Commercial paper proceeds (accumulated gross see note #6)
Commercial paper paymenis (accumulated gross see note #6)
Notes payable proceeds
Notes payable paymenis
Fayment of interest and related fees
Equity fees and other

Net cash {used in) capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES:
interest income
Pyrchase of investments
Maturity of investmenis
Net cash provided by investing activities

Increase in cash and cash equivalenis
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

-12-

$ 43672785
{12,011,575)
(5,036,565)

26,624,645

(13,646,290)
16,298 898
32,610,879

(13,145,000)

(18,765,000)

(85,381)
202,300,000
(196,800,000}

2,365,622
(308,700)
(11,007,204}

33,208

(158,969)
356,486
249,967

(248,967)
356,486

26,822,163
35,247,393

$ 62,069,556

{Continued)



UPPER TRINITY REGIONAL WATER DISTRICT

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES:

Operating income $ 17,769,916
Adjustments to reconcile operating income to net cash flows from operating activities:
Depreciation and amortization 8,882,058
Change in accounts receivable {78,869}
Change in accounts payable {44 695}
Change in unearned revenue {151,308}
Change in accrued wages and benefits 140,038
Change in other current assetls 7,593
Total adjustments 8,854,728
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 26,824,645

NON-CASH ITEM:
Change in fair value of investments $ 46,854

Capitalized interest 524,220
Amortization of bond discount {28,105}
Amoriization of bond refunding loss (366,428}
Amortization of bond premium 414,612
Accounts payable relating fo construction 416,208

See notes to financial statements {Concluded}
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UPPER TRINITY REGIONAL WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED SEPTEMBER 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Upper Trinity Regional Water District (“District”) is a political subdivision of the State of Texas and a
body politic and corporate, created as a conservation and reclamation district under Article XVI; Section 59
of the Constitution and chapter 1053, Acts of the 71st Legislature of Texas, Regular Session, 1989, Under
the Constitution and the statutes the District has broad powers for water conservation and use of storm and
flood waters and unappropriated flow waters. The District has speeific authority to construct, own, and
operate water supply, treatment and distribution facilitics and wastewater gathering, treatment, and disposal
facilities, to charge for such services; and to make contracts for such purposes with municipalities and other
entities.

A board of directors appointed by member entities governs the District. Each member entity appoints one
representative, who is not an elected official of the entity, to serve as a director for a term of four years. In
order 1o fund the water and wastewater services to member entities, members pay a proportionate share of
the administrative, planning, operating and maintenance, and financing costs of projects based upon their
usage of services from each project in which they participate. Non-member entitics {(customers) pay fees at
a slight premium compared to member entities.

The accounting policies of the District conform to accounting principles generally accepted in the United
States of America (GAAP) applicable to governments, The following is a summary of the more significant
policies:

District’s Systems and projects

A Reporting Entity - The District’s basic financial statements include al} organizations and activities
determined to be part of the District’s reporting entity. The following are descriptions of the systems
and projects, which are sub funds of the District and the Upper Trinity Conservation Trust (UTCT)
which ig the component unit of the District.

The District’s Regional Treated Water System (RTWS) was placed in service in June of 1994 and
curtently provides treated water service to 20 customers in Denton County. The total subscribed
capaeity for RTWS’ customers is 71.56 million gallons per day {mgd). Flower Mound is the system’s
largest customer with a subscribed capacity of 30 mgd.

The District initiated wholesale wastewater treatment service to customers of the Lakeview Regional
Water Reclamation System (LRWRS) in 1996. It was completed in two phases and currently serves
Bartonville, Corinth, Denton County Fresh Water Supply District (DCFWSD) #7 (Lantana), Double
Oak, Highland Village, and Lake Cities MUA. The total combined subseribed capacities for these
customers are eurrently 5.329 mgd, with Highland Village having the highest subscribed capacity at
1.65 mgd.

In March of 1995 the District entered into a contract for non-potable water service with DCFWSD
#1A. This system, which consists of a pump station and non-potable pipeline, was placed in operation
in 1998. The system provides both treated effluent and raw water service o DCFWSD #1A.

‘The Northeast Regional Water Reclamation System (NERWRS), which is composed of the

Riverbend and the Peninsula plants and is located in Northeast Denton County, became operational
in 2003. Riverbend currently provides wastewater treatment service to Lincoln Park, Mustang SUD,
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Providence Village, and DCFWSD’s #8A, #10, and #11, while Pen insula serves Mustang SUD and
Oak Point. The combined contracted capacities for the two systems are 2.94 mgd. In addition, the
planning for pipclines and treatment facilities for the Doe Branch Wastewater Treatment Plant was
initiated in 2004, placed on hold in 2008, then resumed in 2012, Construction is now underway for
the Doe Branch Plant, with completion cxpected early 2016.

The other systems include the Household Hazardous Waste Program, The District’s Growth Project
is used to account for the acquisition of land for projects. Administration and Project Development
are used to report administrative fee revenue and expenses and to account for various expenses before
the construction of projects begins.

Discrete component unit

The UTCT is a component unit of the District that was created in June 2010. The purpose of the
UTCT is to receive, acquire, invest and maintain money assets, real property and other assets for the
putpose of protecting designated watersheds and water quality. The District appoinis the board
members that ate separtate from the District’s board of Directors and provides significant funds for
the UTCT’s operations. Therefore, the UTCT is accounted for as a discretely presented component
unit, which is reported as an Enterprise Fund, as it charges fees for services to users. The UTCT does
not issue a separate financial statements.

B Fuad Accounting — The accounts of the District are organized into one Enterprise Fund, a proprietary
fund. The operations of the fund are accounted for using a set of self-balancing accounts that comprise
the fund’s assets, liabilities, net assets, revenues and expenses. Enterprise Funds are used to account
for operations that are financed and operated in a manner similar to private business enterprises —
whete the intent of the governing body is that the costs (expenses, excluding depreciation and
amortization) of providing services to the contracting users on a continuing basis be financed or
recovered primarily through user charges; and for which the governing body has decided that periodic
determination of tevenues earncd, expenses mecurred and/or net incotne is appropriate for capital
maintenance, management control, accountability or other purposes.

C Basis of Accounting — The proprietary fund is accounted for on a cost of services or “economic
resources” measurement focus, using the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recognized when incurred.

The statement of net position presents information on all of the District’s assets and Habilities, with
the difference betweert the two reported as net position. Over time, increases or decreases i net
position may serve as a useful indicator of whether the financial position of the District 1s improving
or deteriorating.

The statement of revenues, expenses and changes in net position presents information showing how
the District’s net position changed during the most recent fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some items that
will only result in cash flows in future fiscal periods {e.g., carned but unused vacation leave).

The District distinguishes operating revenues and expenses from non-operating items. Operating
revenues and experises generally result from providing services in conneetion with the District’s
principal ongoing services. Operating expenses include the cost of providing the services,
administrative expenses, depreciation of capital assets and general overhead. General averhead
expenses such as the District’s management and support staff’s salary, benefits, supplies, rent and
utilities arc allocated to all operating systems and construction projects based on percentage of the
total expenses for the year. All other expenses and revenues not mecting the definition outlined above
are reported as non-operating revenues and expenses.
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Rates charged for services to member and customer entities are established during the budget process
and approved by the Board of Directors for each fiscal year. The Board provides final approval for
the next fiscal year rates during the September meeting preceding the end of the fiscal year,

Cash, Cash Equivalents, and Investments — Cash equivalents are defined as cash, public funds
investment pools, and investments purchased within three months of maturity. Investments are
recorded at fair value, defined as the amount at which two willing parties would complete an
exchange.

The District reports cash and cash equivalents related to the acquisition or construction of non-current
assets or for debt service as a restricted non-current asset,

Restricted Cash and Cash Equivalents — Certain cash and cash equivalents refated to the
acquisition or construction of non-current assets and certain proceeds of revenue bonds, as well as
certain resources set aside for their repayment, are classified as restricted assets on the balance sheet
because their use is limited by applicable bond covenants and agreements. When both restricted and
unrestricted resources are available for use, it is the District’s policy to use restricted resources first,
and then unrestricted resources as they are needed. This is exemplified in the resources first being
used for debt service payments and construction costs, The following table lists the categories and
amounts of cash and cash equivalents that are restricted.

Restricted Casb and Cash Equivalents Amount

Current Restricted Cash and Cash fquivalents

Self insurance Reserve $ 1,508,548
Total Current Restricted Cash and Cash Equivalents 508 48

Non-current Restricted Cash and Cash Equivalents

Interest and Sinking Reserve 2,058,743
Debt Service Reserve 9,455,046
Construction Funds 29265452

Total Non-current Restricted Cash and Cash Equivalents 40,779,241
Total Restricted Cash and Cash Equivalents $ 42,287,789

Capital Assets — Capital assets are recorded at historical cost. In the case of gifts or contributions,
such assets are recorded at their estimated fair value at the time received. Depreciation on property,
plant and equipment in the financial statements are recorded for cach major class of depreciable
property utilizing the straight-line method over the foliowing estimated useful lives:

Furniture and equipment 3—15 years
Plant/pipeiine facilities 10--50 years
Water rights/reservoirs 50 years

The Distriet’s capitalization threshold for assets is $5,000. A full year of depreciation on
plant/pipetine facilities is taken in the fiscal year following the year the asset is put in service.

Compensated Absences — The District’s employees earn vacation and sick leave that may be used
or accumutated up to certain limits. Unused vacation is paid upon retirement, termination or death.
Unused sick leave is reduced to a percentage of the accumulated balance when paid upon retirement,
certain terminations or death.
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A liability is recorded for vacation and sick leave earned by employees attributable to past service,
The maximum amount of vacation that can be accrued is equal to 2 years of annual eligibility for
each employee. The maximum amount of sick leave that can be accrued is 1,200 hours for each
employee. Employees are eligible to take accrued sick leave and vacation after 30 days and 6 months,
respectively, from initial employment with the District.

The District calculates the current portion of the compensated absences liabilify based on a 3-year
rolling average of amount used by employees. In addition, a liability is recorded for certain
salary-related payments associated with the payment of acerued vacation and sick leave. Current
portion of $346,356 is included in accrued wages and benefits.

As of September 30, 2014, Habilities relating to accrued vacation and sick leave have been recorded
as shown:

Sick Leave Vacation
Beginning of fiscal year $ 547,831 $ 429915
Decrease {G5,8596) {211,735
increase 159 697 257 534
End of fiscal year $ 611632 $ 475714

District benefit plans do not include any post-employment bencfits as defined in GASB Statement
43, Accounting and Financial Reporting By Employers For Postemployment Benefits Other Than
Pensions (OPEB Employers), issued June 2004,

Net Position — Net position on the Statement of Net Position includes the following:

Net investment in capital assets ~ the component of net position that reports the difference between
capital assets less both the accumulated depreciation and the outstanding balance of debt net of
premiums, discounts and debt issue costs, excluding unspent proceeds, that is directly attributable to
the acquisition, construction or improvement of these capital assets. It does not include long-term
accrued interest on State Participation debt.

Ior the calculation of this portion of net position for individual projects as sub-funds, all debt related
to capital assets is considered. For the consolidated entity-wide financial statements, loans between
sub-funds are not included for the caleulation of net investment in eapital assets, because the debt is
not owed to an outside party and does not represent a debt of the entity as a whole. This is exemplified
in the loan made between the Regional Treated Water System and the Northeast Water Reclamation
System.

Restricted for Debt Service - the component of net position that reports the difference between assets
10 be used for debt service and associated liabilities.

Restricted Contributions for Capital Improvements — the component of net position that reports the
amounts provided by various entities for capital improvements only.

Unrestricted — the difference between the assets and liabilities that is not reported in Net Investment
in Capital Assets and Restricted for Debt Service.

Adoption of GASB Statements

During the year ended September 30, 2014 the District adopted GASB Statements: No. 63, Jtems
Previously Reported as Assets and Liabilities, as of October 1, 2013, which established the
accounting and reporting standards that reclassified as deferred outflows or inflows certain items that
were previously reporied as assets and liabilities and required the recoguition of, as outflows or
inflows, cerlain items that were previously reported as assets and liabilities. GASB Statement No. 65
requires debt issuance cost to be expensed in the period incurred instead of deferring and amortizing
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the cost over the life of the debt. As a result of implementing GASB No. 65, the District’s net position
as of October I, 2013 was restated by $7,196,488 1o reflect the recognition of debt issuance cost
previously reported as assets that are now required to be reported as outflows in accordance with the
standard.

2. CASH AND INVESTMENTS

The Board designates a financial institution to serve as the depository for the funds of the Distriet in
accordance with its enabling statute. T'o the extent that funds held by the depository bank are not insured by
the Federal Deposit Insurance Corporation, they are secured in the manner provided by law of the State of
Texas. At September 30, 2014, the Distriet’s carrying amount of deposits were $56,278,822 for the District
and $67,827 for the UTCT. The bank balance as of September 30, 2014 was $56,683,830 for the District
and $67,827 for the UTCT. Both bank balances at September 30, 2014, were entirely covered by federal
depository insurance or by collateral held by District’s independent third party agent (BNY Meilon} in the
Distriet’s name,

As of September 30, 2014, the District had the following cash and invesiments:

Weighted Average

Cashi/investment Type FairValue Maturity {Years)
Federal Home Loan Mortgage Corporation Security $ 5,903,000 03113
Public finds investment pools 5,790,735 0.0002
Bank deposits/Money Market {Carrying Value) 56,278,822 0.0023
Total fair value and weighted maturity $ 67,972,557 03138

Statutery Risks — Investments — To ensure that the District is in compliance with all applicable laws, the
District adheres 1o a Board approved Investment Policy in accordance with Chapter 2256, Texas
Government Code.

Interest Rate Risk — In accordance with the District’s investment policy, investinents are madc to ensure
the primary objective of preservation of capital and the safety of principal in the overall portfolio. Intcrest
rate earnings and reasonable returns are the secondary objectives. As a result, each investment transaction
seeks 1o ensure first that capital losses are avoided, whether they be from security defaults or erosion of
market value. Therefore, the District does not expose itself to significant interest rate risk.

Credit Risk — The District’s investments in public funds investment pools include investments with
TexPool. TexPool is rated as an AAA morney market fund by Standard & Poor’s. TexPool is a public funds
investment pool ereated by the Treasurer of the State of Texas, acting and through the Texas treasury
Safekeeping Trust Company, is empowered to invest funds and act as a custodian of investments purchased
with local investment funds in full complianec with the Public Funds Investiment Act. As of September 30,
2014, the District’s investment in TexPool was $5,790,73$ with a fair value of $5,790,735. The fair value
of the District’s position in the pool is the same as the value of the pool shares,

lnvestments in Federal National Mortgage Association Security have AAA senior debt rating by Standard
& Poor’s and Moody’s.

Custodial Credit Risk — Deposits — In the case of deposits, this is the risk that in the event of a bank
failure, the District’s deposits may not be returned to it. The District follows the Public Funds Collateral Act
and has a policy of maintaining contact with the trust department of its depository agency to eliminate all
custodial risk. As of September 30, 2014, the Distriet’s bank balance of $56,278,822 held in the depository
bank, Wells Fargo, N.A., were fully coliateralized.

18-



Custedial Credit Risk — Investments — For an investrment, this is the risk that, in the event of the failure
of the counterparty, the District will not be able to recover the value of its investments or collateral securities
that are in the possession of an cutside party. All investiments held by third parties are held in the District’s
name,

Public Funds Investment Act — Audit procedures related to the Public Funds Investment Act are conducted
as part of the audit of the basic financial statements. The District adheres to the requirement of the Act in
the areas of investment practices, management reports an establishment of appropriate policies,

On August §, 2011, Standard and Poor’s, one of three nationally recognized raters of US debt and seeurities,
downgraded the rating of long-term US sovereignd sbt from AAA to AA+ for the first time since 1941 with
a negative outlook. The two other national raters, Moody’s and Fitch, continue to have the highest ratings,
put have the debt on their watch lists. While the District has no investments in IS debt and securities, the
District does invest in Texpool, which does have US debt and sccurities as underlying investinents
guaranteeing the Distriet’s deposits.

As required by GASB Statement No. 31, the District recognizes the net unrealized gain/loss on investments
as investment income/loss.

3 CONTRACTUAL AGREEMENTS RECEIVABLE

Contractual Agreements made with other entities refers to financing provided by the Distriet for facilities
for the benefit of Mustang SUD and Argyle WSC. The amount of $3,808,218 represents the principal and
interest to be paid by these entities, of which $397,775 recorded in accounts receivable from customers is
to be repaid in the next fiscal year. The interest rates of the agreements range from 3.60% to 6.077% and
will be repaid in full by the entities by fiscal year 2026.

4 UNEARNED REVENUE
The uneamed revenue amount is comprised of the total interest that will be carned in future periods from

Contractual Agreements and various lease agreements. The unearned revenue witl be recognized as revenue
in future periods when service is performed.
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5. CAPITAL ASSETS

The following is a summary of changes in capital assets for the year ended September 30, 2614:

Beginning Retirements/ Ending
Baiance Additions Reciassifications Baiance
Capita! assets not being depreciated
Land § 12,230,493 $ 453,829 8 {114,900} $ 12,573,422
Construction in progress:
Land - General purpose 1,798,653 16,548 1,815,201
Reservoir land §.970,293 1,331,591 11,307,884
C(rther construciion cosis 22,681,276 11,437,378 (717,516) 33,401,138
Total capital assets not being depreciated 46,680,715 13,239,346 {B28416} 59,401,645
Capital assets that are being depreciated:
Piant/pipeline facilities 312,230,914 834,203 462,669 313,527,786
Leased assets 49,208 (15,970) 33,238
Water rights 8,801,541 8,801,511
Reservoirs 1,556,416 1,556,416
Furniture and equipment 2,510,960 2,562,899
125,149,009 326,881,850
L.ess acoumulated deprectation for.
Plant/pipeline facilities 92,475,978 8,567,579 {113,191} 160,930,366
Leased assets 44 288 {14,374} 26,914
Water rights 1,758,595 176,073 1,934,668
Reservoirs 217,896 31,128 249,024
Furniture and equipment 1,766,925 208,350 (85,559} 1,889,716
96,263,682 8,983,130 11124 105,033,688
Total depreciable caphal assets — net 228,885,327 7,591 981 554,816 221,848,162
Capital assets — net $275,566,042 $ 5,647,365 3 {273,600} $ 280,939,807

For the year ended September 30, 2014, capitalized interest of approximately $524,220 was added to
construction in progress.

6. NOTES PAYABLE, LONG-TERM DEBT, AND OTHER LIABILITIES

Long-term debt of the District at September 30, 2014 includes bonded indebtedness consisting of revenue
bonds payable, State Participation debt, notes payable, refated non-current accrued interest payable, and
other financing proceeds not to be repaid within one year. Revenues from customers parficipating in these
projects will be used to pay debt service on the fong-term debt.

The District entered into a master agreement on February 20, 2002 related to the Northeast Water
Reclamation System and received $2,325,000 of State Participation funding. The funding is for
improvements to pump stations and transmission and distribution pipelines.

Under the master agreement regarding State Participation funding, the District is allowed to defer payment

of a portion of interest costs until future periods. However, the full amount of the interest is currently being
expensed on an annual basis. The amount of unpaid interest is being recorded as a non-current liability under
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long-term accrued interest. The District has a remaining balance of $793,204 in long-term accrued interest
as of September 30, 2014,

Because the interest rate market remained favorable in FY 2014, the District refunded principal of
$18,765,000 in outstanding revenue bonds with $16,550,600 in revenue refunding bonds in the Regional
Treated Water System and $3,230,000 in revenue refunding bonds in the Lakeview Regional Water
Reclamation System. With these refundings, the District recognized a refunding loss of approximately
$400,000. In addition, the District realized a total debt service savings of approximately $2.6 million and a
total present value cash savings of approximately $2.0 million.

When the District issues revenue refunding bonds, the proceeds are often placed in an irrevocable trust to
pay all future debt service on certain refunded debt. The refunded bonds are considered defeased and neither
the trust accounts nor the liability for the defeased bonds are included in the District’s combined financial
statements. As of September 30, 2014, $3,095,000 bonds are still outstanding.

During fiscal year 2008, the District received $10,400,000 in Water Infrastructure Fuading (WIF-10} from
the Texas Water Development Board. The funding is to be used for the planning phase of the District’s
Lake Ralph Hall Project. Under the WIF-10, the District neither pays nor accrues interest for the first 10
years after issuance of the debt and also pays no principal during that same time period. The District
classifies the WIF-10 funding as revenue bonds for financial reporting purposes.

During fiscal year 2014, the Distriet continued to make use of its Commercial Paper program for the
Regional Treated Water System. The Commercial Paper program was established during fiscal year 2005
through partnerships with Banc of America Seeurities, LLC and Wachovia Bank, N.A. (now teplaced by
1JS Bank). The Commercial Paper program enables the District to drawdown the funds when necessary to
pay for Capital Improvement Expenditures and to rollover the principal portions of the lability until the
District sees fit to retire the principal balance. The outstanding principal balance of the Commercial Paper
program as of September 36, 2014 was $37,050,000.

In accordance with the terms of the Commercial Paper agreement (“Agreement™), the District has recorded
the amount outstanding as of year-end as a long-term liability in the Statement of Net Position since the
Agreement includes a long-term irrevocable financing option in the form of a Letter of Credit (LOC) in the
amount of $50,000,000. The LOC expires June 9, 2017 (subject to potential extension through 2030) and
carries an annual interest rate not to exceed 10% and can be used as a liquidity facility to ensure direct
payment of principal and interest of the maturities of the commercial paper program as they become due.
For fiscal year 2014, the annual interest rate for Commercial Paper ranged from .07% to . 12%.

During the year ended September 30, 2014, the District used the LOC to pay principal and interest amounts
on the agreement as maturities have become due. Principal amounts drawn on the LOC have been repaid by
the proceeds of new draws on the Commercial Paper program. The District repaid the interest amounts
drawn from revenues of the system. As of year-end there was no balance owed by the District on the LOC,

Also included as a significant portion of the District’s long-term debt is the obligation due to the Army
Corps of Engineers for Chapman Lake Water Rights through the City of Commerce. The District had a
remaining balance of $5,353,500. See note 7 for further explanation of this obligation.

The District had a remaining balance of $12,710,647 of Notes Payable as of September 30, 2014. The
District teceived these funds from certain fresh water supply districts for the construction of water and
wastewater systems and operational contingencies, These notes have no interest costs or payment schedule
associated with them. The District may repay the Notes Payable at such time as the respective service areas
have developed sufficiently that the Distriet deems it appropriate to arrange other long-term financing or
repay amounts available from non-restricted assets.
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Total activity for notes payable, long-term debt and other liabilities for the year ended September 30, 2014

was as follows:

Revenue bonds

State participation debt
Discount

Premium

Revenue bonds and
state participation debt

Commercial paper

Water supply obligation
Notes payable

Non-current accrued interest

Other long-term
Habilities

Total notes payable, long-term debt
and other liabilities

Beginning
Balance

§ 228,785.800 3§

2,100,000

(282,803

3,577,184

234,179,381

31,550,000
5,438,881
10,663,725
793,204

48,445,810

$ 282,625,191

22-

32,730,000 §  {31,910,000) § 229605000 §

(196,800,000}

(197,194,081

Due Within
Oneg Year

13,550,060

13,550,006

88,159

113,315

201,474

13,751,474



The following is a detailed listing of the long-term debt of the District

Series
Regional treated water system:
Revenue bonds:
Series 2004
Series 2005 (refunding)
Series 2006 (refunding)
Series 2007 (refunding)
Series 2008 (WIF-10}
Series 2010 (refunding)
Series 2G10A
Series 2012 (refunding)
Series 2012A {refunding)
Series 2013 (refunding)
Lakeview water reclamation system:
Revenue bonds:
Series 2006 (refunding)
Series 2011
Series 2012 (refunding)
Series 2012A (refunding)
Series 2014 {refunding)
Northeast water reclamation system:
Revenue bonds:
Series 2007
Series 2614
Non-potable water system.
Revenue bonds:
Series 1996
Total revenue bonds
Northeast water reclamation system
State participation - Series 2003
Total state participation
Regional treated water system:
Water rights:

Initial water
Future water

Total water rights

23

$

Armount

1,540,000
36,316,660
13,785,600
29,465,660
10,400,000

4,210,600
22,276,000
12,480,000
34,710,000
16,250,600

3,480,060
4,180,600
5,205,060
15,150,660
3,230,000

3,460,060
12,950,000

496,600

$ 229,605,000

2,100,000
2,100,000

1,219,829
4,133,671

5,353,500

Maturity

2016
2028
2021
2032
2027
2026
2025
2029
2037
2030

2027
2030
2028
2028
2030

2032
2035

2616

2036

2040
2050

Rates

2.00-525%
4.00-5.25%
4.00-5.00%
4.00-4.38%
2.01-2.83%
2.00-4.35%
2.00-4.06%
2.60-3.75%
2.60-5.00%
3.11%

4.00-4.25%
3.00-5.00%
2.00-4.00%
2.00-5.00%
2.00-3.50%

3.76-4.38%
3.00-4.38%

4.70-5.25%

5.58-5.78%

3.25%
325%



The District plans to repay both the principal and interest on the Revenue Ronds, State Participation
Obligation and Water Rights based on the following schedule:

Years £nding Revenue Bonds State Particlpation Water Supply Obligation Totai
September 30 Prinicipat interest Principal interest Principal Interest

3 §13,550.000 8710641 F 0 233435 §  R8,1539 S 174,149 5 22156,184
2016 14,140,000 8193412 233438 o1 527 174,282 22.R29,156
2087 13,630,000 7672448 233,435 93,088 168,320 21798,191
2018 15,570,000 7,151,143 233,435 97,045 165,263 23,216,888
2019 15,760,600 6,798 041 233433 130,262 162,106 23,053,784
2020-2024 72,905 600 25,324,039 § 325000 309876 552,076 159,464 10,675,455
2025-2429 549,130,600 | H04 458 £75,060 436,867 647,507 663,634 72,637,866
2030-2034 18,935 00¢ 3,270,530 890,000 219,992 66,372 551,164 24 037063
2035-2039 5,985,006 588,819 216,500 12,138 842 358 419,182 §,107 497
2040-2044 83471 271,649 1,185 826
20452049 826,245 142 428 68 673
2080-2054 369 351 18,11% 387470
Tota $229 6035 000 $ 788133533 § 2,100,060 2646048 $5,3153 501 3666165 § 327,184 247

Debt of the District’s water, wastewater and non-potable systems includes revenue refunding and revenue
bonds, State Participation funding, Water Supply Obligation and payments related to Commercial Paper.
This debt is secured by and payable from net revenues of each of the District’s systems. Some of the
Distriet’s debt contains provisions that allow the Distriet to prepay or call the debt.

Specifically, net revenues of the District’s various systems have been pledged for repayment of the District’s
outstanding debt. All debt was originally issued to provide for eonstruction of the various systems. The
pledge continues for the life of the debt. For the Regional Treated Water System, net pledged revenues for
the year ended September 30, 2014 were $21,753,380 and actual annual debt service was $18,405,836. For
the Lakevicw Regional Water Reclamation System, net pledged revenues were $4,104,709 and actual annual
debt service was $3,757,024. For the Riverbend and Doe Branch Plants of the Northeast Regional Water
Reclamation System, net pledged revenues were $862,081 and actual annual debt serviee was $578,061.
For the Non-Potable System, net pledged revenues were $278,811 and actual annual debt service was
$267,085.

The District uses a method that approximates the effective interest rate to amortize premiums and discounts
on bond issuance,

There is no amortization schedule for the Commercial Paper or Notes Payable because these liabilities have
undetermined payment schedules,

7. WATER RIGHTS/WATER SUPPLY OBLIGATIONS

In 1990 the District entered into a 50—year contract with the City of Commerce, Texas to obtain raw water
rights in Chapman Reservoir. On January 31, 2006, the Corps of Engineers {COE) notified the Sulphur
River Municipal Water District (SRMWD) of its final accounting for construction. The final construction
cost atlocated to water supply was $14,930,738. The District’s share of SRMW1L)’s obligation is 41.81%, or
$6,242.542. As of September 30, 2014, the District had paid $889,042 for principal, leaving a remaining
liability of $5,353,500. Inclusive of capitalized costs during the construction period of the reservoir, the net
book value, net of amortization, of the District’s water rights was $6,866,843 at September 30, 2014, The
District amortizes its water rights over the life of the contract, on straight-line basis for 50 years.

8. EMPLOYEES’ RETIREMENT PLANS
Defined Contribution Plan — A retirement plan is provided for all regular employees of the District and
is administered by the ICMA Retirement Corporation. It is a single-employer defined contribution

retirement plan created in accordance with Internal Revenue Code Section 401(a), which provides retirement
benefits for all reguiar employees. The retitement plan is cstablished by the District’s Board, which may
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periodically amend the plan and its respective contributions. The District’s employer contribution to the
401(a) plan is 10% of the employees’ gross compensation.

Employees hired before October 1, 2000, become fully vested after five years of employment or upon
attaining age 60, whichever oceurs first, and are eligible to receive benefits upon retitement. Full vesting for
employees hircd after September 30, 2000, occurs at seven years of employment or upon reaching age 62,
whichever occurs first.

During fiseal year 2014, the District contributed the required employer contribution of 10% of the
employees’ gross compensation. The Distriet also contributed the required ermployees’ contribution of 6.2%
of the employees’ gross compensation pursuant to the IRC Section A14(02) Pick-Up Election under the
Plan. Under the Pick-Up Election, any plan established by a governmental unit can have its employees tax
defer the required employee contribution since the employer “picks-up™ the required contribution from the
employee and makes the payment to the Plan on behalf of the employee. The employer and employee
contributions were $501,555 and $310,964 respectively, based on a covered payroll of $5,015,545, Total
payroll for the District was $5,207,539.

‘The District makes contributions to the 401(a) plan by matching, dollar-for-dollar, employees’ contributions
1o the deferted compensation plan, discussed below, up to 2% of each employee’s gross income. The District
contributed $79,873 to the 401(a) plan as a result of employee contributions into the deferred compensation
plan.

Deferred Compensation Plan — The District also offers its regular employees 2 deferred compensation
plan creatcd in accordance with Internal Revenue Code Scetion 457. The plan permits participants to defer
a portion of their salary until future years. Any withdrawal requires a penalty, except upen termination,
retirement, death or an unforeseeable emergency. The District does not make any contribution to the deferred
compensation plan.

All amounts of comperis the plan are placed into a trust for the benefit of participants.
The plan is administered t Corporation. These deferred amounts; all property and rights
with those amounts, and ble to those amounts are solely the property and rights of the

employees. As such, these assets are not included in the financial statements of the District as of
September 36, 2014,

9, CONTRIBUTIONS

The District recorded a total of $16,298,898 in contributions in fiscal year 2014. The contributions received
by the District were from member entities in aid of construction for the Regional Treated Water System, the
Lakeview Water Reclamation System and the Northeast Regional Water Reclamation Systen.

“The UTCT recorded a total of $25,000 in contributions. The contributions were received from the District.
“The contribuiions were made 1o assist the financial position of the UTCT.

10. SEGMENT INFORMATION

The three condensed schedules on the next two pages represent a breakdown of the financial information of
the three major segments of the District. The Water segment is composed of the Regional Treated Water
System; the Water Reclamation segment is composed of the {akeview and Northeast Water Reclamation
Systems; the Non-Potable Segment is composed of the Non-Potable Water System.
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Condensed Schedule of Net
Position by Segment

Assets:
Current assels
Lopp-lerm assets
Restricted assets
Capital assels

Total asseis

Deferred outflow:
Deferred loss on refunding of debt
Total Deferred outfiow

Liabilities:
Current Habilities
1iabiltiies payable from restricted assets
Nor-current Habilities

Totat Linbilities

Net position:
Net invesiment in capital assels
Restrictod:
For debt service
Contributions for capital improvemenis
Unrestricted

Total net position

D6

$

Water

20,170,144 §

3415024
14,250,602
215392413

250,228,180

2,222,962
962

4,283,487
12,355,533
215,206,046

231845066

(2,160,041
11,096,134
1,669,983

20,606,076 $

36, 2014
Water
Reclamation
l.akeview Northeast Nos-Potable

282164 $ 1,625,621 $ 303475

4,191,500 29,186,803
16,084,262 3123469
43,097,373 62,047,118
241.009
241,009
497379 3,686,737
2,639,623 534,286
29,850,549 31,760,187
32,987,551 35981210 12817
7,205,195 12,395,565
2,659,579 820,374
14,074,925
486,058 (1224,9%6)
E § 26,065,908
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Gondensed Schedule of Revenues, Expenses, and

Changes in Net Position by Segment

Total Revenue
Depreciation
{nher operating expenses

Operating income (foss)

Not-operating revenues {expensesy:
Bauity fee income
Htvestment income
Insferest income

tnterest expense pet of capitatized interest
Gainfl.oss on Disposal of capital assets
Net non-operating revenucs {expenses)

Net weome (loss) before contributions and transfers

Contributions
Transfers from (o) other sysiems

Change in net position

Beginaing net position
Restatemnent of beginning net position due to
implementation of GASH 63

Net postion - Beginring of year as restated

Total net position - Hnd of yeur

Contensed Schedule of Cash Flows
by Segment

Net cash provided {used) by:
Operating activities
Capital und related financing activities
{nvesting ackivities
Net increase {docrease)

Cash and cash equivalents — beginning of year

Cash and cash equivalents — end of year

RISK MANAGEMENT

iy R

Ended mber 4
Reclamation
Water Lakeview Northeast Non-Potabie
34,533,041 § 6362259 0 2,368202 £ 336,304
(6,407,284} {1,443,472} {1,049424) {65,787
{13,050,333} {2,281 835% {1,493,623} {60,686}
15,675.424 2,636,948 {82845} 208831
20,000
33,752 11,085
256,675 24,293 76,893
(§,161,219} {1,269,958} {421,209
33 (15,790 (44,3313
{1,250.3TH {388,647
1,386,571 571,492} 179,276
5,354 14,973 16,218,571
128,685 (37,082) (1.350)
7,333,174 2 15,594,026 177,926
19,313,196 9,886,972 10,630,656 1,783 486
(6,057.894) (960,602)
13252302 8,926,170
320500070 §. 10350832 $.20.065.908 31942194
Year Ended Septernber 30, 2014
Water
Water Lakeview Northeast Non-Potable
§ 20,725,247 $ 3863804 $ 1,595,426 § 307888
(22,277,345} {3,835,198) 26,234,757 {269,453}
250,082 24,118 76,893 3185
(1,302,086} 52,724 27507076 41,620
28721035 4 886,414 2,699,931 528,259
§ 24,418,969 4,939,138 § 30607007 § 569879

The District is exposed to various risks of loss related to torts; workers’ compensation; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. These risks are
martaged through the purchase of commetcial insurance policies. Claims expenditures and liabilities are
reported when it is probable that a loss has occurred and the amount of that loss can be reasonably cstimated,



These losses include an estimate of claims that have been incutred but not reported. The District has a
partially self-funded healt care insurance program. The District had estimated partially self-funded health
insurance liabilities as follows:

Year ended Year ended

9/30/14 Q13013
Unpaid claims, beginning of fiscal year $ 81,208 $ 70877
Incurred claims ( including [BNRs) 545,045 787,233
Claim payments {657,253) (776.902)
Unpaid claims, end of fiscal year $ 69.000 $ 81208

No significant reductions in insurance coverage have occurred. No settlements have exceeded coverage in
the past two years.

12. COMMITMENTS AND CONTINGENCIES

The Distriet frequently enters into contractual commitments for construction of water and wastewater
facilities, pipelines and other related construction costs, Commitments for construction projects not
completed at September 30, 2014, had a total contracted amount of $33,811,952 of which $5,911,879 has
been spent. Funds to pay these obligations are provided by debt proceeds, internally generated capital and
from entities that participate in projects

The District from time 1o time is the condemnor in eminent domain eases and is subject to other suits in the

normal course of business, for which the ultimate cost is unknown. The exposure to the District in

condemnation matters depends on testimony as to the value of the right taken. Management does not expect

the potential exposure in these cases to be material, and has not recorded an accrual at September 30, 2014,
13. NEW ACCOUNTING PRONOUNCEMENTS

The Governmental Accounting Standards Board (GASB) has issued the following statements:

In June 2012, the GASB issued Statement No, 68, Accounting and Financial Reporting for Pensions — an

amendment of GASB Statement No. 27. This Statement is effective for the District beginning in fiscal year

ending September 30, 2015,

In January 2013, the GASB issued Statement No. 69, Government Combinations and Disposals of

Government Operations. This Statement is effective for the Distriet beginning in fiscal year ending

September 30, 2615,

In November 2013, the GASB issued Statement No. 71, Pension Transition for Contributions Made

Subsequent to the Measurement Date. This Statement is effective for the District beginning in fiscal year

ending September 30, 2015

Management has not yet determined the impact of these statements on the basic financial statements.
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SUPPLEMENTAL SYSTEM AND PROJECT SCHEDULES
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UPPER TRINITY REGIONAL WATER DISTRICT

COMBINING SCHEDULE OF NET POSITICN - SYSTEMS AND PRQUECTS
Septernber 30, 2014

Water Water Reclamation Non-Potable
Regional Lakeview Northeast
Treated Water Water Non-Potabie
Water Reclamation Reclamation Watar
System System System Bystem
ASBETS
CURRENT ASSETS:
Cash and cash aquivalents % 14,447 564 $ 2125218 1,420,204 § 270,874
Accounis receivable 3,094,334 B87 531 204 367 30,182
Inferest recelvable 18,765 [ERET 1,11
Interaystem notes receivable 2,704 427
Prepaid expenses 5,364 29787 1,060 1,208
Restricted assets:
State Participation Escrow.
Cash and cash gquivalants
Seif-dnsured Reserve Fund:
Cash and cash equivalents ] 1.082,858 208,865 197,284 2578
Tokal curent assels 22,253,088 3.030,578 1,822,815 206,053
NON-CURRENT ASSETS
Accelmis Racelvable - Equity Fees 4 581
Rastricted assets:
Construciion Fund:
Cash and cash equivalents 24 792 1,132,884 27,183 288 24,487
fnvesiments 246,227
Reserve Fund:
Cash and cash eguivaienis 6,820,108 1,26%, 168 1,008 218 257, 8b4
frvesiments 4,279,184 1,377 BAG
P& S Reserve Fund!
Cash and cash equivaionts 1,143,548 202,889 708,003 4,282
Total Non-curren? assets 13,172,228 3982538 28,885,509 542,554
CAPITAL ASSETS:
Land 10,625 818 1,632,821 852,056 27,966
Huiklings 593,238 41,254 41,264 4,126
Fumiture and aquipment 1,416,281 1,084,128 208782 4,239
Plant/pipetine facilties 232,027 240 47,461,185 30,574,362 2,585,435
Leased assels 25 468 4,982 1,825 1
Water righia 8,801,511
Reservoirs 1.566,416
Less accumulated depreciation (81,447 B35} {14,483, 757} {7,895,738) {1,015, 723
Construction in progress:
Land To6, 025 1,019,176
Reservalr and 11,301,884
Other construstion costs 265,185,668 343 880 8,422 966
Toial capitel assels 211,382,413 36,084 263 31,234,684 1,606,104
OTHER ASSETS:
Conlractual Agreements Receivable 3410443
3,410,443 B
Total Non.current assets 237,975,081 40,066 788 60,224,203 2,148,658
TOTAL ASSETS § 250 228 180 § 43087374 52,047,118 $ 2454 741
DEFERREDR CUTFLOWS OF RESOURCES:
Loss on debt refunding 2,222,882 241,008
TOTAL DEFERRED CUTFLOW OF RESQURCES  § 2222852 $ 244,009 $

13-

Solid Administration and Component
Waste Project Development Linit
Household
Hazardous Adminlstration
Waste Growth and Capital Intersystem Total
Program Froject Projects Elimtination
$ 161,856 5 53,734 $ 1302120 & § 18,781,767 & &7.827
8,208 394 4,925,148
25,4821
{2,704 12T}
14,227 21,646
o 16,753 o 1,508,548
170,254 53,734 1,330,484 12,704,127y 26,262,498 57 8d7
4,581
29,265,452
248 227
9458 348
5.G56,774
. 2.058.743
B - 46,686,823
24,8681 12,573,422
98,951 878,883
274,468 2,062 899
312 648,903
824 33,238
8,801 511
1,856 418
{220,638} {105, 033,688}
1,816,201
11,301,884
- 438,726 33401138 -
622333 280,930 807
I 3,410,443 -
- _ 3,410,443 s
o . __ 822,333 R _331.037,073 S
5 170,254 $ B3T3 % 1 852 827 H{2 704 127 $357 300,071 b 57827
R i B 2.463.9%1 S
3 $ $ $ & 2483971
{Continued)
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UPPER TRINITY REGIONAL WATER DISTRICT

COMBINING SCHEDULE OF NET POSITION - SYSTEMS AND PROJECTS

September 3¢, 2014

LIABILITIES AND NET POSITION

LIABILITIES N
Current liabihtes:

Accounts payable

Lineamed revenus

Accried wages & penefits

Ciher current Habiities

Intersystem notes payable

Liapiiities payabie from restricted assats:
Accrued interest payabie
Construction retainages payable
Current portion of long-lerm bonds
Currend portion of water supply obligstion
Current portion of iong-term acorued interest
Lnoaid self-insurance claims

Total current Habilities

MNorn-current tiabiliies, net of currant
portion
Long-term honds
Long-{erm siate participation
Commercial paper payable
Long-term water supply obiigation
Long-term accrued compensated absences
Notes payable
Long-term acorued interest
Total non-current Habilities

TOTAL LIABILITIES

NET POSITION
Net investment in capitat assets

Restricted:
For gebt service
Contributions for capital improvements

Uprgsiricted

Total net position

Water Water Reclamation Non-Pofable
Regional Lakaview Northeast
Troated Water Water NosPofable
Water Heclamation Raglamation Water
Bystem Bystem System System
5 3,122,441 $ 162,024 1,256,508 B 8,758
881,610 G0
279,436 73,500 44,849 1487
19,786
261, 78D 2,365 826 5,385
1,548,718 180,085 162,643 4 288
331,122 88,304
10,740,000 2,.44G,000 130,900 240,000
88,1480
113,315
48534 g 558 9,024 118
16,638,020 3,137,002 4,224,023 261 745
172,564 286 29.771,5114 16,237 652 258,000
2,100,600
37,050,000
5,265,341
306,418 19.038 31,8599 Tre
12,710,647
- 679,889
215.206.046 24,850,549 31,780,187 2772
231,845,066 32,987,551 35,981,210 512,517
(2,160,041} 7,205,185 12,385 868 115,164
14,086,134 2 650579 820,374 267 558
14,674 925
14,660,983 485,058 {1,274,956) 568,542
T 20806078 $ 10,350,832 3 26,065 808 $ 1,842,194

-32-
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Solid Administration and Component
Waste Project Development Unit
Household
Hazardous Administration
Waste Growth and Capifel intergystem Total
Program Project Frojects Eibntination
& 35 570,37 F 4,621,333 5 3,458
881,710
206 245 950 644,962
18, 758
70,350 {2,704127)
1,533,714
420,426
13,580,000
88,159
113,316
o _ o 768 - - 68 GO0
255 o 387,447 {2704 127} 21,842 365 3,658
218,843,449
2,100,000
37,050,000
5265341
322,782 740,950
12,710,647
— S 679,889
- 322,762 277 390 318
258 710,208 (2,704,127} 208,332 684 3,958
$22.333 18,178,186
14,843,645
14,074,925
169,808 53734 H20,285 12,333,835 63,860
% 166,999 $ B3 T34 $ 1,242,618 3 $ 80,431 361 3 53 869
{Conciudad)




UPPER TRINITY REGIONAL WATER DISTRICT

COMBINING SCHEDULE OF REVENUES, EXPENSES, AND CHANGES
IN NET POSITION - SYSTEMS AND PROJECTS
YEAR ENDED SEPTEMBER 30, 2014

Solid Administration and Componant
Water Water Reclamation Non-Potabie Wasta Projsct Development Linit
Regional L.akeview Northeast Household
Troated Water Watar Non-Potable Hazardous Adminisiration
Water Reclamation Reelamation Weatar Vijaste Growth and Project Total
System System System System Program Project {evelopment
OPERATING REVENUES
Charges for services § 34421728 5 6.343529 % 2,350,982 $ 335,304 § 15864 5 14 449 $ 129,53V $ 43626383 3 3,875
Misceliangous income 911,313 13,730 240 125 263
Totat operating revenues 34,533 044 5,362,259 2,360,202 338,304 15 864 14 448 129,537 43 751 656 3875
OPERATING EXPENSES:
Operation and maintenance:
Saiaries and henefits 1,987,384 553,045 407,368 7.820 4,471 75846 3,046,912 8,745
Wiater and waslewater treatment 5,714,429 270,348 175,454 23666 8,183,927
l.ab chemicals and suppties 917,640 52,937 76,413 1046750
Maintenange 478 412 196,578 210,313 468 1104 885,875
Utitities 4,723,488 408,668 228,410 13,433 2,371,989
Equipment and tools 14,925 24,802 14,377 54 104
Sludge removat 195,495 00,369 24% 864
Disposal service 12,524 12,524
Miscellaneous 114,590 30,238 20,805 165631
Pepraciation 6,407,284 1,443,472 1,048,424 65,787 16,002 B G82 (058
Overhead expenses 1862642 508,275 220,475 15,168 4,000 2,608 461
Administrativefother 237 143 34475 38,841 15285 326,514 2,281
Total expanses 16,487 647 3725311 2,543,047 126,473 20,995 0B 287 25,981,740 11,026
OPERATING INCOME (LOSS) 18,075,424 2,636 848 {182 845} 208,831 {51310 449 21240 §7.750.846 {7.181)
NON-OPERATING REVENUES {EXPENSES)
Equily fee income 20,000 20,000
Operating contribution from UTRWD 25000
tnvestnent incormnse 33,7562 11,085 2,17 48,084
{teras! income 250,875 24,293 76,853 3,183 326 7B 357,332 31
tnterest expense, net of capitalized interest {8,161,218} (1,265,858} {421,208} {35,882} {6,888, 248)
GainfLoss) Disposal of Capital Assels 1,103 L5797 {44331} (6); B384
Net non-aperating income (expense} {7 855 868%) {1,250.377) {388,647} {30 565} 328 175 19,847, 756) 25,031
NET INCOME {LOSS) BEFORE
CONTRIBUTIONS AND TRANSFERS 7,219,735 1,386,571 {671,492} 178,276 14,8053 14,624 (1,749) 8.222.180 17,880
Contributions 5,354 74,873 16,218,671 16,208,888
Transfers {lo)from other sysiems and pujests 128,685 {37,082 {53,053} ) (1.350) {40,000) 2800
CHANGE IN NET POSITION 7, 774 1,424 462 5,594 026 R i i4 BOSY {25,376} 1,051 24,521,088 17,880
TOTAL NET POSITION - beginning of year 18,340,196 5,886,872 10,630 658 1,783,486 174,804 78, 110 1,241,567 43 108 791 45 98%
Restatement of beginning net position due fo
implementation of GASH 65 (68,087 8043 {960,502 {158,714} {19218} {¥,186 488}
NET POSITION -peginning of year as restated 13,252,302 8,626 370 10,471,882 1,784 268 174 804 79110 1,241,567 35,910,303 45,889
TOTAL NET POSITION - end of year § 20808076 § 10,350,832 § 28085508 $ 1,942 194 $ 163,969 $ 53,734 § 1242818 3 50,431,381 3 63 869
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UPPER TRINITY REGIONAL WATER DISTRICT

COMBINING SCHEDULE OF CASH FLOWS - SYSTEMS AND PROJECTS

FOR THE YEAR ENDED SEPTEMBER 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from cusiomerns
Cash pald 1o vendors
Cash paid 1o amployeas

Net cash provided {used) Dy operaling aclivities

CASH FLOWS FROM CAPITAL AND RELATED
FINANGING ACTRTIES:
Property addifions
Sale of Property
Contribulions received
Bond proceeds
Siale participation debl proceeds
Bond pringipal paymenis
Bond paymenis for refunded bonds {deposied intd an escrow fund}
Waler supply obligation
Commergial paper proceeds {accumuialed gross see nole 8}
Commergial paper paymenis (accumuizted gross see nota #8)
inferfund Notes Recsivable
injerflng Notes Payable
Noies payable procesds
Noles payaiie payments
Paymend of inferest and related fees
Eyuily Fees and Other
interfund iransfers
Mt cash {used in) provided by capital
atd related financing activilies

CASH FLOWS FROM INVESTING ACTIVITIES
IHeres! insoma
Furchase of Investmeants
Maturity of wvestments
Net cagh provided by investing aclivilies

ncrease {decrease} in cash and cash equivalents
Casgh and cash equivalents, beginning of yeat

Cash and cash eguivalents, end of year

6.

Water
Reglonai
Yreated
Water
System

34,626,766
{10,424 ,887)
{3,476,8682)

20,725,247

(9,624,606}

5,354
16,430,154

(10,485,000}
£15,570,000}
(86,351}
202,300,000
(196,800,000
{302,580

(8,717,768
33,208
128 685

{22,277 345)

280,012

250,012

£1,302,086)
25,721,055

24,418 869

Water Reciamation

Lakeview
Watar
Reclamation
Sysfem

$ 8,177,387
{1,363,562)
. (850,421)

3,863 804

(512,254}

74,973
3,249,834

(2,305,000}
(3,095,000

241 255

(1,462,024}

(37,082}

24118

24118

52,724
4,886 414

$ 4,939,138

$

$

Northeast

Wator

Roclamation

System

2,380,129
{197,273}

1.595.428

{5.910,007)

16,218,571
12,830,791

{125,000

75,911
2,356,622
(308,700
(799,566

28,234,757

78,883

76893

27,907 076
2,500,631

30,807,007

Administration and

Non-Potable Solid Waste Project Development
Household
Non-Fotable Hazardous Growth Administration
Water Waste Fund and Capital Intersystem
System Program Project Projects Elmlnation
3 387 229 ¥ 7682 5 14,448 § 128,143 ¥
{51,784} {16,432) 41,954
{7 547} {4.471) {48,045
307, 688 1132243 14,448 131,082
16,6443 £193,378}
{2564 000
148,500 244090
5,366 74,350 {244 080
{37,855}
{1,353 40,008 2,800
(@8945%m 40,008 28,271
3,185 326 1758 1777
248,967
e A B8, 807)
3185 326 175 1,777
41,620 {12.885) {25,378} 161,100
528,258 174,851 78118 187 773
3 569 874 ] 161,588 3 53734 5 1,318,8¥3 ]

37

Totals

$ 48,672,785
{12,011 578)
(5 038 565

Component Unlt

& 4,956

{3.673)
{8,745

28,624,645

{13,548,200}

16,205,898
32,610,879

{13,145,000)
{18,765,000)
(85,381)
202,300,000
{196,800,000)

2,355,622
{3048,700)
{11,007,204)
33,208

(158,956)

356,486
248,967

IIIIIII 248,967

356,486

26,822,163
35,247,393

5 62060 558

{7,482}

31

3t

7,431)
50.287

¥ 42,826

{Contined)



UPPER TRINITY REGIONAL WATER DISTRICT

COMBINING SCHEDULE OF CASH FLOWS - SYSTEMS AND PROJECTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Admintstration and

Water Water Reciamation
Regions Lakeview Northeast
Trogted Water Water
Water Reclamatlon Reciamation
Systerm System System
CASH FLOWS FROM QPERATING ACTIWITIES
Operating income {loss} $ 15,075,424 2,835 948 {182 B45}
Adiusiments o reconclie operating income o net cash flows from operating activities:
Bepraciation and amortization 8,407 284 1,443 472 1,046,424
{hange in acoounts recelvable 93,725 {184,872} {10,073}
Change in accounts payable {741,200} 60,083} 708,268
{hange in deferred revenue {151,308}
Change in acorued wages 42 653 20935 31,277
Change in other current assets {1,153} (1,588) 825)
Totat adiusiments 5,648 821 1,226 BE8 1.778.271
Nat cash provided by {used in) operating aciivilles $ 20,725 245 3,883,804 1,686.428
MNon-cash item:
Ghange in Talr value of investments $ 33,762 11,085 -
Capitatized inferast 6,788 48,420 468,012
Amaoriization of bond discount {24, 565) {3,540
Amartization of bond refunding loss {334, 7243 (31,704}
Amoriization of bond premium 286,078 128,833
Accounts payable relating to construction 462,776} {24,808 $03 583

-38-

Nen-Fotabie Solid Waste Project Development Component Unit
Household
Nen-Potable Harardous Growth Administration
Water Waste Fund ang Gapitat intersystem Totals
System Program Project Projocts Efmination
3 208 .81 $ B3y & 14448 % 21,240 17.768.916 {7,151}
65 TET 16,082 B82,058
30,928 {8, 188) {304} {78 889 1,082
1.547 42 48,751 {44 685) {1,382
{151,388)
373 35,801 140,038
1525 11,582 7583
58057 {8, 088} 108,812 8,854,729 {310}
§ AT BES 3 {93,218 &% 4,448 § 134 9582 26,624,645 ] {7481
3 217 % 3 . 3 46 354
524,220
{28,188)
£366,428)
414,912
416,208
fGonciuded}
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STATISTICAL SECTION
(Unaudited)

Financial Trends — These schedules contain trend information to help the reader understand
how the District’s financial performance and well-being have changed over time.

Page
Schedule 1 — Net Position .............. 42
Schedule 2 - Changes in Net Position 43

Revenue Capacity — These schedules contain trend information to help the reader understand
the Districts’s revenue sources.

Schedule 3 — Revenue by Service 44
Schedule 4 - Revenue Rates ..., 45
Schedule 5 — Revenue Payers ..., 46-47

Debt Capacity — These schedules contain trend information to help the reader understand the
District’s outstanding debt, the capacity to repay that debt, and the ability to issuc additional
debt in the future.

Schedule 6 — Debt Service to Total Expense 48
Schedule 7 - Outstanding Debt ........ooonls 48
Schedule 8 — Revenue Bond Coverage ...... 49.50

Demographic Information — This schedule offers demographic information to help the
reader understand the environment within which the District’s financial activities take place.

Schedule 9 - Principal Employers in County Served 51
Schedule 10 — Member / Customer Population....... 52

Operating Information — These schedules assist the reader in evaluating the size, efficiency,
and effectiveness of the District,

Schedule 11 -~ District Employees by Function..... 53
Schedule 12 — Operating Indicators by System ..., 54
Schedule 13 — Capital Asset Statistics by System .. 55
Schedule 14 — Subscribed Capacity by Participants 56
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UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 1 - NET POSITION
LAST TEN FISCAL YEARS
BASIS OF

Met investment i capHal assels
Resmicted:

For debt service

Compibutions for capital improvements
Unrestrcted
Total Net Position

% change from prior year

Source: UTRWE Comprehensive Anpual Financiat Report

§

214
19,179,156
14,843,645

14 074 925
3

40%

§

2013
18,553,606
14,251,237

1 948
791

A%

$

b

2012

9705365 5 6362062 %

14,547,560

19%

2011

6,330,065

778

0%

2010

Fiscat Year

2608

7374969 5 9360283 §

4,414 206

it

18%

3

4210642

1%

797
78

M

2A08
6928379 35

239054

%

2007
5,348,307 3

3,638,252

%

2005
(14,752433) §
16,194,956

723

16%

2005
(15623272

17.821,434

1%

4]



UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 2 - CHANGES IN NEY POSITION
L ASY TEN FISCTAL YEARS
BASIS OF

Ogperating Revenues
Charges for services
Miscellaneous Income

Total Operating Revenues

Operating Expenses
Water/Wastewater Treatment
Liilities
Chemicals
Depreciation & Amortization
Other

Fotai Qperating Expenses

Operating Income

Othey Changes in Net Posistion
Equity Fees
Investment ncome (Loss)
Interast Income
{nterest Expense and fiscal charges
Orther non-operating revenus
Contributions
Gain {Loss) on disposal of capital asset
Totai Other Ch is; Net Posisti

Fowm) Change in Net Position

Source; UTRWE Comprehensive Annual Fi tal Report

2014
43426393 §
43,751,656 %
9230839 §
2,371,989
1046790
£.982.059
4.350,063
259817408 3
17765916 3
0000 3
46954
357332
(9,888 248}
16,298 898

6,751,142 %

p

2013

41,789,296
131
41567357

8455274
2,529313
1073818
9225989
4297377
25581775

16,325 582

(153,335}

349,145
(9,495 377)

547,136

9.131.252)

3

3

g

3

$

2012 2014
40,774,563 § 40110762 5

40844 948§ 40160686 5

8257044 § BI98525 %

2,493,730 2,572,745
1009471 1,204,497
9,429 859 9.821.882
4128268 3,705,929

25320412 § 25503573 %
15574536 & 14657113 %
§ 160000 %
4923 12,768
439,045 613,390
(10324702 (10,552.215)

571902 2.486,934

{5,748,540 § (7747290 ¥

Fiscal Year
2018 2604
FTHSIH3T 5 351BA3VE %
L]
38046955 & 35931174 %
F313063 § 7051 3
2,258,201 24319852
1021823 1,E78 386
G A9 055 10,417,152
4 001 835 4,012,754
24213578 5 25336448 %
13,832,877 5 10784726 5
3
£9.083) 15,567
693013 944 358
{11 B10.337) (12 DREI011
384008
45855 TIE SO0
735
{10.348.015)

2008

32,750,527
473
332,753,000

FAKINI]
2,508.683
110633
£ 489 304
4,223 259
21,438,838

11292112
317,522

9,597}
1,658,729

(12,780.613)

052982

§ (10382961} § 19,759,099}

$

431763

13

$

3

5

b3

]

b3

2007
28,7471 8§

18789542 §

6461304 &
PRVIRYS
192,621
6.961.492
3,397,270
19735858 §

$054084 S
62,168 §
5,781
2401727
(12,296,756}

5,038 898

(4792387}

2046

28,165 489
21
28,186 585

7.272.659
1983221
09 853
6,852,214
3012,707
19,830,654

8355931
153,437
42313
1,857,554
(10,975,759

2,583,174

{6,539 381}

¥

3

3

$

$

$

2005
24,352,085
24,565,360

5 454 647
1,619,047
604.654
6,652,604
2,169,779
16,500,731
8064679
507,492
(62,385)
1,337,109
(10,572,183
822,102

{7,967,865}

764

w3



UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 3 - OPERATING REVENUE BY SERVICE PROVIDED

LAST TEN FISCAL YEARS

Fiscal
Year
20056
2008
2007
2008
2009
2010
2011
2012
2013
2014

Water
Services
$19,572,386
$22,042.745
$22,502,338
$26,062,8%6
$28,128,208
$29.526,583
$32,165,111
$32.424,288
$33,286,713
$34,421,728

Water
Reclamation
4,350,454
4,500,272
5,443 457
5,781,166
6,490,333
7,758,159
7,340,130
7,823,019
8,025,167
8,708,511

W S LN N R W A

Non-Potable
286 442
328,690
317,026
340,588
331480
337,622
355 541
337,011
333,685
336,304

€ L O A B £ ) B8 iR

Source: UTRWD Comprehensive Annual Financial Report

-44-

Solid
Wasie
$242.516
$308,208
$397,208
$417.885
$131,465
$140,166
$127,438
$ 61,564
3 5218
$ 15,864

Administration
and Project
Development
80,287
84,673
86,992
147 984
104,878
197,402
122,872
128,701
128,603
143,986

5 B £ 5 R Y B O 89 0

Cther
Revenug
$ 13,275
§ 21,086
3 42,830
% 473
$744,799
$ 88023
$ 49,024
$ 70,385
$118,061
$125,263

Total
% 24,565,360
$28,186 585
$28,789,942
$32,751,000
$35,831,174
$ 38,046,855
$40,160,688
$ 40,844,848
$ 41,907,357
$43,751,656



UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 4 - REVENUE RATES BY SYSTEM
LAST TEN FISCAL YEARS

WATER

Regicnat Treated

Water System
Member
Vokane Demand
Par 1,000 Gallons  Per subseribed
Winter/Summer  mgd per Year (4}

2008 S0 88D BT $225 600
2006 S0.TBB0 58 §289 00
2007 30763076 3274000
2008 30TSARTE $266 000
2068 B0 838083 $308,095
2090 $0.88/5088 $324 970
2011 30 85/80.86 $342 365
2012 B0 B&/0 88 3355 935
2913 0 B6/%0 86 5370 055
2014 S0 855095 §BF73 268

MNote:

{1} mad s midion galions par day
{2y Actusl subscribed capacity number converied to mgd

WATER RECLAMATION

Lakeviaw Watar
Reclamation System

Northeast Water Reclamation System

Memper Bermber
Volume Transpodation  Joint Capital
Por 1000 Per 1000 Par subscribed

Gatlons Gallons mages per Year {1}
§125 5007 5365 008

$1 2% $667 $350 000
51.24 $6 07 $350 000
8142 $0 08 3390 000
5141 3008 3425 100
3162 &0 1 $447 800

$1 83 02 $482 500
$1.70 3012 $500 600
$17¢ 3012 $515 250
$1 80 5812 55158 250

Sawroe: UTRWD Annual Opetating and Capital Butgets

Riverbend
memper
Volume Joind Capital
Per .00 Per subscrited
Gallons  mgd per Year {1}
$1 235 S180 000
$130 $170,000
140 3170000
$1.56 $175.000
$1.70 $189,050
$1.75 $203 000
51,75 246 645
$1.75 $275 600
§175 82480 900
$1 78 $315.050

Parinsula

Wember

Vohime Joint Capital
Paer 1000 Per subscrnbed
Gal Year (1)

5125 $448 080

51 30 8528 613

§140 3528 813

51 56 $528 60C

3170 $280.000

$175 $260 000

3175 280,000

$175 $280.660

5175 $206 260

317 $310 BDD

NON-POTABLE

Non-Potable
Water System
Marrbear Membear
Treated Efluent Raw Water
Par 1.000 Fer 1,000
Gallong Gatdong
$022 30 48
$0.22 3648
3025 $0.48
50 25 $6.48
3025 30 51
30 28 30 54
$0.28 $0.54
36.28 30.54
$4 28 BC 54
30.2% 3062

Bemand

Per Year
3275 600
8§3060,000
3300,000
3305 000
$307.000
5315008
$318.000
$307.000
$307 000
$307 000

SOLID WASTE
Regional Household
Biosolids Hazardous
Program Waste Program

Landfiy Rate
Par Per

Cuble Yard Household

$17 02 65
F18 55 555
524.10 380
$37 B9 $80
Discontinued $BO
Discortinued F84
Discortinued Fag
Digrontinued 588
Prgnontinged 388
Biscontinged B8

45



UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE § - PRINCIPAL REVENUE PAYERS
CURRENT YEAR AND NINE YEARS PRIOR

REGIONAL TREATED WATER SYSTEM

Payer

Town of Flower Mound

City of Corinth

Highland Village

Lake Cities Municipal Authority
DOCFWSDH#T {1}

DOFWSDEIA (1)

Mustang Special Utility District
DCEWSD#EL {1}

City of Celina

DCFWSD#TO (1)

Total attributable to ten largest payers:

Total Water Revenue

3

$

2914

Water
Revenue
Received

13,900,785
3,719,833
1528733
1,884 585
1,638,857
1,598 687
1,363 554
1,320,384
1,194,488

34,533,041

LAKEVIEW REGIONAL WATER RECLAMATION SYSTEM

Paver

Hightand Village

City of Corinth

DCEWSDHT (1)

Lake Cities Municipal Authority

Town of Bartonville

Town of Double Oak

Total afirbutable to six largest payers:

Total Lakeview Revenue

3

2014

Lakeview
Revenue
Recaived
1,883,420
1,846,383
1.298 002
1,168,001
31,079
21 586
6,348 531

5,362,259

Note: (1) DCFWSD is Denton County Fresh Water Supply District

Source: UTRWD Business Department

Peareeniage
of Total

Water Revenue

40.25%
10.77%
5.58%
5.46%
4.74%
4.63%
3.85%
3.82%
3.46%
331%
85.98%

100.00%

Percentage
of Total

Lakeview Revenue

3117%
29.02%
20 40%
18.36%

(.49%

0.34%
99.78%

100.00%

Payer

Town of Flowsr Mound

City of Corinth

Highland Village

Lake Citles Municipal Authority
DCFWSD#T (1)

DOFWSDRIA (1)

Bartonville WSC

LCEWSDHE (1)

Providence Village

Argyle Water Supply Corp
Total attributable to ten largest payers:

Total Water Revenue

Hightand Village

City of Corinth

DCFWSDH#ET (1}

L.ake Cities Municipal Authority

Fown of Bartonville

Town of Double Gak

Total attributable to six largest payers:

Total |akeview Revenue

Water
Revenue
Received

3 8505481

2,561,850

1,263,412

1,202,514

831701
877 880
815,358
557,276
525,782
473,784
$ 17875228

$ 19,576,829

|.akeview
Revenue
Received
$ 1,466,809
886,245
884 846
495 003
22,219
13,125
§ 3,768 247

$ 3773848

Percentage
of Total

Water Revenue

43 45%
13.09%
5.45%
8 14%
4 85%
4.48%
416%
2.85%
288%
2.42%
90.28%

100.00%

Perceniage
of Total

Lakeview Revenue

38.87%
23.49%
23.45%
13.12%

4.58%

0.35%
$9.86%

160.00%

{Continued)
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UPPER TRINITY REGIONAL WATER DISTRICY

SCHEDULE 5 - PRINCIPAL REVENUE PAYERS
CURRENY NINE YEARS PRIOR

NORTHEAST REGIONAL WATER RECLAMATION SYSTEM

Ststang Spectat Lty District
DCEWSD#I0 {45

DOPWSIHE (1)

DOPWSTHETE (1)

Celina

Gak Poird

Lincoln Park

Prosper

Total attibutable (6 nine largest payers,

Total Mortheast Revenue
Nota: {13 DOFWSD is Denton County Eresh Water Supply Eistriet

Source: UTRWD Business Department

{ue Branch
5 538

79,738

384 951

385,587

335078

142 165

48 308

368,312

3,754

W4

Tots
T30
449 050
384 B51
365,587
335978
142189
03 754
49,308

51887092 $473.110 $2360.20%

Percantags
of Total

Northeast

19 03%
16 31%
15 48%
14 20%
H02%
4. 40%
2.009%

1683 %

Village
Crak Point
Cross Oak Ranch
DOFVWSIHR (1)
DOFWSERTG (1)
BOFWSD#T] {1
tincoln Park
Whistang Specal Lty District

‘Fotat sitribuiahle to aight largest payers:

Total Northeast Revenue

Dow Branch
3 133730

88 007
80,664
4 O0G
33,442

24 523
83342

4 530

2003
Recaived

Total

730

a4 523
93,342
88 057
80 564
54.000
33 442
4500

% GBSB43 § 192365 § 582208

HETCEragE
of Total
Northeast

H5.24%
185.03%
1512%
1385%
B.28%
5.74%
B.TT%

T00.00%

(Conchided)
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UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE B - RATIC OF REVENUE BOND AND STATE PARTICIPATION DEBT SERVICE TO TOTAL EXPENSES

EAST TEN FISCAL

Principal

terest

Total Debt Service
Tetat Depenses

atio of Debt Service to Totat Expenses

Source: UTRWD Comprehensive Anpuzl Financial Report - Cash Basis from Statement of Cask Flows

SCHEDULE 7 - QUTSTANDING DEBT 8Y TYPE
LAST TEN FISCAL YEARS

Revenie Bonds

Dissolnt

Preraium

State Participation

Comumercial Paper

Lease Obfigation

§ ong-tern Water Supply Obligation

Notes Fayabls

Security Deposit

Non-cument Accrusd interest (State Paricipation Related)

Source: UTRWD Comprehensive Anpual Financial Report

2014 2013 2012 2011
13,145,000 5 2665050 § 10240000 § 10125000
i3 13 T
24 152 204 9751t 5 20788785 75
41200344 § 37842512 § 36237373 5 38,348,484

£§ 62% 58 97% 57 2% £1 44%

2014 2013 2012 2641

3 228E05.000 § 228785500 § 24145000C § 201750000
(282,77}

3,081 226

2, 0000 2,180,000 2,103,000 28 800600
37 050 D00 3,550 206G 23,550,000 36, 550000

5,383 500 5,438 381 5 52TET2 5601 689
12,710,647 16.663,725 10,890,524 11,088,518

Fiscal Yaar
215 2009
% TAVRLOC § &BOSL0O
$ 21168744
§ 38284917 0§ 35134363
55.28% 57 39%
Figest Year
2010 2009
$ 178420000 § 186010000
55,821,165 55521165
33,360,800 22,350,000
834 8450
5678222 5,754,341
11212518 11.381.154

"

2008

3 6450000
o1

5 20,151,158

% 33,388,301

58 46%

2008

£ 182 815060

55,521,165
18,358,000
22138

S 27094
12,110,048

795

007
5 5725000
F 181

3 33,603,408

56 88%

2007

3 188 865,000

55,521,166
18,350,000
21,177
5,897 555
10,584 038
45451

2006
5 5330000
$ 151813211
% 30,157,880

50 34%

2006
% 151,580,000
55.521,16%
38,300,000
5,965,796

11,158,532
45,459

2005
5 4565000
§
$ 21877258

&7 56%

2005

§ 156,375,000

55,521,165

5,581,481
11,412,178
454519

14
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UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE § - REVENUE BOND COVERAGE BY SYSTEM

REVENUE BOND COVERAGE ~REGIONAL TREATED WATER SYSTEM
LAST TEN FISCAL YEARS

FY

2005
2006
2007
2008
2009
2010
201
2082
2813
24014

Gross

21,204 400
24,623,540
24,433,627
27,644,431
29,651,163
30,080,458
32,789,687
32,816,364
353,664,958
34863716

{perafing
Expenses ()
$

7,726, 38

PO, 5T 754
9,804,641
11,628,250
11,321,220
11,103,796
12,397,845
£2, 384,461
12,562,777
13,050 333

Net Revenue

Available for

Debt Service

§

13,478,020
14 052,186
14,628,986
16,015,181
14,329,943
18,076 662
20,391 842
20,431.503
21,102,181
11,753,383

Ayerage Annual

fieht Service Requirements

5,157,800
5,225,000
6,283,600
6,772,917
6,843,043
6,886,136
B 189762
§,043 800
7.961,042
7,889,565

REVENUE BOND COVERAGE--LAKEVIEW WATER RECLAMATION SYSTEM
LASYT YEN FISCAL YEARS

Y

005
2006
2007
2008
2009
00
2614
2012
2013
2044

(3

Gross

Operating

_Revenues {1} Expenses (2]
$ $

3,948,039
4 361,558
4,771,339
£,776,530
5,127,307
5,140,615
5,630,539
5,593,628
5,985,545
6,386,552

1,321,183
1,447 079
1,638,675
1,855 840
2048,450
235517
1,985,235
1,992,195
2,379,552
2,281,839

Net Revenue

Ayaitable for

Debt Service

$

2626878
1614479
3,132,664
2,586,190
3078857
4,005,098
3,645,304
4,001,430
3,605,993
4104713

. interast
5
3,355,788
3,033,295
3,522,671
3,418,709
3,257,512
3,034,154
3,229,904
3101847
2,911,165
2,589,484

Average Annual

{Jebt Service
interest
§ $
1,609,600 499 547
b006, 042 474,034
LE1E 261 &89 043
P0G 545 4453 (90
1,097.619 436,086
1,082,500 404 682
1,365,000 304,785
REERE 642,119
L6S S8R f46, 704
1,952,813 579,504

{1} Cross Revenues include operating revenue, interest and equily fee income
(23 Operating Expenses are exclusive of depreciation/amorization and ITHErsst EXpee.

{33y Coverage changed due to increase in bonded debl

Source: UTRWD Comprehensive Annual Financial Report

-49.

£.513,588
8,258,295
9,806,271
10,191,626
16,100,535
2,920,299
11,419,666
11,145,617
10,872,207
10,479,049

1 509547
| 480,076
1,608,254
1,572,638
£,533,708
161,582
1,806,785
2,666,008
2,612,382
2,532,673

P58
P76
A8
1.57
1.8}
HIH
179
F83
184
208

174
177
195
1.83
¢
269
M
156
138
1862

{Continued)



LPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 8 - REVENUE BOND COVERAGE BY SYSTEM

REVENUE BOND COVERAGE-NON-POTABLE WATER SYSTEM
LAST TEN FiSCAL YEARS

Net Revenue Average Annual
Gross Operating Available for Debt Service
4 Revenues Expenses {2} Brebt Service
$ $ $ 3

patling 313,186 44,136 269 500 194 081 66,283 265,374 1l
2006 358 34¢ 57034 304,307 203,360 1,491 265191 L
2007 354 GRY 46,071 308,916 208,333 57,316 265,649 1 i6
2008 165296 67,902 297,394 213,125 52,547 65 662 112
20 343452 52658 280,794 PAYR Y 47558 654135 1.6
2050 144 452 &5 577 297,815 223,333 42,390 268,723 B12
2811 366921 67 404 293027 229,000 37,004 266,004 P18
¥z 339 303 G D03 279,300 235 000 31,388 266,388 HEEN]
013 336,144 54,142 282 002 240,008 25542 265 512 HEESY
2014 339,497 &0, 686 2Th 8T 245 000 19,425 164,415 108

REVENUE BOND COVERAGE.-RIVERBEND/DGE BRANCH PLANTS OF THE NORTHEAST WATER RECLAMATION 8YSTEM
LAST SEVEN FISCAL YEARSE
{No Revernue Bonds issued For This System Prior to 2007}

Net Revenus Average Annuat
Gross COperating Available for Debt Service enls
FY Revenues {1} Expenses {2} Debt Service nterast
3 § 3 $
2067 P27 483 BI7ARY 3188095 F47,200 F12.991 pritR 'l P39
008 1,377,982 G68,307 459,675 FI2917 FOT 309 280,226 1 46
2005 1,203,006 RiR926 384,080 P75 870 H34 370 280,240 137
200 14353,201 18 B35 671,346 178,864 108 348 280,284 240
2044 b 560,822 138,787 762 635 182,143 98,231 280,374 272
22 1519,658 941 668 377,980 185250 95,032 280,182 206
13 }704.612 GR2.677 722,535 188,684 91,748 280,432 258
2 (3) 1,963,302 1,101,220 862 (182 683,756 414,117 1,097,867 o715

(1) Gross Revenuss include operasing revenue, imerest and equity fee income
€23 Operating Expenses are exchusive of depreciationfamortization and mterest expense.
(1) Portions of debt service were financed via Capitalized Interest Funds during the year

Source; UTRWD Comprehensive Annual Financial Report
{Concluded)
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UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 8 - TOP TEN PRINCIPAL EMPLOYERS IN COUNTY SERVED
CURRENT YEAR AND NINE YEARS PRIOR

2014 2005
Em No, of Em Rank No. of Employees  Rank
niversity of North Texas (UNT) 8,887 1 7,719 1

JP Morgan Chase 4,350 2

Walmart 3,800 3

Denton 1SD 3,300 4 2,030 6
Peterbilt Motors Co. 2,100 & 1,700 7
Lewisville 18D 2.061 6 4 500 2
Northwest 1SD 1,895 7

Texas Women's University (TWU; 1,787 8

Denton County 1,682 9 1,461 10
Denton State School 1,500 10

Frito Lay 2,436 3
American Alrines, Fort Worth 2,381 4
Vista Ridge Mall 2,288 &
Golden Triangle Mail 1,676 8
Horizon Health 1,500 9

Xerox Corporation, Lewisville

Source: Denton County Budget in Brief

-51-



URFPER TRINITY REGIGNAL WATER DISTRICY

SCHEDULE 10 - MEMBER / CUSTOMER POPULATION

LAST TEN FISCAL YEARS

Argvie WSC
Argyle

Aatbrey
Rartonvide
Hlackrock WS
Celina

Copper Garnyon
Conmth

Cross Timbers W3O
Danton

Benten Sounty
BOAFWSD #1A
DORWSD #7
DOFWESD #8A
Frovidence Vilage
DCFWSED #10
DORWSED #11
Double Cak
Flower Mound
Hightand Village
Irving

Justin

Krurm

Lake SHies MUA
Lewisvile
Lincoln Park
Mustang SUD
Crak, Point

Pilot Poind
Pander

Prosper

Sanger

Souroes:

Notes

€}

(2}
3

2014

6,724
2,510
2,870
1,630
1,287
6,660
1,350
20,520
6,733
120,820
30,324
8,973
8,710
4,570
5,400
5,180
4,288
2,920
66,130
18,500
227,030
3,250
4,750
14,647
98,330
487
5,803
3,040
9,860
1,460
14,740
7,400

Norh Cenfral Texas Souncl of Governments (NCTCOG)

UTRWI Annuat Survey

Mtes:

1 RCFWSD - Denton Coundy Fresh Water Supply District

2 OWET - Water Supply Corporetion

3 Includes only unincorporated areas within the County

2013

6,758
3,420
2,810
1,630
1,287
8,460
1,340

20,420
6,664
116,950
28,676
4,850
9,588
3,960
5,874
5,059
§,704
2,880
66,005
16,500

220,750
3,428
4,420

14,211
87,140
a27
15,603
2,930
3,570
1,420
12,380
7,470

2012

6,758
3,350
2610
1,580
1,143
8,260
5,830
20,573
6,625
115,810
32,351
10,213
8.215
3,567
5,674
4,386
3534
2,880
65,080
15,300
218,850
3,250
4,250
14,211
96,000
g27
17,650
2820
387G
1,410
12,180
6,970

ey

201

5,476
3,400
2,810
1,580
1,143
6,240
1,350
20,603
8,634
114 440
38,178
#,481
7,300
2,383
5,500
4,975
5,287
2,880
65474
16,500
216,870
3,631
4,160
14,528
98,450
§18
17,050
2,900
4,100
400
16,560
7,300

Flgcat Year
2010 2009
8,417 5,985
3,400 3,300
2 800 2,550
1.400 1,380
1,143 950
5,355 4,904
1,480 1,380

20,806 1B T00
6,634 & 800

110,300 107,250

25,256 52000
8.270 4,650
7,300 6000
3,444 3,144
5232 4,347
4,107 3,988
3,218 2,691
2,800 2,600

B2 850 62666

16,500 15,200

213,700 212,250
3,555 3,150
4,000 3,825

14,526 14,810

86,450 95250

517 517

14700 14,708
2780 2,525
4,164 4,050
1,450 1150
2,350 7,100
300 & 950

2008

5763
3,256
2500
1,350
850
4,850
1.350
18,650
6,800
106,050
14,008
4,650
3,800
2873

18,100
210,150
3,100
3,800
14,228
92,850
547
14,700
2.500
4,000
1,080
$.350
6,700

2007

5763
3,100
2,350
1,358
950
4,850
1,350
19,500
420
105,550
14,000
4,650
5,000
2,424
3,706
2,400
1,500
2,500
62,350
15,000
205,600
3,050
3,850
14,228
81,550
897
14,700
2,480
3,850
1.050

6.700

2666

5,580
3,080
2,200
1,300
950
5,000
1,350
20,000
6,420
100,350
14,000
4,200
3,860
2073
2,904
1,514
248
2,500
61,550
15,000
201,950
2,800
3,250
14,304
89,100
517
14,700
2,200
3,950
900

6,000

2008

5,205
2.800
2,600
1,300
S50
4,500
1,300
26,000
6,170
96,200
4,000
5,700
4,850
1,418
2434
456
NFA
2,500
51,000
15,000
197,400
2.600
3.000
14,144
86650
517
14,700
2,050
3,850

00

8,000



UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 11 - FUNDED DISTRICT EMPLOYEES BY FUNCTION/PROGRAM

L.AST TEN FISCAL YEARS

FunctioniProgram 2014
Adminisiration 9
Business/Finance 17
Operations 37
Maintenance 14
£ngineering/Construction 14
Total 91

2013

17

14
18

92

2012

17
33
14
18

91

2011

17
34
14
17

91

Fiscal Year

2010

g
17
34
14
17

91

2009

8
17
35
14
17

81

2008

18
31
14
17

87

2007

18
30
12
17

83

2606

g
15
30
12
17

83

2005

7
16
26
12
18

79

Source: UUTRWD Business Department
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UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 12 - OPERATING INDICATORS BY SYSTEM
LAST TEN FISCAL YEARS

SYSTEM

Regional Treated Water System
Wholesale Customers Contracted {See Note)
Totat Town, Clies and Others Served (See Note}
Total Customer Defivery Pomnts
Yotal Yearly Biled Flows (milllens of galions)

Lakeview Regional Water Reclamation System
Wholesale Customers Contracted {See Note)
Total Town, Cities and Others Served (See Note)
Cusinmer Points of Entry
Total Yearly Bilied Fiows (milfions of gallons)

Northeast Regional Water Reclamation System
YWholesale Customers Contracted {See Note)
Total Town, Ciies and Others Served (See Note)
Customer Points of Entry
Total Yearly Billad Flows (millions of gations)

Note: Some contracting partles provide service to more than one town or city

Source; LITRWED Operations & Engineering Depariment

2014

20
30

8146

14
610

2013

20
30

8020

10
1,256

11
13
633

2012

2011

20

29

24
8,988

]
qmmm

.
o o

442

Fiscal Year
2610 26803
19 18
29 28
24 24
7.231 7412
6 8
8 8
8 8
547 1278
8 8
8 8
13 13
451 365

2008

14

29

24
7.530

13
316

2007

18

29

24
5,982

L]
J»0(!000'3

13
291

2006

19

28

24
8,183

3
Bowo

G b b

2005

18

29

24
8411

(=]
moooum
B

g w
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UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 13 - CAPITAL ASSET {IN SERVICE} STATISTICS BY SYSTEM

LAST TEN FISCAL YEARS

SYSTEM
Regional Treated Water Svsiem

Regional Treated Water System
Raw Water Intake Capacity
Water Treaiment Plant Capacity
Treated Water Pumping Capacity fest)
Ffransmission Pipelines (miles):

12" 10 20"

24" 1o 38"

48" to 607
Treated Water Storage Tanks:
Treatrnent Plant
Other

Tom Harpool Water Treatment Plang
Raw Water Intake Capacity

Water Treatment Plant Capacity
Treated Water Pumping Capacity {esl}

i akeview Regional Water Reclamation System
Water Reclamation Plant Capacity
intercapior Pipeline {miles)

£" 10 10"

14"

18" & 207

24" & 27
Wastewsater Lift Stations

Northeast Regional Water Reclamantion Svstem
Riverbend Water Reclamation Plant Capachy
Peninsula Water Reclamation Plant Capaciy
interceptor Pipeline {miles):

8" to 207
24" 1o 367
Wastewater LI Stations

Note: mad is milion gallons per day

Source; UTRWD Operations & Engineering Depariment

2014

2080mgd
Tomyd
130mgd

3018
40.27
18.88

4
&

45mgd
20mgd
18mgd

5 Smgd

1.82
110
7.88
472

2 Omyd
0.94mgd

463
6.30

2013

200mugd
70mgd
130mad

3018
40 27
18.88

45mgd
20mgd
18mgd

Bmgd

1.82
1.10
7.55
4.72

2.0mga
0.94mgd

463
§.30

2012

200mud
70mgd
130mgd

3018
4027
i8.88

B

45mud
20myd
16mgd

Smgd

1.82
1.10
7.55
472

1 &mgd
0 94mgd

4.63
530

201

200mgd
TOmgd
130mgd

3018
40.27
18.88

45mad
20mad
16magd

Emgd

1.82
1.10
7.53
472

1.5myd
0.94mgd

483
6.30

Fiscal Year
2010

200mgd
7omgd
130mgd

308
40 27
18.07

48mgd
20mgd
16mgd

Srngd

1.82
1.10
7.55
472

1.5mad
0.84myd

483
6.30

2008

200myd
T0Omgd
130mgd

3018
40.27
18.07

45myd
20mgd
16mgd

Bmgd

1.82
1.10
7.55
470

1.5mgd
0.94mgd

463
5.30

2008

200mgd
70mgd
130mgd

30.18
39.83
18.07

45mgd
20mgd
16mud

Smgd

1.82
1.10
7.55
3.88

1.5mad
0.44mgd

483
4 36

2007

200mgd
POmgd
130mgd

3618
39.83
18.07

&mgd

1.82
i 10
755
3.36

1 5mgd
0.375myd

4.83
4.36

4

2006

200mgd
7omgd
130mgd

30.18
3377
12.77

3
&

Emgd

1.78
1.10
785
336

1 bmgd
{.378mgd

4.63
4.36
1

2005

200mgd
70 mgd
130 mgd

30.18
3377
1277

3
6

Smad

178
1.10
7.85
3.36

1.5mqd
0.375mad

4.63
257
1

.55.



UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE 14 - SUBSCRIBED CAPACITY BY PARTICIPANTS

ber 3¢ 2014
Lakeview
Treated Water Wastewater Treatment

Participant MGD % MGD %o
Argyle Water Supply Corp. 1.50 2.10
Chty of Aubrey 6.10 0.14
‘Town of Bartonville 0.0378 0.72
City of Celina 2.50 349
City of Corinth 7.50 10.48 1.6080 30.78
Cross Timbers WSC 2.50 3.49
City of Denton {5
Denton County Fresh Water Supply Dist. #1A 3.60 419
Denton County Fresh Water Supply Dist. #7 300 419 0.8440 16 15
Denton County Fresh Water Supply Dist. #8A 217 303
Providence Village (DCFWSD #9} 240 335
Denton County Fresh Water Supply Dist. #10 2.40 335
Denton County Fresh Water Supply Dist, #11 3.00 4,19
Town of Double Oak 0.0080 0.13
Town of Flower Mound 36.00 4193
City of Highland Village 300 419 1.6500 31.38
City of Justin 0.85 1.1%
Ciry of Krum 0.49 0.56
Lake Cities Municipal Unlity Authority 3.80 531 1.0772 (2} 20.62
City of Lewisville
City of Lincoin Park 810 0.14
Mustang Special Utility District 2.80 3.91
City of Northlake 0.64 0.05
City of Osk Point
City of Sanger 0.50 G.70
Upper Trinity Regional Water District

Total Subscriptions 71.56 100.00 572250 100.06

(1) Service is provided according to need - no specific capacity
(2} Includes 2 §.1038 mgd contracted plant capacity eredit

Seurce: UTRWD Operations Departrent

Northeast
Wastewater Treatment

MGD

0.4538
0.3600
0.5480
0.4338

0.060
0.853

0212

2.941

Yo

15.43
12.24
18.64
15.43

2.04
29.91

72

100.00

Non-Potable Water

MGD Yo
Al 100 06
All 100.00
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SUPPLEMENTAL SCHEDULES
REQUIRED BY THE
TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
(UNAUDITED)
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UPPER TRINITY REGIONAL WATER DISTRICT

SERVICES AND RATES
YEAR ENDED SEPTEMBER 30, 2014

1. Services Provided by the District:

2 Retail Water X Wholesale Water (1 Drainage
i1 Retall Wastewater X  Wholesale Waslewaler 0 frigation
" Parks/Recreation (1 Fire Protection 1 Security
1 Solid Waste/Garbage 01 Fiood Control {1 Roads
0 Participates in joint venture, regional system and/or wastewater service (other than emergency
interconnect)
X Other {specify) ousehold Hazardous Waste Disvosal. Non-Potable Water
2. Retail Rates Based on 5/8” Mater: X Retall Rates Not Applicable
Most prevalent type of meter (if not a 5/8"}
Flat  Rate per 1000
REinimum Minimum Rate Gallons Over  Usage Levels
Charge Usage YiN Minimum
WATER: $
$ I
WASTEWATER: $ $
$
SURCHARGE: $ $ .
District employs winter averaging for wastewater usage? Yes [ No o

Total water and wastewater charges per 10,000 gaifons usage {including surcharges). $ .

3 Retail Service Providers: Number of retail water and/or wastewater” connections within the District as of the
fiscal year end. Provide actual numbers and single family equivalents (ESFC) as noted:

inactive
Active Active Connections
Connections ESFC {ESFC)*
Single Family
Muit-Family
Commercial
Cther - recreational centers
government & VFD
TOTAL
* Number of connections refates to water service, i provided Otherwise, the number of wastewater connections should be
provided,

*Egnastive” means that water and wastewater connections were made, but service is not being provided.
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4. Total Water Consumption {In Thousands} During The Fiscal Year:

Gallons pumped into system: 8,480,316

Gallons billed fo customers. 8.145 801

5. Standby Fees: Does the District assess standby fees? Yes [ No X
For the most recent full fiscal year, FYE
Debt Service: Total levy $
Total Collected
Parcentage Collected “a
Operation & Maintenance: Total levy 3
Total Collected $

Percentage Collected

Have standby fees been levied in accordance with Water Code Section 48.231, thereby constituting a lien on
property? Yes I No

6 Anticipated sources of funds to be used for debt service payments in the district’s foliowing fiscal year:
a. Debt Service Tax Receipts
b. Surplus Construction Funds

. Water andfor Wastewater Revenue

d. Standby Fees %
e. Debt Service Fund Balance To Be Used $
f Interest Revenues $

g Other {Describe)

Non-Potable Revenue $ 265725
$
$
TOTAL ANTICIPATED FUNDS TO BE USED” $22.846,255

* This totat should equat the district's tofal annual debt service for the fiscal year following the fiscal year reported or in the
audited financial statemenis.



7. bLocation of District:

County{ies) in which district Is located Denton. Coliin, Dalias

Is the District located entirely within one county? Yes 0 No X

Is the District iocated within a city? Entirely 0 Partly X Neot at alf [)

City{ies} in which district is located *See List of Board Members

and Entity Represenied

Is the District located within a city's extra territorial jurisdiction (ETJ)?
Entirely 1 Partly X Notatal O

ETJd's in which district is located *See List of Board Members
and Entity Represented

is the general membership of the Board appointed by an office outside the district?
Yes X No O

if Yes, by whom?
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UPPER TRINITY REGIONAL WATER DISTRICT

SCHEDULE OF TEMPORARY INVESTMENTS
SEPTEMBER 30 2014

ldentification interest
or Receivable
Certificate Interest  Maturity Balance at at End
Systems Number Rate Date End of Year of Year
Lakeview Water Reclamation System
FHLMC Agency Security 3134G42G2 1.05%  O4/30/18% $ 590.940 $ 2643
FHLMC Agency Security 3134G43F3 1.02%  D4/30/18* $ 786,640 $ 3423
Non-Potable Water System
FHLMC Agency Security 313404262 £05%  04/30/18* § 246,225 § L0
Regional Treated Water System
PHEMC Agency Security 3134G42G2 1.08%  04/30/18* $1,132,638 $ 5,065
FHIMC Agency Security 3134043F3 1.02%  04/30/18* £3,146,560 $ 13,651

*Next call date is 10/30/2014
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UPPER TRINITY REGIONAL WATER DISTRICT

INSURANCE COVERAGE
FOR THE YEAR ENDED SERPTEMBER 30, 2014
Type of Policy Clause:
insurer Name Corporation Co-insurance
Type of Coverage Amount of Coverage
FIBELITY: Hartford Casualty Insurance Co. Stock No
Public Employee & Directors' Dishonesty k3 160,000 Per Employee or Director
$ 400,000 Excess Limit Hartford Casualty Insurance Co. Stock No
Forgery & Alterations $ 40,000 Per Loss
Texas Municipal League - IRP Risk Pool No
Public Employee Dishonesty $ 190,000 Per Employee Texas Municipal League - IRP Risk Pool No
Forgery & Alterations $ 46,000 Per Loss Texas Municipal League - IRP Risk Pool No
Theft, Disappearance, & Destruction $ 40,006 Per loss Texas Municipal League - IRP Risk Pool No
Computer Fraud $ 40,000 Per Loss
LIABILITY: Texas Municipal League « IRP Risk Pool No
CGeneral $ 10,000,600 Each Occurrence
Includes Sudden Events Pollution b} 2,000,000 Each Qceurrence
$ 10,000,000 Annual Aggregate Texas Municipal League - IRP Risk Pool No
Errors & Omissions 3 5,000,000 Each Wrongfui Act
$ 10,060,000 Annuval Aggregate Texas Municipal League - IRP Risk Pool No
Automobile § 5,000,000 Each Occurrence
§ 2,000,000 Uninsured/Underinsured Motorists/
(Each Accident)
b 25,000 Auto Medical Payments/(Each Person)
PROPERTY: Texas Municipal League - IRP Risk Pool No
Buildings & Contents $ 202,892,413 Special Form {Replacement Costy
Includes Earthguake & Flood Coverage Texas Municipal League - IRP Risk Pool No
$ 10,000,000 Acts of Terrorism Coverage/
{Each Occurrence)
$ 62,000,600 Boiler & Machinery Coverage/
{Per Accident Limit} —_— " . .
Mobile Equipment $ 790,773 As Scheduled (Replacement Cost) Rexasiviunicipallcagtic -IRE sk, Fos) iEo
Inchudes Rented and Leased Hquipment
Automobile As Scheduled Collision & Comprehensive Coverage/
{Actual Cash Value)
ACCIDENT/INIURY:
Workers' Compensation Statutory Limits
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UPPER TRINITY REGIONAL WATER DISTRICT

COMPARATIVE BCHEDULE DF REVENUES AND EXPENSES

TWO YEARS ENDED SEPTEMBER 30, 2014

REVENUES:
Charges for services
Miscellancous income

‘Total revenucs

EXPENSES:

Operation and maintenance:
Salaries and benefits
Water and wastewater treatment
L.ab chemicals and supplies
Maintenance materials service
Litilities
Eguipment and tools
Studge removal
Disposal service
Miscellaneous

Depreciation and amortization

Administrative other

Total expenses

EXCESS REVENUES OVER BEXPENSES

~H6-

Amount

2014 2013
$43,626,393 $41,785,296
125,263 118,061
43,751,656 41,907,357
3,046,912 2,434,148
6,183,927 6,021,130
1,046,790 1,073,818
886,875 675,277
2,371,989 2,529,313
54,194 37,700
295,864 413,987
12,524 6,679
165,631 167,172
8,582,059 §,225,989
2,934,975 2,896,562
25,081,740 25,581,775
517,769,916 $16,325,582

% of Fund Total

Revenues
2014 2013
99.7% 59, 7%
6.3% 0.3%
166.0% 100.0%
7.6% 5.8%
14.1% 14.4%
2.4% 2.6%
2.6% 1.6%
5.4% 6.0%
0.1% 0.1%
0.7% 1.0%
0.6% 0.0%
0.4% 6.4%
20.5% 22.0%
6.7% 7.2%
59.4% 61.0%
40.6% 39.0%



UPPER TRINITY REGIONAL WATER DISTRICT

BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Compiete District Mailing Address: . Q, Drawer 305 800 N Kealy, Lewisville, TX 75067

District Business Telephone Number: (872) 219-1228  Fax (972 221.9896

Expense
Term of Office Reimbursements
{Elected or Appuointing Year Ended Resident
Appointad) or Entity Septernber 34, of

Names and Addresses Date Hired 2014 Title {Hstriot
Board Officers
Todd Madison Elgctad by Board on Lincoln Park $0.00 President Yosu
824 W, University Dr., #423 June 1, 2013 Board of Directors
Benton, TX 76201 Appointed. §3/00 —

0515
Lance Vanzant Elected by Board on City of Celina $0.00 Vice President Yes
1317 Hunter Lane Jure 1, 2013 Board of Directors
Celina. TX 75008 Appointed: 0B/9Y -~

0517
Chris Boyd Elected by Board on Mustang SUD 857061 Treasurer Yos
Generat Manager June 1, 2013 Board of Directors
Mustang Special Utility District Appointed: 03/07 -
7885 F M. 2931 0515
Aubrey, TX 78227
Gary Calmuas Elacted by Board on Krum $0.00 Secretary Yeos
1421 N. Elm St June 1, 2013 Board of Direclors
Ste. 102 Appointed: 10/08 -
Denton, TX 76201 5417
Board Members
Charles West Appointed Argyle $0 00 Director Yes
Town Manager 01113 ~ OBHY
Town of Argyle
P.O. Box 608
Argyle, TX 76228
Kenneth Faulkner Appointed Aubrey $0.00 Director Yes
731 Stethanie Dr. 12008 - B/15
Celina, TX 75008
De! Knowler Appointed Bartonville $0.00 Director Yeos
739 Seals Rd. 0813 - 0517
Bartonville, TX 76226
Janet Aune Appointed Copper Canyon  $0.00 Director Yes
1313 Copper Canyon Rd, agf%?ri gsn? PP Y
Argyle, TX 76226-8401
Justin Brown Appointed Corinth $0.00 Director Yes
Director of Public Works 12108 — BT
Gity of Corinth
3300 Corinth Parkway
Corinth, TX 78208
Timothy 8 Fisher Appointed City of Denton $0.00 Director Yoo
Asst. Director of Water Utilities 06/01 - 05417
City of Denton
901A Texas 8L
Denton, TX 76201
Johnny Harris Appointed Denton County  $0.00 Diractor Yes

P.O. Box 954
Lake Dalas, TX 75065

Q310 — 0515
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Term of Office

{Elected or
Appointed} or
Names and Addresses Date Hired
Jean Campbell Statutory

408 Canyon Osks Dr
Argyle, TX 76226

Jerry Benetato

DCPWSED #1-A

2840 King Arthur Blvd., Ste. 220
Lewisville, TX 75086

Kevin Mercer

General Manager

DOFWSD #7

2652 FM 407 Egst, Suite 215
Bartonyille, TX 76228

Dick Cook
170 Qak Trell
Double Ozk, TX 75077

Ken Parr

Director of Public Works
Town of Flower Mound
2124 Cross Timbers Road
Flower Mound, TX 75028

Richard A, Lubke
2700 Gentie Dr.
Flower Mound, TX 78022

Ramiro Lopez
Assistant City Manager
City of irving

B2E W, Irving Blvd.
trving, TX 75060

Virginia Blevins
22858 Indian ¥ral
Justin, TX 76247

Mike Fairfield

General Manager
Lake Cities MUA

7.0, Box 2017

Lake Dallas, TX 750865

tLathan Watls
1412 Berne Ln.
| ewisville, TX 750687

Leshe Maynard
1209 Yacht Club Rd.
Qak Point, TX 76258

Scott Ingalis
2700 Sir Patrice Lane
tewisville, TX 75058

Richard A. ruckaby
924 Ridgecrest Circle
Denton, TX 76205

George E. Dupont
1400 Harvest Ridge Lane
Prosper, TX 75078

0310 - 08117

Appointed:
B/14 — Q0515

Appointed:
14102 - 05{15

Appointed
Q7/12 - 05117

Appointed
11/06 - 05/15

Appointed
$4/00 - 0515

Appoinied
209 - 517

Appointed
0B/03 - BIY

Appointed
12/09 -~ 5/15

Appointed
08/13 - 05117

Appointed
10/08 - 05615

Appointed
03713 - 05115

Appointed
11110 - BM17

Appointed
11711 - 05115

H8-

Appointing
Entity

Denton County
AtLarge

Denton County
FASD #1-A

Denton County
FYWED #7

Double Qak

Flower Mound

Hightand Village

Irving

Justin

Lake Cities MUA

Lewisville

Ogk Point

Bilot Point

Pander

Prospear

Expense

Reimbyrsements

Year Ended
September 30,
2014

$6.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

30.00

$0.60

$0.00

Titie
Diractor

Director

Dirgctor

Diractor

Direttor

Direcior

Director

Director

Director

Phrector

Director

Diractor

Director

Dirgctor

Resident
of
District

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

You

Yes

Yes

Yes

Yas

Yes



Nasnes and Addresses
Mike Brice

City Manager

City of Sanger

PO Box 1728

Sanger, TX 76268

Term of Office
{Elected or
Appointed} or
Date Hired
Appointed
G813 - 0BM5E

Key Administrative Personnel

Thomas E. Taylor, P.E.
900 N Kesly

#.0. Drawer 305
Lewisvilie, TX 75067

Larry N. Patterson, P.E
800 N. Kealy

P.O. Drawer 305
Lewisville, TX 75067

William A, Greenleaf
800 N. Kealy

P.0O. Drawer 305
Lewisville, TX 75067

Thomas W Snyder, P.E
800 N. Kealy

P.O. Drawer 305
Lewisville, TX 75087

Jody Zabolie, P.E.
900 N Kealy

PO Drawer 305
Lewisville, TX 75067

Consultants

Dave Medanich

Senior Vice President
First Southwest Company
TTY Main 8t Sulte 1200
Fort Worth, TX 76102

John F. Boyle, Jr

Boyle & Lowry LLP
Attorneys and Counssiors
4201 Wingren, Suite 108
brving, TX 75082-2763

Rob Colling, il - Partner
Bracewell & Giuligni LLP
1445 Ross Avenue
Suite 3800

Dailas, TX 75202-2711

Richard H. Kelsey, P C.
Kelsey and Kelsey, L.L.P
Attorneys At Law

2225 East McKinney
Danton, TX 76209

Alan R, Tucker, P, E. ~ President

Ms, Ellen McDongld, PRD., PE -
Principal

Alan Plummer & Assoc., In¢,
1320 §. University Dr,, Ste. #300
Eort Worth, TX 76107

Robert Brandes, P. E.
Atkins North America, Inc.
8804 Bridge Point Parkway
Ste.200

Austin, TX 78730

Samir 8. Mathur, P. E.

CDM Smith Inc.

8140 Walnut Hill Lare, Ste. 1000
Daflas, TX 78231

Contract

0510189
Employee
03/01482 - Present
Hired

081202 - Present

Hired
09/28/88 - Present

Hired
0710183 - Present

Hired
12/13/04 - Present

Contracts
Q8/07/89 - Present

Contracts
Q2/02/85 - Present

Contracts
Q4/07/95 - Present

Cantracts
14412192 - Prasent

Contracts
02/20/81 - Present

Contracis
0371912 - Present

Contracts
GB/03/06 - Present

-69-

Appointing
Entity

Sanger

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWID

UTRWD

UTRWD

Expense
Reimbursements
Year Ended
September 30,
2614

$0.0¢

$16,398

312,018

55,913

$5,913

55,813

NiA

N7A

NiA

N/A

NAA

N/A

NiA

Titte

Director

Exacutive Director

Deputy Execulive
Dirgctor

Director - Business
Ssrvivces

Assistant Director -
Construction and
Erngineering

Agsistant Director -
Onerations

Financial Advisor

General Counse!

Bond Counsel

Resl Estate Counsel

Engineering

Engingering

Engineering

Resident
of
[istrict

Yes

No

Yes

Yes

Yes

No

NZA,

N/A

N/A

N/A

NiA,

NA

NIA



Names and Addresses

Edward M. Molley P E. - VP
CH2M Hill, iInc,

12750 Merit Drive, Sulte 1100
Dallas, TX 75251

James Gallovich, P E. —
Agsociate VP

Carolio Engineers

100 £, 150 8L, Suite 415
Fort Worth, TX 76102

Pate Patel, President, CEQ
CPRY Inc.

1820 Regal Row, Ste. #200
Dallag, TX 75235

LA Soseboe P.E - 81 VP
Huitt-Zollars, Ine

1717 McKinney Ave, Suits 1400
Datlag, TX 75202

Antonio Alneids, P.E.

Program Manage?

Haiff Associales, e,

12225 Greenville Ave., Suite 200
Drallas, TX 75243

Justin Reeves, P.E,, LEED AP
Lackwood, Andrews and
Newnam, Inc.

1320 § University Dr. Suite 450
Fort Werth, TX 78107

Temothy J. Smith

Senior Project Manager

Michae! Baker Jr., Inc

810 Hester's Crossing., Suite 1683
Round Rock, TX 78681

Independent Aunditor

Ternry Kile

Deloitte & Touche LLP
Chase Tower, Ste #1600
2200 Ross Avenue
Dallas. TX 752016778

investment Officers

Thomas £, Taylor
800 N. Kealy

PO, Drawer 305
Lewisville, TX 75067

Wiliam A Greenleaf
300 N, Kealy

PO, Drawer 305
Lewisville, TX 75067

tester T. Harris Jr.
900 N. Kealy

£ Q. Drawer 305
Lewisville, TX 75067

Term of Offlce
{Elected of
Appoinied} or
Date Hired
Condracis
09/16/93 - Present

Contracts
10/06/00 - Present

Contracts
09/16/83 - Present

Contracts
05/05/11 - Present

Contracts
Q2102111 - Present

Coniracts
g5/01/14 - Present

Contracts
10/02/08 - Present

Coniracts
1112183 - Present

Contract

0501188
Employee
03f01/92 - Present

Hired

Q9/28/98 - Present

Hired
05/05/03 - Present
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Appointing
Entity

UTRWD

UTRWED

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

UTRWD

Expense
Reimbursements
Year Ended
September 38,
2014

N/A

N/A

N/A

N/A

N/A

NIA

N/A,

NIA

N/A

NA

NIA

Title
Enginesring

Engineeting

Engineering

Engineering

Engineering

Engineering

Engineering

Augitor

Executive Dirpclor

Director - Business
Services

Accouniing Manager

Rasigdent
of
District

N/A

N/A

NiA

N/A

NIA

NIA

NIA

NA

No

Yo

No



UPPER TRINITY

REGIONAL WATER DISTRICT



Part C - #47/

Management Letter




Upper Trinity Regional
Water District

Report to Management for the
Year Ended September 30, 2014



February 19, 2015

Board of Directors of Upper Trinity Regional Water District
Lewisville, Texas

The Management of Upper Trinity Regional Water District
Lewisville, Texas

Dear Members of the Board of Directors and Management:

In planning and performing our audit of the financial statements of the Upper Trinity Regional Water
District (the “District”) as of and for the year ended September 30, 2014 (on which we have issued our
report dated February 19, 2015, which included an emphasis paragraph related to the District’s
implementation of GASB Statement 65, Items Previously Reported as Assets and Liabilities
during the year ended September 30, 2014), in accordance with auditing standards generally accepted
in the United States of America, we considered the District’s internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the District’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control over
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and therefore, material weaknesses
or significant deficiencies may exist that were not identified.

We did not identify any deficiencies involving the District’s internal control over financial reporting as of
September 30, 2014 that we consider to be material weaknesses. However, in connection with our audit,
we identified, and included in the attached Appendix, other matters related to new accounting
pronouncements not yet effective as of September 30, 2014, that we wish to bring to your attention.

The definitions of a deficiency and a material weakness are also set forth in the attached Appendix.

A description of the responsibility of management for establishing and maintaining internal control over
financial reporting and of the objectives of and inherent limitations of internal control over financial
reporting, is set forth in the attached Appendix and should be read in conjunction with this report.

This report is intended solely for the information and use of management, the Board of Directors, and
others within the organization and is not intended to be, and should not be, used by anyone other than

these specified parties.

Yours truly,

Delote § Trucha LEP



APPENDIX

SECTION | —OTHER MATTERS

Other matters related to new pronouncements that we wish to bring to your attention are as follows:

GASB Statement No. 68: Accounting and Financial Reporting for Pensions

GASB 68 was also issued in June 2012 and establishes accounting and financial reporting requirements
related to pensions for governments whose employees are provided with pensions through pension plans,
as well as for nonemployer governments that have a legal obligation to contribute to those plans. This
statement requires the recognition of the entire net pension liability and a more comprehensive measure of
pension expense, along with additional required footnote disclosures. This standard becomes effective for
the District in fiscal year 2015.

GASB Statement No. 69: Government Combinations and Disposals of Government Operations

GASB 69 was issued in January 2013 and establishes accounting and financial reporting standards for
government combinations and disposals of government operations. This statement distinguishes between
government mergers and acquisitions and provides guidance on the appropriate accounting treatment of
each. This Statement also provides guidance for transfers of operations that do not constitute entire
legally separate entities and in which no significant consideration is exchanged. GASB 69 becomes
effective for the District in fiscal year 2015, and should be applied on a prospective basis.

GASB Statement No. 71: Pension Transition for Contributions Made Subsequent to the Measurement
Date, an amendment of GASB Satement No. 68 was issued in November 2013 and addresses an issue
relates to amounts associated with contributions, if any, made by a state or local government employer or
nonemployer contributing entity to a defined benefit pension plan after the measurement date of the
government’s beginning net pension liability. This standard becomes effective for the District in fiscal
year 2015.

% %k ok sk ok



SECTION Il — DEFINITIONS

The definitions of a deficiency and a material weakness are as follows:

A deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis.

A material weakness s a deficiency, or a combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis.

SECTION Il - MANAGEMENT’S RESPONSIBILITY FOR, AND THE OBJECTIVES
AND LIMITATIONS OF, INTERNAL CONTROL OVER FINANCIAL REPORTING

The following comments concerning management’s responsibility for internal control over financial
reporting and the objectives and inherent limitations of internal control over financial reporting are
adapted from auditing standards generally accepted in the United States of America.

Management’s Responsibility

The District’s management is responsible for the overall accuracy of the financial statements and their
conformity with generally accepted accounting principles. In this regard, management is also responsible
for establishing and maintaining effective internal control over financial reporting.

Objectives of Internal Control over Financial Reporting

Internal control over financial reporting is a process effected by those charged with governance,
management, and other personnel and designed to provide reasonable assurance about the achievement of
the entity’s objectives with regard to reliability of financial reporting, effectiveness and efficiency of
operations, and compliance with applicable laws and regulations. Internal control over the safeguarding of
assets against unauthorized acquisition, use, or disposition may include controls related to financial
reporting and operations objectives. Generally, controls that are relevant to an audit of financial
statements are those that pertain to the entity’s objective of reliable financial reporting (i.e., the
preparation of reliable financial statements that are fairly presented in conformity with generally accepted
accounting principles).

Inherent Limitations of Internal Control over Financial Reporting

Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may
not be prevented or detected and corrected on a timely basis. Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are subject to the risk that
the controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
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TWDB SWIFT Application

Part C, Number 47

Upper Trinity Regional Water District
Interim Financial Statement

STATEMENT OF NET POSITION

FOR THE SIX MONTHS ENDED MARCH 31, 2015*

ASSETS:
Current assets:
Cash & cash equivalents
Accounts receivable from customers
Intersystem note receivable
Other current assets
Restricted assets
Cash & cash equivalents
Total current assets

Non-current assets:

Restricted assets:
Cash & cash equivalents
Receivables from customers
Investments

Contractual agreements receivable

Non-depreciable capital assets

Depreciable capital assets - net
Total non-current assets

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:
Loss on debt refunding
TOTAL DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES:
Current Liabilities:
Accounts payable
Unearned revenue
Accrued wages and benefits
Payable from restricted assets:
Accrued interest payable
Retainage payable
Current portion of long-term bonds
Unpaid Self Insurance Claims
Total current liabilities

Non-current liabilities:
Long-term bonds
Commercial paper payable
Long-term water supply obligation
Total non-current liabilities

TOTAL LIABILITIES

NET POSITION
Net investment in capital assets
Restricted for debt service

Unrestricted
TOTAL NET POSITION

*Not prepared in full accordance with GAAP

16,133,171
4,049,012
3,254,127

5,975

446,832

23,889,117

12,971,627
4,581
4,279,194
3,410,443
52,129,255
159,834,720

232,629,820

256,518,937

2,222,962
2,222,962

1,080,241
802,439
323,902

1,142,473
458,031
10,740,000
49,534

14,596,620

172,584,286
42,050,000
5,265,341

219,899,627

234,496,247

(6,128,664)
14,684,990
15,689,324

24,245,650
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Upper Trinity Regional Water District
Interim Financial Statement

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
FOR THE SIX MONTHS ENDED MARCH 31, 2015*

OPERATING REVENUES:

Charges for services $ 16,841,252
Miscellaneous income $ 198,840
Total operating revenues 17,040,092

OPERATING EXPENSES:
Operation and maintenance:

Salaries & benefits 1,448,678
Water treatment 2,172,606
Lab chemicals & supplies 408,706
maintenance 219,044
Utilities 594,059
Equipment & tools 8,715
Miscellaneous 100,495
Depreciation & amortization 3,352,142
Overhead 1,108,206
General Office 254,200
Total operating expenses 9,666,851
OPERATING INCOME (LOSS) 7,373,241

NON-OPERATING REVENUES (EXPENSES)
Investment income (loss) -

Interest income 107,303
Interest expense net of capitalized interest (3,830,740)
Gain/(loss) on disposal of capital assets (10,230)
Net non-operating income (expense) (3,733,667)
Income before contributions 3,639,574

Contributions -
Transfers to other funds -

Change in net position 3,639,574
Net Position - Beginning of Year 20,606,076
Net Position - End of year $ 24,245,650

*Not Prepared in full accordance with GAAP
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Dated Outstanding
Date Debt Issue Description
11/1/2004 $ 755,000 Regional Treated Water Supply System Revenue Bonds, Series 2004
11/1/2005 2,770,000 Regional Treated Water Supply System Revenue Refunding Bonds, Series 2005
8/1/2006 13,785,000 Regional Treated Water Supply System Revenue Refunding Bonds, Series 2006
3/1/2007 29,465,000 Regional Treated Water Supply System Revenue Refunding and Improvement Bonds, Series 2007
6/1/2008 10,400,000 Regional Treated Water Supply System Revenue Bonds, Series 2008
8/1/2010 4,210,000 Regional Treated Water Supply System Revenue Refunding Bonds, Series 2010
9/1/2010 22,270,000 Regional Treated Water Supply System Revenue Bonds, Series 2010A
1/1/2012 12,480,000 Regional Treated Water Supply System Revenue Refunding Bonds, Series 2012
8/1/2012 34,710,000 Regional Treated Water Supply System Revenue Refunding and Improvement Bonds, Series 2012A
11/21/2013 16,290,000 Regional Treated Water Supply System Revenue Refunding Bonds, Series 2013
3/15/2015 48,355,000 Regional Treated Water Supply System Revenue Refunding Bonds, Series 2015
Total $195,490,000

(1) Asof May 1, 2015
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UPPER TRINITY REGIONAL WATER DISTRICT
REGIONAL TREATED WATER SUPPLY SERVICE
CONTRACT FOR ADDITIONAL. PARTICIPATING MEMBER

WITH
CITY OF CELINA
THE STATE OF TEXAS §
§
COUNTY OF DENTON §

THIS REGIONAL TREATED WATER SUPPLY CONTRACT (the "Contract"} made
and entered into as of the 14th day of February 2000 (the "Confract Date"), by and
between UPPER TRINITY REGIONAL WATER DISTRICT, {(the "District"}, a conservation
and reclamation district created pursuant to Article XVI, Section 59 of the Constitution of
the State of Texas, and CITY OF CELINA ("Celina"}, a municipality, which party may be
referred to herein as "Additional Participating Member™ (or “Member”}.

WITNESSETH:

WHEREAS, Celina is a municipality, a duly incorporated political subdivision of the
State of Texes operating under the constitution and laws of the State of Texes that
provides retail utility service to customers within its service area; and,

WHEREAS, one of the purposes for which the District was created was to provide
wholesaie treated water services to cities end water distribution utilities of the Denfon
County erea; and

WHEREAS, Celine desires thet the District undertake steps to provide said reeted
water service; and

WHEREAS, the District has a contract with City of Dallas dated February 12, 1992,
under which the District has the right fo purchase unireated surface water out of Ray
Roberts Lake and Lewisville Lake to serve cities end utilities within the District's service
area; and

WHEREAS, the District is developing a Regional Treated Water System for
Participating Members and other Customers, inciuding raw water transmission lines, water
treatment plant, pump stations, treated water transmission lines, storage tanks and
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metering facilities, Phase 1 of which is operational and is serving Participating Members

and Participating Utilities; and

WHEREAS, District has entered into prior contracts with Participating Members and
Participating Ulilities for participation in the Regionel Treated Water System (herein
“System”}, under which confracts the District is authonzed fo enter into confracts with
additional parties such as this Contract for participation in the System; and

WHEREAS, the District will manage and operate, or confract with others for the
management and operation of such facilities; end

WHEREAS, Disirict is proceeding with construction of a freated water transmission
pipeline and related facilities as an extension of Phase 1 of the System in general
accordance with the September 1888 engineering report entitied "Regional Treated Water
System: Northeest Extension” prepered by Alan Plummer Associates, Inc., which
extension will make water eveilable from the System in the vicinity of US 380 and FM 720;
and

WHEREAS, the terms of the Joint Project are set forth in Exhibit E hereto, which
Joint Project will eneble the services of this Contract, pending construction of a separate
transmission line by District to Celine; and

WHEREAS, Distnct proposes to extend the System to provide wholesale treated
water service to Celina in general accordance with the January 11, 2000, Engineering
Report for Upper Trinity Regional Water District and Mustang Water Supply Corporetion
and City of Celine,” (attached here to as Exhibit D) prepared by Hunter Associates, Texas,
LTD., consulting engineers, together with other facilities determined by District to be
necessary to render the contracted services, herein referred to as the "Project;” and

WHEREAS, the Hunter report attached hereto es Exhibit D recommends a “Joint
Project” between District, Musteng end Celina, which project will provide interim
transmission capacity for District end distribution capacity for Celina and Mustang Water;
and

WHEREAS, Celina desires to become an “Additional Participating Member” as
defined in this Contract; end

WHEREAS, the District and Celina ere authorized to enter into this Confract
pursuant to the District’s enabling statute, Chapter 1053 Acts of the 71* Legislature,
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Regular Session 1989 (the “Act”) and Texas Government Code Chapter 781 (the

“Interiocal Cooperation Act”), and other applicable laws; and

WHEREAS, the parties agree that the Celina shall own and operate (or contract
with others to operate) water pumping, storage and distribution facilities necessary for
retail service; and

WHEREAS, Celine acknowledges thet the District may enter intc similar confracts
as this Contract with Additional Participating Members, additional Participating Utilities,
and other Customers in the future; end

WHEREAS, the parties hereto acknowledge that a portion of the cost of the
District's Regional Treated Water System has been funded by State of Texas through the
“Stete Participation Program,” administered by the Texas Water Development Board and
that District is obligated to repurchase said portion in future yeers from the State; end

WHEREAS, District has established an "Equity Fee” to be paid by Customers who
contract for capacity in the Regional Treated Water System to help repurchase State
Participation, and Celina is willing to pay the epplicable "Equity Fee” as a condition of this
Confract; and

WHEREAS, it is expected by the perties hereto that the District will issue en
instellment of Bonds to provide money to construct the Project, with said Bonds to be
peyable from and secured by Annual Payments mede under this Contract and all other
similar contracts for participetion in the System; and

WHEREAS, the contract for Celina’s participation in the District's Growth Program
approved by the District on November 4, 1999, shall terminate upon the Contract Date of
this Confract.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
herein contained, the District agrees to provide treated weter supply services under this
Confract, and use its best efforts to issue its Bonds and to acquire, construct and
complete the Project and other facilities of the system upon end, subject to the terms and
conditions hereinafter set forth, to-wit:

ARTICLE |
Preamble/Definitions
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Section 1.01. Adoption of Preambie. All of the matters stated in the preamble of
this Contract are true end correct and are hereby incorporated into the body of this

Contrect es though fully set forth in their entirety herein.

Section 1.02. Definitions. The foliowing terms and expressions as used in this
Contract, unless the context clearly shows otherwise, shall have the following meanings:

1. “Act" means H.B. 3112, Chapter 1053, Acts of the 71" Legislature, Reguler Session,
1989 (effective June 16, 1989) as amended (Chapter 494, 74™ Legislature, Regular
Session 1995), which amendment became effective August 28, 1995,

2. "Additionel Participating Member" means Celina and any party other than the
existing Participating Members with which the Disfrict makes a contract similar to this
Contract for supplying treated weter from the System, providing herein that after execution
of this Contract, Celina shall become one of the Participating Members for ell purposes of
this Contract.

3. "Administrative Payment" means the amount of money fo be paid to the Disirict by
each of the Perlicipating Members, Participeting Utilities, and other Customers during
each Annual Payment Period as their proportionate share of Administration and Planning
Expenses of the District.

4. “Adjusted Annual Peyment” means the Annual Payment as adjusted by the Boerd
during or after such Annual Payment Period, as provided by this Contrect.

5. “Administrative and Planning Expenses” means the general overhead cost and
expenses of managing the District, but not including expenses related to capital projects
financed by the District; such expenses shall include the administration of the District's
general office, the activities and meetings of the Board and the planning activities of the
District, to the extent such programs and activities shall be for the general welfare of the
District; activities and programs for the benefit of specific perties and for specific capital
projects shall, unless otherwise authorized, be the responsibility of the benefiting parties.

6. "Annual Payment™ means the amount of money fo be paid to the District by Member
during each Annual Payment Period as its proportionate share of the Annual Requirement.
7. “Annual Payment Period" means the District's fiscal year, which currently begins on
October 1 of each calendar year and ends on September 30 of the following celendar
year, but which may be any twelve consecutive month period fixed by the Disfrict; and the
first Annual Payment Period under this Contfract is estimated fo be the period of October
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1, 1999 through September 30, 2000. Any sarvica provided during Y 1999-2000 for a

partial year will be on a pro rated basis.

8. "Annual Requirement” means tha total amount of money required for District to pay
all Operation and Maintenance Expenses of the System, and to pay the Capital (Bond
Service) Component of the Annual Requirement as described hereinafter including debt
service on its Bonds, and any sums required to pay or restore any amounts required to be
deposited in any special or reserve funds required to be established and/or maintained by
the provisions of the Bond Resolutions.

9. “Board” maans the goveming body of the District.
10. "Boardmembers"” means a member or members of the Board.
11. "Bond Resolution™ means any rasolution of the District, which authorizes any Bonds.

12. "Bonds™ means all bonds issued by the District to construct the System, whether in
one or more series or issues, and the interest thereon, and hereafter issued o acquire,
construct and complete the Project, end all bonds issued subsequently to improve, axtend,
oparate or maintain the System, and any bonds issued to refund any bonds or to refund
any such refunding bonds.

13. "County” means Denton County, Texas

14. "Customer™” means any wholesale user of the water services provided by the District
which user provides retail utility service within its boundaries.

15. "Customer Advisory Council" or "Council® means the committee to be created to
consuit with and advise the District with respect to the System as provided in this Contract.

16. "Demand" means the maximum rate of flow expressed in MGD mutually established
by Member and District that is or may be taken by Member within a Water Year.

17. "District” means the Upper Trinity Regional Water District, a conservation and
reclamation district pursuant to Articla XVI, Sectiocn 59 of the Constitution of the State of
Texas created in accordance with the Act.

18. "MGD" is an abbreviation for "million galions of water per day”
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19. "North Service Area” means generally the northern portion of the County and more
specifically any related service eree designated by the Disfrict to be provided treated water
service by the District from e water treatment plant other than the existing plant near
Lewisville Lake in City of Lewisville, which service area may be separate from other
service areas of the District for purposes of determining the Annual Requirement and for
delivery of services and which may be modified from fime to fime by the District.

20. "Qperation and Maintenance Expenses” meens ell costs and expenses of
operation and maintenance of the System, including (for greater certainty but without
limiting the generelity of the foregoing) repairs and replacements, operating personnel, the
cost of ulilities, the amounts required to pay the U.S. Army Corps of Engineers or any
other federal, state, or locel agency for water sforage rights or other interests in water in
any reservoir, or for the purchase of water, or for the use or operation of any property or
facilities; the costs of supervision, engineering, accounting, auditing, legal services,
insurance premiums, supplies, services, administration of the System, Administrative and
Planning Expenses, and equipment necessary for proper operation and meinienance of
the System; and, peymenis made by District in setisfaction of judgments resulting from
claims not covered by District's insurance arsing in connection with the acquisition,
consfruction, operation, and maintenance of the System. The term also includes the
charges of the bank or banks acling es paying agenis and/or registrars for any Bonds. The
term does not include depreciation expense,

21. "Participating Member" (or “Member”) means a governmental entity that provides
refail utility service to customers within its boundaries, that contracis with the District for
the acquisition, construction, improvement, enlargement, and payment for the water
projecis to be financed from time fo time by the District and specifically includes Celina.

22. “Participating Utility” (or “Utility”) means a non-govemmental entity, such as a
water supply corporation that provides refail utility service to customers within its
boundaries, that contracts with the District for the acquisition, construction, improvement,
enlergement, and payment for the weter projects o be financed from time fo time by the
District,

23. "Point(s) of Delivery” means the point designated in this Contract where treated
water will be delivered to Celina from the System.

24, "Project” means the "Project” as defined in the Preamble of this Contract
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25. "South Service Area” means generally the southem portions of the County and more
specifically any related service area designated by tha District to be provided treated watar
service by tha District, from the axisting water treatment plant near Lawisville Lake in City
of Lewisville, or from other sources, which service area may be separate from other water
servica areas of the Disinct, for purposes of determining the Annual Requirement and for

delivery of service, and which may ba modified from time {o tima by the District.

26. "State"” means the State of Texas,

27. "System™ means the Project, Phase 1 of the Regional Treatad Water System,
togethar with all future improvements, enlargements, extensions and additions to any of
the foregoing which are deemed necessary and feasibla by the District to provide traatad
water service to Participating Members and othar Customars and all future new facilities
and/or water rights, which are acquired or constructed with the proceeds from the sale of
any Bonds or revenues from tha System, and any water supply or treatment facilities
which are deliberately and spacifically, at the option of the Disfrict, made a part of the
System by resolution of the Board, and all repairs o or replacements of the System. Said
term does not include any District facilittes, which provide wastawater treatment or
disposal services, or solid waste disposal sarvices, of any kind. Said term does not include
any facilities acquired or constructed by the District with the proceeds from the issuance of
“Special Facilities Bonds," which are hereby defined as being revanue obligations of the
District which are not secured by or payable from payments made under this Contract or
similar contracts, and which are payable solely from sources other than revenues of the
System.

28. "Water Year"” means the panod of June 1 of each calendar year through May 31 of
the next foliowing calendar year,
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ARTICLEH

Board of Directors

Section 2.01. Board Representation. The goveming body of each Participating
Member and the County ere entitied fo appoint a qualified person fo serve on the Board.
Celina is specifically included in this provision.

Section 2.02. Board Votes. Boardmembers appointed by the governing body of
Participating Members shall be entitled to vote on all matters coming before the Board.
The Board shall establish rules for the implementetion of a system of weighted votes in
accordance with the Act for matters concerning authorization of and financial
commitments for capital projects,

Section 2.03. Terms. Boardmembers shall serve staggered, four (4) year ferms in
accordence with procedures esteblished by the Board. Boardmembers may serve
consecutive terms, A Boardmember may be removed at any time by the governing body of
the entity that appointed that Boardmember.

Section 2.04. Board Compensation. The District will not compensate
Boardmembers for serving on the Board, but may reimburse Boerdmembers for actuel,
reasonable expenses necessarily incurred on behalf of the District or in the discharge of

official duties.

Section 2,05, Board Qualifications. A Boardmember must be a qualified voter
who resides in the District and may not be an elected official of any governmental entity
that has the authority to appoint a member of the Board.

ARTICLE HI
Construction and Issuance of Bonds

Section 3.01. Consulting Engineers. The Distfrict and the Member agree that the
District will choose the Consulting Engineers for the System and may change Consulting
Engineers at the option of the District. For the Project, District will consider the consulting
engineer recommended by Celine,

Section 3.02. Construction of Project and System. The District agrees to use its
best efforts fo issue its Bonds, payable from and secured by Annual Payments made
under this Contract and similar contracts, to acquire and construct the Project and other
System facilities when and as needed, as determined by the Disfrict, fo supply treated
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water to all Participating Members and other Customers. It is anticipated that such
acquisition and construction of the System will be in phases and that each phase will be
financed by the District through the issuance of one or more series or issues of its Bonds;
and the District agrees to use its best efforts to issue its Bonds for such purpose. Bonds
¢lso may, at the discretion of the District, be issued to refund any Bonds, and be issued to
extend, enlarge, repair, renovate equip, operate, maintain and otherwise improve the
System and any System facilities. District agrees that such improvements will be made in
eccordance with generally accepted engineering practices. It is anticipated that such
improvements will be financed by the District through the issuance of one or more series
or issues of its Bonds payable from and secured by Annual Payments made under this
Contract and other similer contracts.

Section 3.03. Bond Proceeds. The proceeds from the sale and delivery of such
Bonds mey be used to fund, to the extent deemed advisable by the District, a debt service
reserve fund, a contingency fund, and interest on the Bonds during construction; and such
proceeds also will be used for the payment of the Districts expenses and costs in
connection with the Project and System (including all engineering and design costs and
expenses, and the cost of the land end interests therein related to the System) and the
Bonds, including, without limitation, all finencing, legal, printing, and other expenses and
costs related to the issuance of such Bonds end the System.

Section 3.04. Bond Resolution. Each Bond Resolution of the District shall specify
the exact principel amount of the Bonds to be issued thereunder, which shall mature within
the maximum period, and shall bear interest at not to exceed the maximum rates then
permitted by law, and each Bond Resolution shall create and provide for the maintenance
of a revenue fund, an interest and sinking fund, a debt service reserve fund, and eny other
funds deemed advisable, all in the manner and emounts as provided in such Bond
Resolution. Member agrees that if and when such Bonds are actually issued and
delivered fo the purchaser thereof, either for the purpose of initially acquiring and
constructing the System, or subsequently for improving and/or extending the System, the
Bond Resolution authorizing the Bonds shall for all purposes be deemed fo be in
compliance with this Contract in all respects, and the Bonds issued thereunder will
constitute Bonds es defined in this Contract for all purposes.
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ARTICLE IV
Operating Requirements

Section 4.01. Water Sales. District agrees to deliver potable water to Member in
accordance with the specifications and restnictions of this Article. District agrees fo provide
potable water o meet volume and demand requirements of Member es provided herein.

Section 4.02. Water Supply Limitations. Delivery of potable water to meet the
requirements of Customers, including Participating Members, is subject to and limited by
available System supply and System deliverability, as determined by the District. Such
delivery shall not be unreasonably withheld. The District will use its best efforts fo fumish
end remain in position fo furnish treated water sufficient for ell reasonable treated water
requirements of each Customer, but its obligation shall be limited to the amount of treated
water evailable from the System; and provided that the maximum rate of delivery shell be
consistent with the capacities and abilities of System facilities, and shall not exceed the
amounts fixed on an equitable end uniform basis by the Board.

Section 4.03. Quantity. The District agrees o deliver treated water under this
Contract to Celina at its Point(s) of Delivery as described in Section 4.13 hereof, and
Celina agrees to take at its Point(s) of Delivery or to pey for certain minimum amounts of
water {0 assure adequate funds fo the District to fulfill its obligations under this Contract.

Section 4.04. Minimum Amounts. For the purpose of calculating the minimum
amount of each Annual Requirement for which Celina is unconditionelly liable, without
offset or counterclaim, Celina, duning each Annual Payment Period, shall be deemed to
have taken end used the minimum Demand for System treated water {regardless of
whether or not such amount is or was acfually teken or used) specified for Celina in
Exhibit B to this Contract.

Section 4.05. Demand. For the initial Water Year, Celina will be obligated to fake
or pay for the Demend specified in Exhibit B. After one yeer of operating experience, the
District may adjust the Demand for any Water Year for Member by mutual agreement;
however, District in meking such adjustment shall always assure that the sum of all
Demands for all Customers will be adequate to support the costs and expenses of the
District. The District and Member hereby agree that it is the intention of all parties to adopt
a procedure for determination of Demand on an annual basis that fakes into account
ectuel usage for the most recent five (5) Water Years and projected needs for the next
Water Year. However, the parties agree to adhere to minimum Demands specified herein
until the District has sufficient data fo justify a trensition to a Demand calculation based on
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actual and projected usage. It is the intention of the District fo adopt the revised method of
celculating Demand as soon as prudent to promote fairness and equity among all
Customers and to evoid any Member paying unnecessanly for water or Demand not

needed in the near future,

Section 4.06. Demand Meters. A Demand meter (rate-of-flow controller) may be
installed by District during initial construction as part of the cost of the Project. If not
installed initially, Celina and District agree that after an initial five (5) year period, the
District may require the installation of a rate-of-flow controller at the cost and expense of
the Member to regulate and measure Demand for ell Members using or requiring a
Demand of 1.0 MGD or greater. Further, the District may require, at its discretion, any
other Additional Participating Member or future Customer to install a rate-of-flow controller
as part of the initial installation.

Section 4.07. Changes in Demand. Member shall give reasonable notice to
District of anticipated changes in Demand requirements. Such notice shell be given at
least six (68) months in advance if the requested change, when considered with other
pending or contemporaneous requests, does not require construction of additional
faciliies. The Executive Director of the District may waive the six (6) month notice
requirement for good cause shown. If construction of additional facilities is required, such
advance notice as will be necessery to allow for financing, design end construction of the
needed facilities shall be given by Member.

Section 4.08. Payment for Demand. Initially payment for Demend shell be based
on the minimum Demand specified in Exhibit B. If at a later date, District measures
Demand by a rate-of-flow controller or other device, Member agrees to pay the total
annual Demand charge for any increase in the egreed upon maximum Demand during a
Water Year; and for each Water Year to pay annual Demand charges based on (a) the
current Water Year Demand, (b) the highest Demand established during the five (5) Water
Years preceding or (¢) the minimum Demand specified in this Contract, whichever is
greater. Until modified by mutual egreement, Member agrees to pey such Demend
charge as may be required by this Contract or subsequent agreements, whether or not a
Demand Meter or rate-of-flow controlier is installed.

Section 4.09. Other Water Supplies. Members are not obligated to secure ell of
their water supply requirements from the District, either initially or in the future.
Nonetheless, the parties to this Contract desire to promote, achieve and maintain efficient
System operation and to promote conservation of limited ground water resources. To that
end, Member agrees to minimize the insfallation of new wells to withdraw additional
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underground water resources and to stabilize pumping from existing wells, if any. Further,
if Member develops plans to seek future surface water supplies from an entity other than
the District, Member agrees {o give the District sixty (60) days written notice of such
intention and to give the District an opportunity to address the needs or concems so
noticed. The acquisition of, or use of, water from other sources shell never cbviate or
reduce the obligations, duties and responsibilities of Member to make payments specified

in this Contract and o secure the payment of Bonds issued pursuant to this Contract.

Section 4.10. Resele. Member hereby agrees that it will not sell water purchased
from District to any person or entity outside Member's boundaries unless Member has
received prior written approval from the District. Approval to make retail sales {o individual
customers outside such boundaries may be granted by the Executive Direcior of the
District. Approval to make wholesale sales for resale shall require the specific approval of
the Board. In granting such authorization, District may establish the terms and conditions
of the conveyance of such water including, but not restricted to, the sefting of monetary
rates for sale of such water. "Convey"” means sell, trade, donete, exchange, transfer title,
or contract therefor. This provision applies to all water whether initially conveyed to
Member under this Contract, obtained from the water wells of Member or from other
sources.

Section 4.11. Other Contracts.

(a) The District reserves the right to supply treated water from the System to
Additional Participating Members under contracts similar to this Contract subject to
appropriate minimum quantities as provided in Sections 4.04 and 5.05 hereof. Each
contract with any Additional Participating Member shall comply with the requirements of
this Contract, shall substantially restate the essentiel provisions of this Contract, and shall
be struciured to be similar hereto to the fullest extent appliceble and practicable, with such
additions or changes as are necessary to meet the actual circumstances, with the effect
that each Additional Participating Member will in effect adopt the provisions of this
Contract, as supplemented and necessarily changed by its contract,

{b) 1t is further recognized and agreed that the District may sell treated water from
the System to Customers which are not Additional Participating Members, provided that all
such sales of water from the System fo such Customers shall not be unduly preferential or
impair the capability of the District fo fulfill its duties and obligations under this Contract.
Such contracts to sell water may be on a parity with this Contract or may be subordinate to
the prior rights of Member to water from the System.
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(¢} However, the District shall not obligate itself to sell or deliver raw or treated
water from the System to an Additional Participeting Member or future Customer if, in the
judgment and discretion of the District, such obligation would jeopardize the District's
ability to meet its obligation to treat, transport and deliver treated water from the System {o

Participating Members, including specifically Celina.

{d) The parties hereto recognize and acknowledge that it is the policy and practice
of the District that any other person that desires to receive service from the System shall
contract directly with the District to become a Customer of the District or an Additional
Participating Member. Any proposal o the contrary would be considered an exception to
that policy. Accordingly, Member may enter into subcontracts with a City, enother utility or
other entity to provide wholesale water service only if approved in writing in advance by
the District. If approved, no such transaction shall relieve the Member of its obligetions to
the District under the terms of this Contract.

Section 4.12, Quallty. The water to be delivered by the District end received by
Member shall be potable, treated water from the System. Member has satisfied itself that
such water will be suitable for its needs. The District is obligated to treet such water
eccording to standards of all State and Federal agencies having jurisdiction over water
quelity. The District and Member shall cooperate, each within its legal powers, in
preventing, to the extent practicable, the poliution and contamination of the reservoirs and
watersheds from which System water is obtained.

(a) District egrees to deliver water contracted by Celina at Poini(s) of Delivery as
delineated in Exhibit A atteched hereto. The initial delivery facilities delineated in Exhibit A
hereof shall be constructed by District and included in the cost of the Project. Recognizing
thet the initial delivery facilities are being provided as part of the joint Project in which
Celine will secure certain capacity for its own distribution system, District reserves the right
to designate a permanent Point of Delivery at a mutually setisfectory location near the
westem side of Celina’s service area when the Disfrict later constructs its own
transmission facilities for delivery of water from the System to Celina. District will be
responsible for the cost of the permanent Point of Delivery when constructed.

(b) Except as provided in paragraph (a) of this Section, and uniess otherwise
mutually agreed to, Member shall be responsible for the design, construction end
financing of facilities and acquisition of any rights-of-way for additional or future Points of
Delivery for water from the System. Plans shall be submitted to District for written
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approval and ell designs, meteriels and specifications shall conform to District
requirements. Member agrees that District has the right to make periodic inspections
during the construction phase of such future or additional delivery facilities. Final
acceptance of completed delivery facilities is subject to the written approval of District.
Member agrees thet after final inspection and acceptance of delivery facilities, Member will
convey title of those facilities and rights-of-way in conjunction therewith to District. Upon
conveyance of fitle to delivery facilities by appropriate instrument(s), District shall be
responsible for operation and maintenance thereof.

Section 4.14. Metering Equipment.

{e) The District will furnish, install, operete, and maintain at its expense the
necessary equipment and devices of standard type required for measuring the quantity of
treated water delivered under this Contract from the System fo Member through its Point
or Points of Delivery, except as otherwise provided in Section 4.13. Such meters and
other equipment so instelled shall remain the property of the District. The District shall
inspect, calibrate, and adjust its meters at leest annually as necessery to maintain
accurate measurements of the quantity of treated water being delivered. Member shail
have access to the metering equipment at all reasonable times for inspection and
examination, but the reading, calibration, and adjustment thereof shall be done only by
employees or agents of the District. If requested, Member may witness such reading,
calibretion and adjustment of meters. All readings of meters will be entered upon proper
books of record maintained by the District. Member may have access to said record
books during normal business hours,

{b) Member may request, in writing, that the District calibrate any meter or meters in
the presence of the Member. The District will make up to two (2) such calibrations in any
fiscal year at no charge to Member. All requested calibrations in excess of two (2) will be
made at the expense of the requesting Member, except when the accuracy of the meter is
beyond the limits of commercial accuracy in which case the District shall bear such
expense. If, for any reason, eny meter is out of service or out of repair, or if, upon eny test,
the percentage of inaccuracy of any meter is found to be in excess of commercial
accuracy [which unless otherwise agreed to shall be considered to be two (2%%) percent],
registretion thereof shall be corrected for a period of time extending back to the time when
such inaccuracy began, if such time is ascertainable, and if not ascertainable, then for a
period extending back one-helf (2) of the time elapsed since the date of the last
calibration, but in no event further back than a period of six (6) months.
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(c) Member may, at its option and its own expense, install and operate a meter
(check meter) to check any meter installed by the District, but the measurement for the
purpose of this Contract shall be solely by the District's meters, except as in this Section
specifically provided to the contrery. All such check meters shall be of standard make,
shall be installed in e location approved by the District, and shall be subject at all
reasonable times to inspection and examination by any employee or agent of the District,
but the reading, calibration, and adjustment thereof shall be made only by the Member,
except during any period when a check meter may be used under specific written consent
by the District for measuring the amount of treated water delivered from System, in which
case the reading, calibration, end adjustment thereof shall be made by the District with like
effect as if such check meter or meters had been furnished or installed by the District.

(d) If either party at any time observes a variation between the delivery meter or
meters and the check meter or meters, if any such check meter or meters shall be
installed, such party will promptly notify the other party, and the parties hereto shall then
cooperate to procure an immediate calibration test and joint observation of any adjustment
and the same meter or meters shall then be adjusted to accuracy. Each party shall give
the other party forty-eight (48) hours' notice of the time of all tests of meters so that the
other party may conveniently have a representative present.

(e) If for any reason any meters are out of repair so that the amount of water
delivered cannot be ascertained or computed from the reading thereof, the water delivered
through the period such meters are out of service or out of repair shall be estimated and
agreed upon by the parties hereto upon the basis of the best data aveilable. For such
purpose, the best date available shall be deemed to be the registration of any check meter
or meters if the same have been installed and are accuretely registering. Otherwise, the
amount of water delivered during such period may be estimated: (i) by correcting the eror
if the percentage of the error is ascertainable by calibration tests or mathematical
calculation, or (i) by estimating the quantity of delivery by deliveries during the preceding
periods under similar conditions when the meter or meters were registering accurately.

Section 4.15. Unit of urement. The unit of measurement for treated water
delivery from the System hereunder shall be 1,000 galions, U.S. Standard Liquid Measure

Section 4.16. Access.

(a) Member agrees to provide ingress and egress for District employees and agenis
to all its premises inside Member's boundaries to install, operate, inspect, test, and
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maintain faciliies owned or meintained by District within corporate or jurisdictional limits of

Member.

(b) District agrees to provide ingress and egress for Member employees and agents
to all premises under control of the District to install, operate, inspect, test, and maintain
facilities, and read meters owned or maintained by Member.

Section 4.17. Reporting Requirements. Approximately sixty days after the end of
each Annual Payment Period, Member shall furnish in writing to the District the following
information:

(1) The number of active domestic water connections currently served;
(2) The number of commerciel end business water connections currently served;

{3) The number of water connections currently served which purchase 1,000,000
gallons or more per year, with name end location of eech;

(4) The number of galions of water pumped from sources other then the District
during the most recent Annual Payment Period,

(5) An estimate of the projected annual weter requirements from the System by
Member for each of the next five (5) years;

(6) An estimate of Demand for the next Water Year.

The purpose of this provision is fo permit the Disfrict to accumulate statistical data which
will enable it to plan for adequete service, and fo fecilitate plans for betterment and future
facilities expansion.

Section 4.18. Customer Advisory Council.

(@)  On an annual basis, the goveming body of each Customer may appoint a
member of its goveming body or one of its employees as a member of the Customer
Advisory Council for the Regional Treated Water System, which Council is hereby created
and established. The Council shall elect a Chairman, a Vice-Chairman, and a Secretary.
The Council may establish bylaws governing the election of officers, meeting dates and
other matters pertinent to its function. The Council shall consult with and advise the
District and the Board with regard to the following matters pertaining to the District:

(i) The issuance of Bonds;
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(i) The operation and maintenance of the District and the System;
(i) Contracts for services to Customers;
(iv) The District's Annual Budget, prior to its submission to the Board;

(v) All other pertinent matters relating to operation of the District and the
System; and

(vi} Improvements and extensions of the System.

The Council shall have access to and may inspect at reasonable times all physical
elements of the System and all records and accounts of the District pertaining to the
System.

(b} The term of membership on the Council shall be et the pleasure of each
governing body represented, respactively, and each member shall serve until replacad by
such governing body. Al expenses of the Council in discharging its duties under this
Section shall be considered as an Operation and Maintenance Expense of the District.

Section 4.19. Water Conservation, Drought Contingency Plan.

(a) Member agrees that water supplies or services may ba limited or curtailed
pursuant to Section 4.02. Also, Member agrees to coordinate with the District the
implementation of any action to limit or curtail water supplies to minimize adverse impact
on System operation, and on adequacy of service, and to promote public understanding of
the need for and terms of such limitation or curtailment.

(b) It is the policy of the District to prepare, adopt and maintain a regional water
consarvation plan which incorporates loss reduction measures and demand management
practicas which insure thet the available supply of the System is used in an economically
efficient and environmentally sensitive manner. Similarly, it is the policy of the District to
prepare, adopt and maintain a drought and emergency contingency plan for water supply
to Customers. Member agrees to cooperate in the implementation of both plans and to
adopt and enforce such or similar plens for use within its jurisdiction. Member may be
required by State or Federal agencies to implement a water conservation plan; also, the
District reserves the right to require Member to implement a water conservation plan. The
Member's water conservation plan is subject to approval by District.



Upper Trinity Regionat Water District
Reglonal Treated Water Supply Service Contract for
Additionat Participating Member w/City of Ceina
Page 18

(c) To the extent the District imposes resfrictions of general applicability to
Customers, including rules relating to the curtailment or rationing of water delivery and
availability, District agrees to impose such restrictions equitably and in a
non-discriminatory fashion. Such retioning shall, within the limits permitted by law, be done
by the District on the basis of the relative actual total emount of water taken from the
System by each Customer respectively during the most recent Water Year during which

rationing among the Customers wes not necessary.

Section 4.20, Standards. Member egrees fo protect its storage and distribution
system from cross connections under the specifications required by health stendards of
the State of Texas. Member agrees to provide air gaps for any ground storege and
backflow preventers for any elevated storage receiving water from the System. Member
agrees to provide intemal storage sufficient fo meet its emergency needs and to maintain
a reasonable load factor for deliveries from the System.

ARTICLE YV
Fiscal Provisions

Section 5.01. Annual Requirements. Subject to the terms and provisions of this
Contract, the District will provide and pay for the cost of the acquisition, construction and
improvement of the System and all System facilities, by issuing its Bonds in amounts
which will be sufficient to accomplish such purposes. It is acknowledged and agreed that
paymenis to be made under this Contract and similar contracts with other Customers and
Additional Participating Members, if any, will be the primary source evailable to the District
to provide the Annual Requirement. In compliance with the District's duty to fix, and from
time to time to revise, the rates and charges for services of the System, the Annual
Requirement may change from time to time. Eech such Annual Requirement shall be
allocated among the Members as hereinafter provided, and the Annuel Requirement for
each Annual Payment Period shall be provided for in each Annual Budget and shall at all
times be not less than en emount sufficient to pay or provide for the payment of;

(e} An "Operation and Maintenance Component” equal to the emount paid or
payable for all Operation and Maintenance Expenses of the System; end

{b) A “Capital Component” equal {o:
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(1) the principal of, redemption premium, if any, and interest on, its Bonds,
as such principal, redemption premium, if any, and interest become due, less
interest to be paid out of Bond proceeds or from other sources if permitted by any
Bond Resolution, and all amounis required to redeem any Bonds prior o maturity
when and as provided in any Bond Resolution, plus the fees, expenses and
charges of each paying agent/registrar for paying the principel of and interest on
the Bonds, end for authenticating, registering and transferring Bonds on the
regisiration books; and

{2) the proportionete amount of any special, contingency or reserve funds
required to be accumulated and mainteined by the provisions of any Bond
Resolution; end

{3) an amount in addition thereto sufficient to restore any deficiency in any of
such funds required to be accumulated and maintained by the provisions of any
Bond Resolution; and

(¢) A “Speciel Reserve” in an amount deemed appropnrate and necessary by the
Board for Operation and Maintenance Expenses of the System and for capital
improvements. Any such reserve shall be used as operating funds for Operation and
Maintenance Expenses, for emergency expenses and a fluctuating reserve for additions to
or shortfalls in the annual revenues of the System. The normal level of such reserve shall
not exceed 25% of the annual Operation and Maintenence Expenses {(estimated to be
approximately three (3) months of expenses), however, the Board may authorize the
reserves to be maintained at a higher level, especially if necessary for capital
improvements.

Section 5.02. Annual Budget. Each Annual Budget for the System shall alweys
provide for amounts sufficient to pay the Annual Requirement. The Annual Budget for the
System for all or eny part of the Annuel Payment Period during which the System is first
piaced into operation shall be prepared by the District based on estimates made by the
District. On or before June 15 of each year, the District shall fumish {0 each Member a
preliminary estimate of the Annual Payment required from each Member for the next
following Annual Payment Period. Not less than forty days before the commencement of
each Annual Payment Penod, the District shall cause to be prepared as herein provided
its preliminary budget for the System for the next ensuing Annual Payment Period. A copy
of such preliminary budget shall be filed with each Participating Member for review before
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action by the Board. Any Pariicipating Member may submit comments about the
preliminary budget directly to the Board. The Board may adopt the preliminary budget or
make such amendments thereto, as the Board may deem proper. The budget thus
approved by the Board shall be the Annual Budget for the next ensuing Annual Payment
Period. The Annual Budget (including the first Annual Budget} may be amended by the
District at any time to transfer funds from one account or fund to another account or fund
s0 long es such fransfer will not increase the total budget. The amount for any account or
fund, or the amount for any purpose, in the Annual Budget may be increased through
formal ection by the Boerd even though such action might cause the total amount of the
Annual Budget o be exceeded; provided that such action shall be taken only in the event
of an emergency or special circumstences which shell be cleerly steted in a resolution at
the time such action is taken by the Boerd.

Section 5.03. Payments by Participeting Member.

{a) For the treated water services to be provided to Celine under this Contract,
Celina agrees o pay, at the time and in the manner hereinafter provided, its proportionate
share (Annuel Peyment) of the Annual Requirement. Celina shall pay its part of the Annual
Requirement for eech Annuel Payment Period directly to the District, in monthly
instaliments in accordance with the schedule of payments furnished by the District, as
hereinafter provided.

(b) Celina shall pay its Annual Payment according to the minimum amounts
respectively specified in Section 4.04 of this Contract and according to the actual volume
of treated weter taken. The District shall estimate a price per 1,000 gallons of Demand
and volume for purposes of determining the monthly payment to be made by eech
Member. Member shall pay a Demand charge in approximetely equel monthly installments
based on the minimum quantity specified in Exhibift B or upon a different quantity
subsequently established by the District in accordance with Section 4.05. Such Demand
charge shall be sufficient to cover the fixed cost portion of the Annuel Requirement. Each
Member shall pay a volume charge based on the actual volume of treated water delivered
to each Member monthly. The volume cherge shall be sufficient to cover the variable cost
portion of the Annual Requirement and specifically the costs of raw water purchased and
the variable costs associated with treating, pumping, transporting and delivering the water.
The District reserves the right to combine the volume and Demend cherge into a unified
charge for the convenience of the District and its Customers, especially for shorf-term
sales or for sale of small quantities.
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Section 5.04. Fiscal Policy. It is provided that in estimating costs for services, the
District is specifically euthorized, in its discretion, to include in such estimate of costs
reesonable contributions fo reserve funds or to assume that the Annual Payment Period
may be a wet year which could cause revenues fo be increased if the year is actually
normal or dry. This fiscal policy is expressly approved by the Member and is deemed by
the parties herefo to be beneficial in the fiscal management of the System, and will assure
the timely availability of funds even under unexpected circumstances, Upon receipt during
any Annual Payment Pericd of an amount sufficient to meet the then current Annual
Budget of the System for the remainder of the then current Annual Payment Period, the
District shall deposit subsequent revenues received into appropriate reserve or
contingency accounts, unless otherwise specifically hereinafter provided in the event of
unexpected or additional Annual Budget requirements. If there is a shortfell in revenues,
the District may withdraw from the reserves, adjust the Annual Requirement, revise the
payment schedule or do any combination thereof.

Section 5.05. Minimum Payments. |f is agreed thet if, during any Annual Payment
Period, the estimated and/or actual metered volume of freated water provided by the
System to Celina is, for any reason wheisoever, less than any minimum amount
prescribed by this Confract and the District, Celina shall pay its Annual Payment according
to such minimum amount. However, if Celine's estimated and/or actual metered amount of
water is equel to or in excess of such minimum amount, its Annual Payment shall be
calculated on the basis of estimated and actual volumes and Demands. All contracts with
Additional Participeting Members shall provide for equitable minimum emounts, also. Such
minimum quantities shell be fixed in amounts at least sufficient, as determined by the
District, fo assure en initial Annual Payment by such Additional Participating Member for
not less than the amount of its estimated use of freated water during the first year of
service under such contrect.

Section 5,06, Redetermination of Annual Requirements. Notwithstanding the
foregoing, the Annual Requirement, end each Member's share thereof (Annual Payment),
may be redetermined, after consultation with each Member, at any time during any Annual
Payment Period, to the extent deemed necessary or advisable by the District, if.

{i) The District commences furnishing services of the System to an Additional
Participeting Member or Customer;

(i) Unusual, extraordinary, or unexpected expenditures for operation and
mainfenance expenses are required which are not provided for in the
District's Annuel Budget or reserves for the System;
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(i} Operation and maintenance expenses of the System are substantially
less than estimeted;

(iv) District issues Bonds which require an increase in the Capital
Component of the Annual Payment; or

{v) The District receives either significantly more or significantly less revenue
or other amounts than those enticipated.

If the Annual Requirement is redetermined, Member will be advised of the Adjusted
Annual Payment.

Section 5.07. Other Revenues. During each Annual Payment Period, all revenue
derived from sales of System water, other than sales of treated water to Participating
Members, shall be credited to and be used for peying part of the Annual Requirement in
the manner determined by the District, with the result that such credits shall reduce, to the
extent of such credits, the amounts which otherwise would be payable by the Member,
The District shell estimate all such credits which it expects to make during each Annual
Payment Period in calculating each Annual Peyment.

Section 5.08. Prompt Payment/Disputed Bills. Member hereby agrees that it will
make payments required by this Contract to the District within 20 days of the date a bill for
service is rendered. If Member at any time disputes the amount to be paid by it to the
District, Member shall nevertheless promptly make such payment or payments; but, if it is
subsequently determined by agreement or court decision that such disputed payments
should have been less, or more, the District shall promptly revise and reallocate the
charges in such manner that Member will recover its overpayment or the District will
recover the amount due it. All emounts due and owing to the District by Member, or due
and owing to Member by the District, shall, if not peid when due, bear interest at the rete
of ten (10%) percent per annum from the date when due until paid.

Section 5.09. Delinquent Bills. The District shall, to the extent permitted by law,
suspend the delivery of water from the System o eny Member or Customer which remains
delinquent in any payments due hereunder for a period of sixty (60) days, and shall not
resume delivery of water while such Member or Customer is so delinquent. It is further
provided and egreed that if Member should remain delinquent in any payments due
hereunder for e period of one hundred twenty (120) days, and if such delinquency
continues during eny period thereefter, Member's minimum amount specified by Confract,
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shall be deemed to have been zero gallons during all periods of such delinquency, for the
purpose of celculating end redetermining the percentage of each Annual Requirement to
be paid by the non-delinquent Members end Customers; and, the District shall
redetermine such percentage in such event on a basis so that the non-delinquent
Members and Customers, collectively, shall be required to pay ell of the Annual
Requirement. However, the District shall pursue all legal remedies against any such
delinquent Member or Customer to enforce and protect the rights of the District, the other
Members and Customers, end the holders of the Bonds. The delinquent Member shall not
be relieved of the liability o the District for the payment of all amounts which would have
been due hereunder had no defeult occurred or the percentage had not been
redetermined as provided in this Section. It is understood that the foregoing provisions are
for the benefit of the holders of the Bonds so as to insure that all of the Annual
Requirement will be paid by the non-delinquent Members and Customers during each
Annual Payment Period regardless of the delinquency of a particular Member or
Customer. If any amount due end owing the District by Member is placed with an attorney
for collection, Member shall pay to the District all attomeys fees, in addition to all other
payments provided for herein, including interest.

Section 5,10, Updeted Schedule of Payment. If, during any Annual Peyment
Period, Member's Annual Payment is redetermined in any manner as provided or required
in the foregoing Sections, the District will promplly fumish Member with an updated
schedule of monthly payments reflecting such redetermination.

Section 5.11. Service Arees. For purposes of determining the Annual
Requirement and for delivery of services, the District shall maintain seperate cost centers
for each service area, including specifically the North Service Area and the South Service
Area, Provided, however, that the District may combine the cost of two (2) or more such
service ereas if, in the Boerd's judgment, such action would result in more equiteble
distribution of costs of the System or in the rendition of service to Customers.

ARTICLE VI
Miscellaneous Provisions and Special Conditions

Section 6.01. Operation and Maintenance of System. The District will
continuously operate and maintain the System in an efficient manner and in accordance
with good business and engineering prectices, and et reasonable cost and expense. The
District recognizes its right and duty to operate the various fecilities of the System in the
most prudent and economical manner for the benefit of all Customers.
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Section 6.02. Project Schedule. [t is the intant of the parties that the Project will
ba placed in operation as soon as practicable, and the District agrees to proceed diligently
with the design and construction of the Project to meet such schedule, subject to the other
terms and conditions in this Contract.

Section 6.03. Permits, Financing and Applicable Laws. It is understood that any
obligations on the part of the District to acquire, construct, and complete the Project and
other System facilities and to provide treated water from the Project and other System
faciliies to the Member shall be: (i) conditionad upon the District’s ability to obtain all
necessary permits, material, labor, and equipment; {ii) conditioned upon the ability of the
District to finance the cost of the Project and other System facilities through the actual sale
of the District's Bonds; and (jii) subject to all present and future valid laws, orders, rules,
and regulations of the United States of America, the State of Texas, and any regulatory
body having jurisdiction.

Section 6.04. Title to Water; Indemnification. Title to all water supplied to
Member shall be in the District up to each Point of Delivery, at which point title shall pass
to the receiving Member, except that the District reserves the right of re-use of wastewater
treated effiuent, to the extent authorized by State of Texas. The District and Celina agree
to save and hold each other harmlass, to the exient authorized by law, from all claims,
demands, and causes of action which may be asserted by anyone on account of the
transportation and delivery of said water while title remains in such party. Both Celina and
District agree to be responsible for their own respective negligent acts.

Section 6.05. Payments Solely From Revenues., The District shall never have the
right to demand payment by Celina of any obligations assumed by it or imposed on it
under and by virtue of this Contract from funds raised or to be raised by taxes, and the
obligations under this Contract shall never be construed to be a debt of such kind as to
require Member to levy and collect a tax to discharge such obligation. Nonatheless,
Member may make payments from its water and wastewater (sewer) system revenues, or
from any other lawful source, including ad valorem taxes.

Section 6.06. Operating Expenses. Member represents and covenants that all
payments to be made by it under this Contract shall constitute reasonable and necessary
“operating expenses” of its combined waterworks and sewer sysiem, as defined in
Vemon’s Ann. Tex. Civ. St. Article 1113, and that all payments will be made from the
revenues of its combined waterworks and sewer system or any other lawful source.
Member represents and has determined that the treated water supply to be obtained from
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the System, including the Project and other System facilities, is absolutely necessery and
essential to the present and future operetion of its water system end that the System is the
best long-term source of supply of treated water therefor, and accordingly, all payments
required by this Contract to be made by Member shell constitute reesonable and
necessary opereting expenses of its respective system as described above, with the effect
that the obligation to make such payments from revenues of such system(s) shall have
priority over any obligation fo make any payments from such revenues {(whether of
principal, interest, or otherwise) with respect to all bonds or other obligations heretofore or
hereafter issued by Member,

Section 6.07. Rates for Water end Wasteweter Services. Member agrees
throughout the term of this Contract to continuously operete and maintain its weterworks
system, its wastewater (sewer) system or both, and to fix and collect such rates and
charges for weter services, wastewater (sewer) services or both to be supplied by its
system or systems as aforesaid as will produce revenues in an emount equal to at leest:
(i) all of the expenses of operation and maintenance expenses of such system or systems,
including specifically, its payments under this Contract, and (ii) ell other amounts as
required by law end the provisions of the ordinance or resolutions authorizing its revenue
bonds or other obligations now or hereafter outstanding, including the emounts required to
pay all principal of end interest on such bonds end other obligations.

neither the proceeds from the sale of the Bonds, nor the moneys paid it pursuant to this
Contract, nor any eamings from the investment of any of the foregoing, will be used for
any purposes, except those directly relating to the System, and the Bonds as provided in
this Contract; provided that the District may rebate eny excess arbitrage eemings from
such investment earnings to the United States of America in order to prevent any Bonds
from becoming "arbitrage bonds™ within the meaning of the Intemal Revenue Code of
1986 (the "Code") or any amendments thereto in effect on the date of issue of such
Bonds. Celina covenants and agrees that it will not use or permit the use of the System in
any manner that would cause the interest on any of the Bonds to be or become subject to
federal income texetion under the Code or any amendments thereto in effect on the date
of issue of such Bonds.

Section 6.09. Rights-of-Way,
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{a) Celina hereby grants to the District without additional cost to tha District, the
perpetual use of the streets, aasements, and rights-of-way under its control for the
construction, operation, end maintenance of the System and the Project.

{b) Calina agrees, that with prior written approval, District may use straats, alleys
and public rights-of-way within Mamber's boundaries for pipelina purposes to provide
water to Membar or to other Customers without charges or tolls provided that District
makes the necassary repairs to restore tha streets, allays or public rights-of-way used fo
their original condition,

{c} Celina hereby consents to the District exercising its power of eminent domain, if
necessary, to obtain property or rights-of-way within the boundaries of Celina for the
Projact and the System.

(d) District shall coordinate with Celina concarning the need for sitas, easements or
rights-of-way for future permanent transmission pipelines and other faciliies for delivery of
water from System to Celina, and Celina shall make reasonable effort to obtain through its
devalopment, platting and zoning process such sites, easaments or rights-or-way, that
District may so request.

Section 6.10. Use of Customar Facilities. The parties to this Contract, including
specifically tha District, desire to develop and operate the System in an efficient manner.
To that end, the policy of the District is to encourage joint-use of facilities, including
existing and future, pipelines, storage tanks and pump stations owned by and under the
control of Customers wharever feasible and advantageous to tha delivery of water from
the System. The District agraes that if it proposes the joint use of such facilities and if &
Customer agrees that the Customer whose facilitias will be used is antitled to fair and
reasonabla compensation for the use of facilitias and for the sarvice provided by the
Customar to District. Further, it is agreed by all parties to this Contract that such
compensation will be considerad to be an Operation and Maintenance Expense of the
System.

Section 6.11, Unconditional Obligation to Maka Payments. Recognizing the fact

that Celina and other Participating Members urgently require the facilities and services of
the Project and the System, and that such facilities and servicas ara essential and
necessary for actual use and for standby purposas, and recognizing the fact that the
District will usa payments received from Celina and othar Participating Mambers to pay
and secure its Bonds, it is hereby agread that Celina shall be unconditionally obligated fo
pay, without offset or counterclaim, its proportionate share of the Annual Requirement, as
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provided and determined in this Contrect (including the obligations for paying for
“minimums” as described in Section 4.04 hereof), regardless of whether or not the District
actually acquires, constructs or completes the Project or the System or is actually
delivering water from the System o Celine, or whether or not Celina actually receives or
uses weter from the System whether due {o Force Majeure or any other reason
whatsoever, regardless of any cther provisions of this or any other contract or agreement
between any of the perties hereto. This covenant by Celina shall be for the benefit of and
enforceeble by the holders of the Bonds as well as the District.

Section 6.12. Insurance. The District agrees to carry and arrange for fire, casuelty,
public liabilty, and/or other insurance, including self insurance, on the System for
purposes end in amounts which, as determined by the District, ordinarily would be carried
by a privetely owned utility company owning and operating such facilities, except that the
District shall not be required to provide liability insurance except to insure itself egainst risk
of loss due to claims for which it can, in the opinion of the District's legal counsel, be liable
under the Texas Tort Claims Act or any similar iaw or judicial decision. Such insurence will
provide, to the extent feasible and practicable, for the restoration of damaged or destroyed
properties and equipment, to minimize the interruption of the services of such facilities. All
premiums for such insurance shall constitute an Operation and Maintenance Expense of
the System.

Section 6.13. Future Capacity. The Project and the System will include cepecity in
pipelines and certain other facilities for future needs of Participating Members, Additional
Participating Members, Participating Utilities and other Customers. Member agrees that it
is in the best interest of both the District and Member to plan, acquire and construct the
Project and System with excess capecity in anticipation of future increases in Member's
requirements and in enticipation of future new Customers. Further, Celina agrees that if
the District executes e financiel plan for the Project thet includes participation by the Stete
in future capacity costs and includes deferral of a portion of the costs {o a future date, that
Celina will assume its respective share when due of such System cost so deferred as if
Bonds had been issued during the initial construction of the Project. The District reserves
the right to contract with Additional Participating Members and other Customers for
equitable participation in such future capacity in accordance with Section 4.11.

Section 6.14. Special Provisions. The parlies hereto acknowledge and agree to
the Special Provisions which are set forth in Exhibit C hereto which Exhibit is incorporated
herein for ali purposes. The Special Provisions for this Contract reflect circumstances or
issues for this specific Customer which may be different from those of other Customers
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and therefore constitute e modification of, or a requirement in addition to, the standard

provisions otherwise contained in this Contract,

ARTICLE VI
Standard Provisions

Section 7.01. Force Majeure. If by reason of force majeure eny perty hereto shall
be rendered unable wholly or in pert to cerry out its obligations under this Contract, other
than the obligation of Member fo make the payments required under this Contract, then if
such party shall give notice end full particulars of such force mejeure in writing to the other
party within a reasonable time after occurrence of the event or cause relied on, the
obligation of the party giving such notice, so far as it is affected by such force majeure,
shali be suspended dunng the continuance of the inability then claimed, but for no
longer period, and any such party shall endeavor to remove or overcome such inability
with all reasonable dispatch. The term "Force Majeure” as employed herein shell mean
acts of God, strikes, lockouts or other industrial disturbences, acts of public enemy, orders
of any kind of the Government of the United States or the Stete of Texes, or any civil or
military authonty, insurrection, riots, epidemics, landslides, lightning, earthquake, fires,
hurricanes, storms, floods, washouts, droughts, arrests, restraint of government and
peopie, civil disturbences, expiosions, breakage or accidents to machinery, pipelines or
canals, partial or entire failure of water supply, or on account of any other causes not
reasonably within the control of the party claiming such inability.

Section 7.02. Limitations and Conditions/Other Systems. |f the District
determines that it will be necessary to pariicipate with other parties in the construction of
facilities in order to fulfill its obligations under this Contract, Member agrees that such
participation is as much a part of the Project and System as if separate facilities were
constructed by the Disinct. Furthermore, any cost, rates, fees or charges applicable to
pumping, trensportetion or treatment of water by others, and charges for other services
rendered by other parties at the request of the District for the benefit of the Project and
System shell constitute Operation and Maintenance Expense of the System as defined
herein,

Section 7.03. Term of Contract. This Contract shail be effective on and from the
Confract Date, and shall continue in force and effect for thirty (30) years or for such period
of time that Bonds issued by the District for the Project or System remain outstanding,
whichever period is greater; provided, however, the term of the Contfract and the expiration
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date may ba extended for a period not to exceed 20 yaars at the option of the Perticipating
Member, upon the mutual agreement of the Participating Member and tha District as to
the terms and conditions. The District's obligation to provide the contracted for services
shall commanca from the date that the District gives written notice that the Project is
operational and functional to fraat and deliver treated water to Member. This Contract and
its attachments constitute the sole agreemant betwaan the parties hereto with respect to

the Project.

Section 7.04. Contracting Parties. This Contract shall be effective as o Celina
whether or not all parties who have previously executed contracls of a similar nature
remain participants in the System. The "minimums” listed in Exhibit B shall remain the
sama as listed for Calina, whether or not the District may agree o changes in minimums
with other partias who are participants in the System.

Section 7.05. Modification. No change, amendmant or modification of this
Confract shall be made or be effective which will affect adversely the prompt paymant
when due of all moneys required fo be paid by Mambar under this Contract or any similar
contract and no such change, amendment or modification shaill be made or be effectiva
which would cause a violation of any provisions of any Bond Resolution.

Section 7.06. Addresses and Notica. Uniess otherwise provided herein, any
notice, communication, request, reply or advice (harein sevarally and collectively, for
convenience, called "Notice”) herein provided or parmitted o be given, made or acceptad
by any party to any other party must be in writing and may be given or be served by
depositing the same in the United States mail postpaid and registarad or certified and
addrassed to the party to be noftified, with retum receipt requested, or by delivering the
same to an officer of such party, or by prepaid telegram whan appropriate, addrassed fo
the party to be notified. Notice deposited in the mail in the mannar described abova shall
be conclusively deemed {o be affective, unliess otherwise stated herein, from and after the
expiration of three days after it is so daposited. Notica given in any other manner shall be
effective only if and when received by tha party to be notifiad. For the purposes of notice,
the addresses of the parties shall, until changed as hareinafter provided, be as follows:

if to the District, to: Executive Diractor
Upper Trinity Regional Watar District
386 West Main Street
P. 0. Drawer 305
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Lewisville, Taxas 75067
If to Celina, to City Administrator

City of Celina

P. O, Drawer D

Celina, Taxas 75009

The parties hereto shall have the right from time to time and at any time to change their
respective addresses and each shall have the right to specify as its address any other
address by at least fifteen (15) days’ written notice to the other parties hereto.

Seclion 7.07. State or Federal Laws. . Orders or Reaulations This
Contract is subject to all applicable Federal and State laws and any applicable permits,
ordinances, rules, orders and reguiations of any local, state or federal govemmental
authority having or asserting jurisdiction; but, nothing contained herein shall be construed
as a waiver of any right to question or contest any such law, ordinance, order, rule or
reguiation in any forum having jurisdiction,

Section 7.08. Remedies Upon Default. [t is not intended hereby to specify {(and
this Contract shall not ba considered as specifying) an axclusive remedy for any default,
but all such other remadies (other than termination) existing at law or in equity may be
availed of by any party hereto and shall be cumulative. Howaver, recognizing that the
District's undertaking to provide and maintain the services of the System is an obligation,
failure in the performance of which cannot be adequately compensated in money
damages alone, the District agrees, in the evant of any default on its part, that Mamber
shall have available to it the equitable remedy of mandamus and specific performance in
addition to any other legal or equitable remedies (other than termination) which may also
be available. Recognizing that failure in the performance of Member's obligations
hereunder could not be adequately compensated in money damages alone, Member
agrees in the event of any default on its part that the District shall have available to it the
equitable remedy of mandamus and specific performance in addition to any other legal or
equitable remedies (other than termination) which may also be available to the District.
Notwithstanding anything to the contrary contained in this Contract, any right or remedy or
any default hereunder, except the right of the District to receive the Annual Payment which
shall never be determined to be waived, shall be daemed to be conclusively waived unless
asserted by a proper proceeding at law or in equity within two (2) years plus on (1) day
after the occurrence of such default. No waiver or waivars of any breach or default (or eny
breaches or defaults) by any party hereto or of performance by any other party of any duty
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or obligation hereunder shall be deemed e weiver thereof in the future, nor shall any such
waiver or waivers be deemed or construed to be a waiver of subsequent breaches or

defaults of any kind, character or description, under any circumstance.

Section 7.09. Severability. The parties hereto specifically agree that in case any
one or more of the sections, subsections, provisions, cleuses or words of this Contract or
the epplication of such sections, subsections, provisions, clauses or words to any situation
or circumstance should be, or should be held to be, for eny reason, invalid or
unconstitutional, under the laws or constitutions of the State or the United States of
America, or in contravention of any such laws or constitutions, such invalidity,
unconstitutionality or contravention shall not affect any other sections, subsections,
provisions, clauses or words of this Contract or the application of such sections,
subsections, provisions, clauses or words to any other situation or circumstance, and it is
intended that this Contract shall be severable and shall be construed and applied as if any
such invalid or unconstitutional section, subsection, provision, clause or word had not
been included herein, and the rights and obligations of the parties hereto shall be
construed and remain in force accordingly.

Section 7.10. Venue., All amounts due under this Contract, including, but not
limited to, payments due under this Contract or damages for the breach of this Contract,
shall be paid and be due in Denton County, Texas, which is the County in which the
principal administrative offices of the District are located. it is specifically agreed among
the parties to this Contrect that Denton County, Texas, is the place of pertormance of this
Contract; and in the event that any legal proceeding is brought to enforce this Contract or
eny provision hereof, the same shali be brought in Denton County, Texas.

IN WITNESS WHEREOF, the parties hereto acting under authority of their
respective governing bodies have caused this Contract to be duly executed in several
counterparts, each of which shall constitute an original, all as of the day and year first
above written, which is the Contract Date.

UPPER TRINITY REGIONAL WATER DISTRICT

By:
Blake L. nt, Board of Directors

ATTEST:
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Paul E Reese, Secretary

(DISTRICT SEAL)
APPROVED AS TO FORM AND LEGALITY;

John F. Boyle, Jr., | for the District

CITY OF CELINA

By: /(7/(1 %

OlenTong, Mayor “_~"
ATTEST:

Vicki Jackson, Secretary

APPROVED AS TO FORM AND LEGALITY:

Counsel for the City cAContrachAdd1-PariCelina
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Please Note:

This report was an initial
feasibility study. Significant
work to develop the Lake
Ralph Hall project has been
completed since this report.
Please refer to Part D - #61
of the TWDB-0148
application for more
information.




Proposed L ake Ralph Hall
Summary of Preliminary Feasibility Study
December 18, 2007

Purpose and Scope

This is a summary of a Preliminary Feasibility Study for the proposed Lake Ralph Hall
Project. This proposed lake isin Region C of the Texas Water Plan, located on the North
Sulphur River in southeastern Fannin County, Texas. Recognizing that this is a
preliminary study, all data, findings and conclusions are subject to change and
considerable refinement as further investigation, evaluations and anal yses are conducted.

On August 8, 2002, Upper Trinity Regional Water District (UTRWD) authorized Chiang,
Patel & Yerby, Inc. (CP&Y) to perform a preliminary feasibility study. The scope of the
study included a preliminary determination of:

e The quantity of water available from the proposed project.

e An assessment of the physical site conditions for potential development of a
water supply reservoir.

e A literature search to document any known environmental conditions that might
preclude development of a water supply reservoir.

e A literature search to document known cultural resource or archaeological
conditions that might preclude development of a water supply reservoir.

e An assessment of the raw water conveyance infrastructure required for the
UTRWND’s use of the project as areliable water supply source.

e A projection of the cost to develop Lake Ralph Hall as awater supply project.

Project Description

The site for proposed Lake Ralph Hall will encompass approximately 11,200 acres in
southeastern Fannin County. Figure 1 illustrates the general location within Fannin
County, and Figure 2 is a preliminary site map.

The proposed dam would be located on the North Sulphur River, approximately 1.8 miles
northeast of the town of Ladonia. The reservoir is expected to have a normal water
surface between 550 feet and 552 feet above mean sea level and, would store up to
200,000 acre-feet of water. The boundary of the lake site is expected to be established
near the 560-foot level.

Existing River Channel

The North Sulphur River was reportedly channelized during the 1920's and 1930’s in an
effort to protect farms lying near the river from flooding. Reportedly, the original
channel was approximately 20 feet wide and 10 feet deep.

A combination of factors - - the nature of the local soils, the removal of mature trees
along the bank, the elimination of the natural crooks and turns, and higher water

Dec. 18, 2007
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velocities - - have lead to continuous erosion of the constructed channel. This erosion has
progressed dramatically and dangerously, to the point that the channel nhow measures as
much as 80 feet deep and 200 or more feet wide. Figure 3 presents photographs of the
current channel conditions.

The channel continues to erode more every year - - causing significant and continued loss
of soil, habitat, and farm land; and resulting in damage to infrastructure and the
environment. Over the years, an estimated 100 acres of land has been eroded away from
the area adjacent to the main channel (not including numerous tributaries) of the North
Sulphur River within the proposed lake site. This erosion has transported an estimated 27
million cubic yards of earth downstream. At least three State Highway bridges have
recently been reconstructed or are being reconstructed because channel erosion has
undermined their foundations. The erosion has progressed beyond the main channel into
the tributaries. The upper reaches of these tributaries, where some valuable wetland areas
may still exist, are being eroded, jeopardizing these wetlands.

Left unchecked, the North Sulphur River channel will continue to erode, leaving the
channel wider and deeper with each passing flood. The erosion will continue to progress
upstream to the upper reaches of the tributaries, washing away valuable soil, productive
land, and any remaining quality wetlands. Construction of the proposed lake will help
mitigate the continued erosion of these upstream areas and preserve the soil, the
productive land and associated wetland areas.

Water Rightsand Yield Analysis

Water Rights - There are no recorded water rights on the North Sulphur River upstream
or downstream of the proposed Lake Ralph Hall. There are two recorded water rights on
the main stem of the Sulphur River downstream of its confluence with the North Sulphur
River in northeastern Hopkins County. The first, Certificate of Adjudication No 03-4804
held by TXU Generating Co., alocates 10,000 acre-feet per year from the Sulphur River
in Red River County. The second, Certificate of Adjudication No. 03-4836 held by the
City of Texarkana, authorizes the storage of 386,900 acre feet in Wright Patman Lake
and a total diversion of 180,000 acre-feet per year. Texarkana s permit also specifies
seasonal operating rules for Wright Patman Lake. These operating rules specify variable
monthly storage capacities, the merits of which may be reexamined by the reservoir
owner, U. S. Corps of Engineers. Combined, these two downstream water rights may
reduce the available yield of proposed Lake Ralph Hall by approximately 3200 acre-feet
per year.

Available Yield — Based on available maps and preliminary hydrology, the proposed
Lake Ralph Hall appears to have an available yield between 35,000 and 39,000 acre-feet
per year (31 to 35 million gallons per day). This yield reflects the impact of the noted
downstream water rights.
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Diversion Rates — The proposed reservoir will be operated as a part of a water supply
system that includes reservoirs in other drainage basins. Therefore, the quantity of water
diverted on an annual basis may exceed the available yield. Similarly, the instantaneous
diversion rate may exceed the annual diversion rate.

Consistency with Regional and State Water Planning

The proposed Lake Ralph Hall is listed as an “alternative water supply reservoir” in the
2000 Region C Water Plan.

Current Site Conditions

Current Land Use - Land use within the proposed site is 45 percent rangeland, 30
percent farmland and 25 percent wooded. The wooded area is characterized by second
growth trees such as cottonwoods. No native bottomland hardwoods forests have been
identified within the project area.

Existing Cemeteries - Seven cemeteries are known to exist near the proposed lake site;
however, none of these cemeteries are believed to be within the limits of the proposed
lake.

Existing State Highways and Roads - Approximately 7.6 miles of State Highways and
Farm to Market Roads lie within the proposed site. These State Highways and Roads
will be adjusted or relocated - - except for Farm Road 2990, which is proposed to be
abandoned. The function of this Road can be provided by other nearby State Highways
and Roads.

Existing County Roads - Approximately 9.5 miles of county roads lie within the
proposed site. As necessary, county roads would be relocated or adjusted to maintain
access to property served by the county roads.

Existing Utilities - There are no gas, oil or electrical transmission utilities within the
proposed lake site. Existing water, telephone and electrical distribution utilities located
with the proposed site would be relocated to maintain service to users.

Existing Structures and Residences - There are an estimated 38 existing structures
within the proposed site. These structures include houses, both abandoned and inhabited,
barns and other out buildings. There are an estimated 12 to 15 inhabited residences
within the site of the proposed lake.

Existing and Historic Oil and Gas Production - No known ongoing or historical oil
and gas production is within the proposed site - - or even within the lake’ s watershed.
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Existing Water Wells - There are no known registered water supply wells within the
proposed lake site. There are likely a number of unregistered water wells, either
producing or abandoned, located at various home sites within the proposed lake site.

Environmental Characteristics

Threatened and Endangered Species - While a number of federally and state protected
species (threatened and endangered species) are identified as potentially in Fannin
County, no documented critical habitat for these species was found within the proposed
lake site.

Contaminated Sites - There are no recorded contaminated sites within the proposed lake
site.

Jurisdictional Waters and Wetlands - Various types of jurisdictional waters, including
stream channels, wetlands and ponds, potentially lie within the proposed lake site.
Additional field work will be required to definitively classify and quantify the impacts
the proposed lake may have on such jurisdictional waters. Some of the impacts may, in
fact, be of significant benefit to the environment, such as arresting the historic and
incessant erosion of the main stream channel and its many tributaries. The National
Wetland Inventory Maps, published by the US Department of Interior, lists atotal of 351
acres of potential wetlands within the site. Also, there are approximately 116 miles of
stream channels within the site. These values are based on aerial photographic surveys
and require field surveysto validate. Because of continual erosion and other land altering
activities, the actual quantities may be less than that indicated on the published maps.

Mitigation - Federal law requires that the loss of jurisdictional waters and critical habitat
be mitigated by setting aside alternative environmental assets. The amount and type of
mitigation required is dependent on the type, quality and uniqueness of the environmental
asset being lost. In the case of Lake Ralph Hall, the initial surveys indicate a nominal
amount of what appears to be low quality environmental assets; but, further study is
required. Additionally, the construction of the lake will protect and improve the quality
of certain environmental assets. Therefore, the amount of mitigation is anticipated to be
minimal, and it may be possible to self mitigate most of what is needed on the project
site.

Environmental Coordination. As part of the preliminary feasibility study, a field trip
was conducted with environmental specialists to gain initial insights. Discussions with
these and other environmental specialists are expected to continue during the following
phases.
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Cultural Resources and Archaeological Characteristics

No historical or archaeological sites are recorded within the proposed lake site.
However, numbers of prehistoric artifacts and fossils are commonly recovered by artifact
collectors in the eroded channel of the North Sulphur River, both downstream of and
within the proposed site. The presence of these artifacts is indicative of the possibility
that archaeological sites exist within the proposed lake site. A more detailed field study
will be required to determine if such sites exist - - and, if so, to quantify the significance
of each site. However, the mere presence of an archaeological site would not necessarily
preclude construction of the proposed reservoir; dependent on the nature and extent of the
asset and what is required to protect or preserve the asset.

Raw Supply Water Infrastructure

The proposed lake is strategically located close to existing raw water transmission
facilities owned and operated by the City of Irving, being used jointly by Irving and
UTRWD to transport water from Chapman Lake to Lewisville Lake. Figure 4 illustrates
the location of the proposed lake and the existing facilities. The proposed lake is
approximately 33 miles northeast of the system's storage balancing reservoir in
northwestern Hunt County. UTRWD currently draws its raw water out of Lewisville
Lake for its water treatment plant and is planning a second water treatment plant to take
water directly out of the transmission line. The Chapman Lake Raw Water System was
designed with approximately 40 mgd of extra capacity. This extra capacity would be
available to convey water from the proposed lake for UTRWD (and Irving).

The infrastructure required to convey water from Lake Ralph Hall to UTRWD’ s facilities
would include an intake structure and a raw water pump station at the lake, and a 33-mile
long, 60 — inch diameter pipeline to the storage balancing reservoir in northwestern Hunt
County.

Cost Projections

The projected costs of the proposed Lake Ralph Hall and related raw water infrastructure
are

See attached Cost Projections
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Conclusions and Recommendations

The preliminary feasibility study for the proposed Lake Ralph Hall Project discovered no
fatal flaws that would prevent development of the project. The unit cost is comparable to
the cost of other potential water supply projects that may be pursued by UTRWD.
Further, this source of water can be developed more quickly than other known sources.

It is recommended that UTRWD proceed with detailed environmental, hydrology and
engineering studies, leading to preparation of a water rights application for proposed
Lake Ralph Hall.

Project Development Schedule

It is expected to require eight years to conduct the detailed studies, prepare the
application, to obtain various permit approvals and to design the proposed Lake Ralph
Hall Project. A schedule of the activities required to complete development of the project
isillustrated on Figure 5. Asindicated, most of the time required is related to conducting
more detailed studies required for such an application and gaining approvals for the
necessary water rights and environmental permits.
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Ralph Hall Lake and Reuse for UTRWD

Revised December 18, 2007

Probable Owner:
Quantity:

UTRWD

32,940 Ac-Ft/Yr from Ralph Hall

17,800 Ac-Ft./Yr from Reuse (60% treturn flows on 29.600 Ac-Ft/Yr delivered)

Peak: 36.7 MOD

CONSTRUCTION COSTS
Dam, Reservoir and Conflicts
Size
Mobilization and Demobilization
Stormwater Prevention
Cleaning & Grubbing
Roadways
Bridges
Utility Relocations
Embankment Random Fill
Embankment Core
Principal Spilh.vay Reinf. Conc.
Emergency Spillway Reinf. Conc.
Rock Riprap
Miscellaneous Relocations
Care of Water
Engineering and Contingencies (35%)
Subtotal for Dam, Reservoir and Conflicts

TRANSMISSION FACILITIES

Pipeline Size
Pipeline to Balancing 48 in.
Right of Way Easements 30 ft.
Engineering and Contingencies (30%)
Subtotal of Pipeline

Intake Pump Station

Pump Station 2400 HP

Engineering and Contingencies (35%)
Subtotal of Pump Station

CONSTRUCTION TOTAL
Table R-52, continued

Land Acquisition and Mitigation
Interest During Construction (30

months)
TOTAL COST

(1.25:1 peak)

Quantity  Unit

1 LS

1 LS

450 AC
23,800 1.1
13.080 11
53,500 ES

2447520 CY
1928515  CY

36,835 CY
38,170 CY
215,000 SY
1 LS

I LS

Quantity  Unit

158,400 LF
109 Ac
1 LS

Unit Price
$5,100,000
$912,900
$2,100
$215
$1,435
$80
$3.00
$4.00
$275
$275
$100
$2,000,000
$201,000

Unit Price
$176
$3,000

$5,060,000

Cost
$5,100,000
$913,000
$945,000
$5,117,000
$18,770,000
$4,280,000
$7,343,000
$7,714,000
$10,130,000
$10,497,000
$21,500,000
$2,000,000
$201,000
$33,079,000
$127,589,000

Cost
$27,878,000
$327,000
$8,363,000
$36,568,000

$5,060,000
$1,771,000
$6,831,000

$170,988,000

$22,781,000

$17,384,000

$211,153,000
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FIGURE 5
LAKE RALPH HALL
SCHEDULE OF ACTIVITIES
REVISED DECEMBER 18, 2007

Water Rights Application

e Submitted - September, 2003

e Administratively Complete - August, 2004

e Public Meetings - March, 2006

e Technical Review (anticipated complete.) - January, 2010
e Issue Final Permit (anticipated) - February, 2010

Section 404 Permit

e Submitted - November, 2006

e Technical & Administrative Review (anticipated complete) - August, 2008
e Public Notice (anticipated) - August 2008

e Issue Permit (anticipated) - June, 2009

Right-of-way Acquisition — Thirty months (concurrent to design)

Design — Twenty-four months

Construction — Forty-eight months

Commissioning — Twenty-four months

In-Service — Between 2018 & 2022
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Census Tract County Census Tract County Census Tract County
99 Dallas 201.10 Denton 216.05 Denton
100 Dallas 201.11 Denton 216.06 Denton
141.03 Dallas 201.12 Denton 216.10 Denton
141.13 Dallas 201.13 Denton 216.17 Denton
141.14 Dallas 201.14 Denton 216.18 Denton
141.15 Dallas 201.15 Denton 216.19 Denton
141.16 Dallas 202.01 Denton 216.20 Denton
141.24 Dallas 202.02 Denton 216.21 Denton
141.27 Dallas 202.03 Denton 216.22 Denton
141.28 Dallas 202.04 Denton 216.23 Denton
141.29 Dallas 202.05 Denton 216.24 Denton
141.30 Dallas 203.01 Denton 216.29 Denton
141.31 Dallas 203.03 Denton 217.03 Denton
141.32 Dallas 203.04 Denton 217.05 Denton
141.33 Dallas 203.05 Denton 217.07 Denton
141.36 Dallas 203.07 Denton 217.09 Denton
141.37 Dallas 203.09 Denton 217.10 Denton
141.38 Dallas 203.10 Denton 217.11 Denton
142.03 Dallas 204.01 Denton 217.12 Denton
142.04 Dallas 204.02 Denton 217.13 Denton
142.05 Dallas 204.03 Denton 217.14 Denton
142.06 Dallas 205.01 Denton 217.15 Denton
143.02 Dallas 205.02 Denton 217.16 Denton
143.06 Dallas 205.03 Denton 217.17 Denton
143.07 Dallas 205.04 Denton 217.18 Denton
143.08 Dallas 205.05 Denton 217.19 Denton
143.09 Dallas 205.06 Denton 217.20 Denton
143.10 Dallas 206.01 Denton 217.21 Denton
143.11 Dallas 206.02 Denton 217.22 Denton
143.12 Dallas 207 Denton 217.23 Denton
144.03 Dallas 208 Denton 217.24 Denton
144.05 Dallas 209 Denton 217.25 Denton
144.06 Dallas 210 Denton 217.26 Denton
144.07 Dallas 211 Denton 217.27 Denton
144.08 Dallas 212 Denton 217.28 Denton
145.01 Dallas 212.01 Denton 217.29 Denton
145.02 Dallas 212.02 Denton 217.30 Denton
146.01 Dallas 213.01 Denton 217.31 Denton
146.02 Dallas 213.02 Denton 217.32 Denton
146.03 Dallas 213.03 Denton 217.33 Denton
147.01 Dallas 213.04 Denton 217.34 Denton
147.02 Dallas 213.05 Denton 217.35 Denton
147.03 Dallas 214.01 Denton 217.36 Denton
149.01 Dallas 214.02 Denton 217.37 Denton
149.02 Dallas 214.03 Denton 217.38 Denton

150 Dallas 214.04 Denton 217.39 Denton

151 Dallas 214.05 Denton 217.40 Denton

152.02 Dallas 214.06 Denton 217.41 Denton
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152.04 Dallas 214.07 Denton 217.42 Denton
152.05 Dallas 214.08 Denton 217.43 Denton
152.06 Dallas 214.09 Denton 217.44 Denton
153.03 Dallas 215.02 Denton 217.45 Denton
153.04 Dallas 215.04 Denton 217.46 Denton
153.05 Dallas 215.05 Denton 217.47 Denton
153.06 Dallas 215.06 Denton 217.48 Denton
201 Dallas 215.08 Denton 217.49 Denton
9800 Dallas 215.09 Denton 217.50 Denton
201.01 Denton 215.10 Denton 217.51 Denton
201.02 Denton 215.11 Denton 217.52 Denton
201.03 Denton 215.12 Denton 217.53 Denton
201.04 Denton 215.13 Denton 303.04 Collin
201.05 Denton 215.14 Denton 303.05 Collin

201.06 Denton 215.17 Denton 303.03 Collin
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TWDB-1201
Revised 11/22/2010

Part D - #60
PROJECT BUDGET - Entity Name: Upper Trinity Regional Water District - LRH
TWDB Funds TWDB Funds TWDB Funds Total TWDB
Uses Series 1 Series 2 Series 3 Cost Other Funds Total Cost
Construction
Construction $0 $0 $0 $0 $0 $0
Subtotal Construction $0 $0 $0 $0 $0 $0
Basic Engineering Fees
Planning & Permitting $757,520 $0 $0 $757,520 $757,520
Design $11,775,516 $6,141,647 $4,010,714 $21,927,877 $0 $21,927,877
Construction Engineering $0 $0 $0 $0 $0 $0
Basic Engineering Other
* $0 $0 $0 $0 $0 $0
Subtotal Basic Engineering
Fees $12,533,036 $6,141,647 $4,010,714 $22,685,397 $0 $22,685,397
Special Services
Application $0 $0 $0 $0 $0 $0
Environmental $297,206 $528,366 $165,114 $990,686 $0 $990,686
Water Conservation Plan $0 $0 $0 $0 $0 $0
I/ Studies/Sewer $0 $0 $0 $0 $0 $0
Surveying $44,780 $111,949 $126,876 $283,605 $0 $283,605
Geotechnical $153,896 $33,647 $16,823 $204,366 $0 $204,366
Testing $0 $0 $0 $0 $0 $0
Permits $0 $0 $0 $0 $0 $0
Inspection $0 $0 $0 $0 $0 $0
0&M Manual $0 $0 $0 $0 $0 $0
Project Management (by
engineer) $0 $0 $0 $0 $0 $0
Pilot Testing $115,422 $25,235 $12,617 $153,275 $0 $153,275
Water Distribution $0 $0 $0 $0 $0 $0
Special Services Other
* $0 $0 $0 $0 $0 $0
Subtotal Special Services $611,304 $699,197 $321,431 $1,631,931 $0 $1,631,931
Other
Administration $1,165,940 $600,000 $350,000 $2,115,940 $0 $2,115,940
Land/Easements $15,565,000 $0 $0 $15,565,000 $0 $15,565,000
Water Rights Purchase (If
Applicable) $0 $0 $0 $0 $0 $0
Capacity Buy-In (If
Applicable) $0 $0 $0 $0 $0 $0
Project Legal Expenses $227,273 $0 $0 $227,273 $0 $227,273
Other ** $0 $0 $0 $0 $0 $0
Subtotal Other Services $16,958,213 $600,000 $350,000 $17,908,213 $0 $17,908,213
Fiscal Services
Financial Advisor $0 $0 $0 $0 $0 $0
Bond Counsel $0 $0 $0 $0 $0 $0
Issuance Cost $0 $0 $0 $0 $0 $0
Bond Insurance/Surety $0 $0 $0 $0 $0 $0
Fiscal/Legal $0 $0 $0 $0 $0 $0
Capitalized Interest $0 $0 $0 $0 $0 $0
Bond Reserve Fund $0 $0 $0 $0 $0 $0
Loan Origination Fee $0 $0 $0 $0 $0 $0
Other ** $0 $0 $0 $0 $0 $0
Subtotal Fiscal Services $0 $0 $0 $0 $0 $0
Contingency
Contingency $1,337,161 $684,084 $433,214 $2,454,460 $0 $2,454,460
Subtotal Contingency $1,337,161 $684,084 $433,214 $2,454,460 $0 $2,454,460
TOTAL COSTS $31,439,714 $8,124,928 $5,115,359 $44,680,000 $0 $44,680,000
Other ** description must be entered
+ For Planning applications under the EDAP Program, please break down Planning costs as follows:
Category A 0
Category B 0
Category C 0
Category D 0
Total Planning Costs 0 0 0
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Lake Ralph Hall Fannin
SWIFT 30 YR Deferred / X c
Board Participation $44,680,000 30/34 years

See Attachment A (Project Description) and Attachment B (Project Map)

X X
2020 2030 2040 2050 2060
2014
Population
Projection 202,939 350,883 473,401 607,690 751,870 846,974
(RCWPG 2011)
2060 846,974
X
4E.44 - 2011 Reg. C Water Plan
X
X
34,050
See Attachment C See Attachment C See Attachment C See Attachment C

UTRWD does not use any groundwater supplies. A limited number of its wholesale customers currently supplement their
demands with groundwater from the Trinity Aquifer, but are programmed to rely totally on surface water in the future.

See Attachment C See Attachment C See Attachment C See Attachment C

N/A N/A N/A N/A

Edward M. Motley, PE, BCEE

CH2M Hill, Vice President 972-663-2237 edward.motley@ch2m.com

Larry N. Patterson 972-219-1228 Ipatterson@utrwd.com
UTRWD, Deputy Executive Director



mailto:edward.motley@ch2m.com
mailto:lpatterson@utrwd.com

Attachment A
Project Description

Lake Ralph Hall is being proposed on the North Sulphur River in the Sulphur River
Basin in Fannin County, Texas by Upper Trinity Regional Water District (the District)
for the primary purpose of creating and developing a municipal water supply reservoir.
Water from the project is to be used to meet future water demands within that portion of
Fannin County that lies in the Sulphur River Basin and within the service area of the
District in the Trinity River Basin. The proposed lake project boundary is approximately
12,000 acres and once developed would provide a firm yield of about 30 mgd. The
current estimated cost of the Lake Ralph Hall project is approximately $370 million.

In 2002, the District initiated engineering and planning studies necessary to support the
Water Rights Permit application and to document existing project site conditions. A
series of technical studies were prepared and submitted to the TCEQ for review. On
August 13, 2004, the TCEQ deemed the Water Rights Permit application administratively
complete. In March 2006, public meetings were conducted by the TCEQ in Fannin and
Denton Counties. On December 11, 2013 the TCEQ granted Permit #5821 to the District
for Lake Ralph Hall.

In 2006, the District submitted an application for a Section 404 permit from the U.S.
Army Corps of Engineers (USACE). A public was held in April of 2008 and in August of
2008 the USACE made the determination that an Environment Impact Statement (EIS)
will be required for the project. The Draft EIS is expected by the end of 2015.

This SWIFT Funding request of approximately $45 million will alow the District to
finalize the permitting with the USACE and begin preliminary design of the
dam/spillway, roads, bridge, utilities, pump station/outlet works, raw water pipeline, and
mitigation which is estimated to take approximately three years. In addition, this funding
request will allow the District to continue purchasing land for the project.

Additional future funding requests are anticipated for detailed design and construction of
Lake Ralph Hall and the associated pipeline and pumping facilities needed to connect to
the District’s existing water system. State Participation is essential for the District to
achieve its Water Management Strategies identified in the State Water Plan.
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Attachment C
Upper Trinity Regional Water District
Existing Water Supplies

Water Supply Contract — City of Dallas
e Termsof Agreement
0 Source(s): Lewisville Lake or Ray Roberts Lake
0 Source Counties: Denton, Cooke & Grayson
0 Annua Amount Used (Projected):
= 39,126 AcFt/Yrin 2020
= 46,718 AcFt/Yrin 2030
= 48,978 AcFt/Yr in 2040
e City of Dallas Certificates of Adjudication
0 LewisvilleLake
= CA 08-2456D
0 Ray Roberts Lake
= CA 08-2455A

Water Supply Contract — City of Commerce
e Termsof Agreement
0 Source(s): Chapman Lake (Cooper Lake)
0 Source Counties: Delta & Hopkins
o Contract Amount = 16,106 AcFt/Yr
e Sulphur River Municipal Water District Certificate of Adjudication
0 Chapman Lake (Cooper Lake)
= CA 03-4797A

Water Reuse Permit

e Permit Number — 5778
0 Source: Chapman Lake Return Flows
0 Source Counties: Denton
0 Permit Amount — 9,664 AcFt/Yr

Water Supply Permit — Upper Trinity Regional Water District
e Permit Number — 5821

0 Source: Lake Raph Hal

0 Source County: Fannin

0 Maximum Annual Diversion — 45,000 AcFt/Yr
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WRD-208A
12-01-2008

STATE OF TFXAS
COUNTY OF FANNIN §
SURFACE WATER
AFFIDAVIT

Before me, the undersigned notary, on this day personally appeared Thomas E. Taylor, a

person whose identity is known to me. After I administered an oath to him/her, upon his/her oath
he/she said:

1 [ am over 18 years of age, of sound mind, and capable of making this affidavit. The facts
stated in this affidavit are within my personal knowledge and are true and correct.

2. I am an authorized representative of _Upper Trinity Regional Water District, an entity that
has filed an application for financial assistance with the Texas Water Development Board
for a project that proposes the development of a new surface water supply source.

3 Does the applicant possess a Certificate of Adjudication and/or Water
Rights Permit(s) issued by the Texas Commission of Envirenmental
Quality or a predecessor agency authorizing the appropriation and use
of surface water needed for the Project?
Yes X No

Please attach a copy of the Certificate(s) of Adjudication and
Water Rights Permit(s).

Item attached: Yes No []

4 Does the applicant have the contractual right 10 use the surface water
from an entity that enjoys the right to appropriate and use the surface water
needed for the project?
Yes No X

Please attach a copy of any draft or executed water supply contract,
lease or other legal instrument providing contractual authorization to
use the surface water needed for the Project.



WRD-208A
12-01-2008

Item attached: Yes [ ] Ne X

Please identify the Certificate of Adjudication(s) and Water Rights
Permit(s) possessed by the wholesale water provider pursuant to
which the contract, lease or other legal instrument has been or will

be executed.

Certificate of Adjudications:

Item attached: Yes [ | No X
Water Rights Permit{s):
Ytem attached: Yes [ | No [X

Signed the @ qu of z%ld_mf

Name /

Title
"
Sworn to and subscribed before me by 7754?{&5“ E_TAYLOR. on Alay 20

20 /5.

i

Notary Public in and for the State of Texas

My Commission expires: f 20/7
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STATE OF TEXAS

COUNTY OF FANNIN

£b-101
Revised 11/1/2011

un un un

SITE CERTIFICATE

Before me, the undersigned notary, on this day personally appeared Thomas E. Taylot, a person

whose identity is known to me or who has presented to me a satisfactory proof of identity. After i
administered an oath, this person swore to the following:

(1

(2)

My name is Thomas E. Taylor. I am over 18 years of age and I am of sound mind, and capable of
swearing to the facts contained in this Site Certificate. The facts stated in this certificate are within
my personal knowledge and are true and correet.

I am an authorized representative of the Upper Trinity Regional Water District, an cntity that has
filed an application for finaneial assistance with the Texas Water Development Board for a (water)

(wastewater) projeet,

LEGAL CERTIFICATION - OWNERSHIP INTEREST

This is to certify that the Upper Trinity Regional Water District

has acquired or is in the process of acquiring the necessary real property interest, as evidenced by
fee simple purchase or fully executed money contraets, firm option agreements to purchase the
subject property or the initiation of eminent domain procedures, that such acquisition will guarantee
access and egress and such interest will contain the necessary casemcnts, rights of way or
unrestricted use as is required for the project being financed by the Texas Water Development
Board. The legal deseription is referenced below:

The land required for the Lake Ralph Hall project is comprised of approximately 12,000 acres in
southeast Fannin County, Texas.

Any deeds or other instruments required to be recorded to protect the title(s) held by the
Upper Trinity Regional Water District will be recorded in the County deed records or other required
location

To date approximately 5,000 acres of fand for the project have been purchased from willing sellers.
The deeds for these properties have been recorded in the Fannin County deed records or other
required focation .



ED-101
Revised 11/31/2041

LEGAL CERTIFICATION — LEASE/CONTRACT

In the altemative, | certify that /(///ﬂ

has executed a written lease or other contractual agreement to use the property needed for this
(water) (wastewater) project that extends through the life of the Texas Water Development
Board loan or grant that will be used to finance this project, either in whole or in part. A copy of this
lease agreement is attached hereto.

* THIS SECTION IS NOT APPLICABLE TO THE LAKE RALPH HALL PROJECT

LEGAL CERTIFICATION - PROPERTY EASEMENT

In the alternative, I cortify that the Upper Trinitv Regional Water District

has executedtn express easement to use the property needed for this (water) {wastewater) project
that extends through 30/34 vears, the life of the Texas Water Development Board loan or grant that
will he used to finance this project, either in whole or in part. A copy of the express easement
agreement is atfached hereto.

'*Propeﬂy easements will be required for a raw water pipeline corridor extending from Lake Ralph
Hall and connecting to an existing pipeline system in Collin County, Texas. Further design is
required to determine the necessary easements for the project.

EXECUTED this j&g'day of m?dﬂis.

{Signature}

L] —

Thomas E. Tavior
(Print Name)

Executive Director

Sworn to and subscribed before me byw on /?Z&fzgg, 2015.
MY COMMISSION EXPIRES é@nd’; F/ N%gﬁr;

Seplomber 8, 2018 Notary Public in and for the State of Texas

My commission expires: Wf 20/%
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DEPARTMENT OF THE ARMY
FORT WORTH DISTRICT, CORPS OF ENGINEERS
P.O. BOX 17300 NOV 25 2008
FORT WORTH, TEXAS T6102-0300

REPLY TS
ATTENTION OF! November 24, 2008

Planning, Environmental, and Regulatory Division
Regulatory Branch

-
W

SURJECT: Project Number SWEF-2003-00336, Proposed Lake Raiph Hall

Mr. Larry Patterson, P.E.

Director of Operations and Water Resources
Upper Trinity Regional Water District

900 N, Kealy Street

P.O. Drawer 305

Lewisville, Texas 75067

Dear Mr, Patterson:

As you know, the 11.5. Army Corps of Engineers (USACE) has worked with you and
Michael Baker, Jr., Inc., in developing a scope of work fora Draft Environmental rapact
Statement {DRIS) for the proposed Lake Ralph Hall project in Farnmnin County, Texas. The
USACE is hereby submitting the final scope of work for the DEIS (sce enclosed).

We look forward to working with you and Michael Baker Jr., Inc., on the preparation of the

DEIS. If you bave any questions concerning this matter, please contact Ms. Mary Flores at the
address above of telephone (817) 886-1739

Sincerely,

P

é‘;o'ephen L Brooks
Chief, Regulatory Branch

Enclosure



Copy Furnished with Enclosure:

Mr. Bdward M., Motley
CH2MHEi

12377 Merit Drive, Suite 100
Dallas, Texas 75251

Mr. Timothy Smith
Senior Project Manager
Michael Baker Jr., Inc.
7700 Chevy Chase Drive
Austin, Texas 787352



1.5, ARMY CORPS OF ENGINEERS ~ FORT WORTH DISTRICT
PLANNING, ENVIRONMENTAL AND REGULATORY DIVISION - REGULATORY BRANCH
PROJECT NO.: 200300336
LADONIA, FANNIN COUNTY, TEXAS
LAKE RALPH HALL: DRAFT ENVIRONMENTAL IMPACT STATEMENT
SCOPE OF WORK

GENERAL DESCRIPTION:

The project consists of environmental and englneering studies fo be used in the production of a Draft

Environmental Impact Statement {DEIS) that can be reloased to interesied parties, ihe general public,

and various Federal, State, and local agencies. The studies will include those deemed necessary by

cally and jegally defensible DEIS document as

es presented in the DEIS will be conducted with

science and summarized In a clear, logical, and

3, clear, and io the point and will be supported by

evidence that USACE — Fori Worth has made the necessary environmental analyses [40 CFR

§1600.2(b)}. Similarly, the DEIS will be analytic rather than encyclopedic discussing oniy briefly issues

other than significant ones [40 CFR §1500.4(b~¢c)}. Finally the DEIS will provide full and fair disclosurs of

significant environmental Impacts and will inform USACE ~ Fort Worth and the public of the reascnable

alternatives which would avold, or minimlze adverse impacis or enhance the quality of the human
snvirenment [40 CER §1802.1].

I "Conptracior’ will be responsible for providing labor,
, for Environmental and Engineering Studles and third-
; the Task Descriptions section of the Scope of Work,
. Ce niractor assumes that sl data, analyses, technical
red to prepare the DEIS shall be provided by UTRWD and/or USAGCE - Fort Worth.
data or the completion of technical analyses beyond those specifically idenilfied In
section of tHis Scope of Work would be considered out of scope and would reqtsire
a contract modification,

oper experience in performing such
aetor will prepare the DEIS using an
natural and social sciences, and the
ks and gsubmit the Deliverables as a
part of this Statement of Work,

TASK DESCRIPTIONS:

Task 4. Introduction and Purpose and Need:

A) The Confractor will prepare an introduction that describes Upper Trinity Reglonal Water Districls
(UTRWD) proposed Lake Ralph Hall (LRH) project. The Introduction will illustrate the location of
the proposed project, identify the permits raqulred for the proposed LRH project, and will provide
an overview of the contents of the DEIS.

B) The Contractor will provide an overview of
axisting reservoirs in Fannln County near La

€) The Contractor will
primanily on inform
describe the basls
user group. The Contractor will summarize
and demographics as they relate to the pro
techniques and assumpiions utiized in
projections and reach conclusions as io the

11/24/2008 Page lof &



the

on{
The
EIS,
generally following the outiine below:
i} Applicant's Statement of Need for the Project.
{1} UTRWD
{2} LRH Background,
) Overview of Waler Supplies and Demand.
(1) Sources and yleids of current water supply; and
{2} Service areas and current waler use.
§) Water Demand.
(1) Historical and Current Popuigtion growth;
{2) Historical water requirsments; and
{3) Conservation In place.
W) Fuliwre W
{1) Popu reasonableness
{2} Wale and reasonahbiengss
{3}
v} Co
{1
Copper
Hills), D
Creek),
Town of Double Oak, Town of Flow
Villaga, City of Justin, Gity of Krum,
Park, Mustang SUD, City of Qak Pol
Shores. UTRWED will confirm the Hist of participanis.
(2) Overall comparison of Demand and supply
v} Neadfor UT r supply to meet Future Demand.
{1} Relation
D) Aspartofthein relevant Authorizing Actions including a
brief discussion permit appiication, 401 water quality
cartification, USACEs 404{b)(1} alternalives other environmental permits, and other

requirements and approvals required for the proposed LRH to proceed.
E} The Contractor will describe the organlzation of the DEIS indicating compliance with 40 CFR
. 4500-1508 and USACE's requirements 33 CFR 325 Appentix B.

Task 2. Aiternatives including the Proposad Action:

A) The Contractor will rigorously explore and abjectively ev
those alternatives sliminated from datailed study brielly
The Contractor will conduct a workshop with USACE —
eas
i _The DEIS will discuss the three actions available to
USACE - Fort Wortle

it
It witts special condltions; or
it.

{1} The Contractor wiii clearly descr
the individual Section 404 permit
its customers,

1112472008 Page 20f9



{2) The Coniractor will conduct a workshop with UTRWD and USACE o accuretely define
the No Action atternative,
{3) The Contractor will identify the environmental, social, and economic consequences of

DEIS will document UTRWD's consideration of

D. The Contractor will assess environmental
Task 3.
D with modifications, UTRWD wiil provide the

considerations and analyses,
reasonzbie alternatives requl
will provide studies for these

inTask 3.
{3) Developing of Acquiring Other Water Supply Sources. The Contractor wil provide a
generalized discussion of the environmental impacts of this alternative, Please note, that
based on information received to date it Is unlikely that this alternative will be carried

iv} . The DEIS will describe
amentat impacts of this
altemative as detalied in Task 3.
{1} inciude discussion on construction and operetion, inciuding borrow sites.  UTRWD will
identify borrow site locations as part of this alternative;
(2) Discuss the impoundment, transfer pipeline, Intake facility, and required road relocatlons
that are included in UTRWD's proposed |
vy The DEIS wil document
environmental impacis of
the proposed LRH projech.

B) -

from the incremenial impact of the propose
agency {federal or non-federal) or

ve affected resources that would be

#} The Contractor will identify relevant pr affecting resources that would be

affected by the proposed LRH project,

Hl} i Kentify sable (e, not speculative) future
affect reso by the proposed LRH project, Itis
that CEQ ure actions can be excluded from
analysis i 1} Is outside the geographic or temporal boundaries

established for the cumulative effects analysis; 2) will not affect resources that are the subject

1 CEQL January 1007, Considering Cumulative Effects Under the National Brvironmental Policy Act

sNEPA). Executive Office of the President, Washington, B.C. )
CEQ 2005, Memorandum: Guidance on the Consideration of Past Actions in Cumulative Effects

Analysis. Executive Office of the President, Washington, B.C.

3 CEQL January 1997, Considering Cumulative Effects Under the National Frivironmental Policy Act

{NEPA). Executive Office of the President, Washington, B.C.

1172412008 Page 30f9



of the cumulative effecis analysis; or 3) including the action would be arbitrary. Reasonably
foreseenble future actions include Lake Marvin Nichols, Bois d'Arc Reservolr, Parkhouse |
and Parkhouse il, and other reasonably foreseeable aclions planned within the Sulphur River
Basin, The Contracior will develop & list of other future actions. The Contractor will

coordinate with ea prajects proponents to collect data regarding the size,
scope, and timing i as any anticipated environmental impacts assoclated
with the actions to helow in Task 3.

Task 3. Affected Environment and Environmental Consedquences:

A)

The Contractor will succinctly describe In the DEIS the environment of the area to be affactad by

the alternatives under consideraton. UTRWD wili provide any data deemed necessary by

USACE - Forl Worth to describe the bassline environmental conditions and affected environment

LIy otherwise In |-x

ne he effects of the

15 in the DEIS wii

with loss nportant material summarized,

describe the environment that would be

Task 2, A, fiand Task 2, A, iil, 1 and 2 an

attributed to these alternatives for each resource. The Contractor will also document monitoring

and mitigation measures and residusl effects (le. those effects remalring after avoldance,

minimization, and compensation are implemented). The Contractor wilii analyze impacts {o the

foliowing resources in the DEIS:

B Discuss topography, provide an overview of the area's
| for mineral resources with emphasis on oit and gas

© Seewald Energy Company for EDCON-PRJ, a Houstor-based energy company and discuss
the report in the DEIS as appropriate, The Contractor will review lease applications and other
pertinent information received by the United States Forest Service {USF8) reiated to natural
gasioll resources within or adjacent to the proposed £ RM project {l.e. Caddo National
Grasstands Ladonia Unit).

i} Weater Resources. ic setting, water rescurce-related reguiations,
private wells, water r, surface water {including floodplains), Waters
of e U8, Inciuding he State. Include evidence of USACE - For{

Werth's Jurisdictional Determination to address documented concerns related to wetland
impacts, UTRWD will! provide the Contractor and USACE ~ Fort Worth additional Information
regarding wetlands and Waters of the U.S. that could ocour within the proposed transfer
plpeline alignments. The information will be sufficient for USACE ~ Fort Worth io make a
Jurisdictional Determination for wetlands and Waters of the U.S. within or adjacent fo the

transfer pi W
Waorth info gl
potertially e
raview dat cit on Environmeniat Quality (TCEQ) relating to water
quality within the project area, e implications of the North
Sulphur River's incluslon on th coordinate with TCEQ as
necassary. The Contractor will Worth to identify additlonal

onments potentially affected

collect samples and assess

SACE — Fort Worth and Confractor direction. The

Contractor will use the information ovided by UTRWD to document baseline aguatlc
conditions,

i) Solls. The Contractor wiit identity nalive solls, prime, unique, and statewide and locaily

important farmiands, and soil productivity, The Contractor will rate the siternatives through
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)

v}

vil)

11/24/2008

coordination with the local Natural Resources Conservation Service field office using us
Depariment of Agriculture’s Farmiand Conversion impact Rating form AD-1006 {03/02).
UTRWD will provide the Contractor with all reler ant soils nformation for Fannin County
Vegetation. Vegetation types, attributes, speclal status species and specles of special
concem, and weeds and invasive species will be discussed. Vegetative cover types wiit be
ovaluated and discussed using the TPWD's Wiidiife Habitat Appraisal Procedure {(WHAP),
The Contractor wlif coordinate with USACE -~ Fort Worth to determine the number and
locations of additional sampling locations needed to document basgline environmerdai
congitions. The Coniractor wili attend an on

USACE ~ Fort Worth, UTRWD and Resou

mestling attendees a map of proposed sampl

sampling methods and data coliection and

Protocol Review Meeting, UTRWD will con

additional sampling. UTRWD will conduct ad

from the new points. UTRWD will provide a comprehensive WHAP analysls of areas
potentlally affected by the alternatives and areas proposed for mitigation, The principal
Issues and therefore aroas which will receive emphasis agsociated with veg

nclude bottomland hardwood forast species, riparian species, and nally

UTRWD will provide the vegetative sampling locations for all of the WHAP

addition to information provided in the December 2005 Preliminary Habltat Assessment,
UTRWD will provide location, acreages, species accurrence lists, photographs, and a wildlife
habitat evaluation for native grasslands, fipa‘lan areas, and remnant bottomiand hardwood
forests for each alternatlve evaluated in detait.

information collected by UTRWD during futur
sontolio | Resources. The LRH proje

and exte resources. _

{1} The USACE -~ Fort Worth with a workshop to be heid with the Dallas
Pale The intert of the workshop |s to sdlicit input from the Dalias
Pale in terms of the proposed projsct's impacts and potential

he considered o reduce Impacts.
he Contractor will provide a summary of the prehistoric background,
ural resources identified within the permit area, and ethnography and

. ethnohistory based solely on UTRWD's Cultural Resources Survey Report, In addition to the

archeological surveys that have been previ
of Pedestrian-level archevlogical surveys
Contractor wilt complete a Reconnalssanc
proposed LRH project's aréa of potent
with the Texas Historleal Commission (
DES. The survey will include the following:

{1} Through consultation with the State H Office {SHPQ), determing an
APE and study area for the proposed L

{2) Deveiop a2 Research Design that of Merature review results,
Including known historic resources a i involvement as it relates to

cuiltural resources;

{3) Conduct 2 reconnaissance level survey conforming o the methods conteined in the
research design;

{4) Document according to 36 CFR 60 each resource that Is 50 years old at the time of the
construction contract jetting.
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{5} Photo document each resource and Inventory ali resaurces using the unique 10 number,
location, property type, stylistic influences, construction date, and comments on integrty
and National Register {NR} eligibility.

{6}

M

siigibility.
(8) Send the report fo the SHPO and address any SHPO comments on the report,

vill) Alr Quality. The Contractor will provide a aualliative discussion of the general climatic

setting, regional air quality, construction effect

i} The
site.
and
recraational resources i any. The Con
opportunities in Fannin County and the surrolnding area, and the recreational amenities
proposed by UTRWD for each alternative evaluated in detail. The Contractor will obtain and
consider lake level fuctuations In these discussions. The Contractor will assess the market
. for lake amenities by type of recreational activity, and project he quality of new recreational
resources, nunber of day visltors and second homes. -

x) Public Lapds. The Contractor will discuss potential impacts to public lands resulting from
sach of the alternatives evaluated In detail. The discussion will include an assessment of
recreational values associated with the Caddo Natfonal Grasslands. UTRWD will provide
spacific vegetatlve species informatlon
Cadde Nationat Grassland property in or
Review Meeting (see Task 3, A, ) will b
sollection and analysis methads for addition
will alse conduct & WHAP analysis for a
acquired to replace the loss of Caddo
alternative be implemented.

xi) Social and Economic Values. The Co
Describe population, employment, income
estate values, and other public services an
in detail. Effects of alternatives will focu

conomic effects from residential and commercial

popuiation, change in demand for faciities and

of recreational use of lake ~ number of visltor-

ang

fees

Fort

Worth and USACE - Tulsa District. Tha purpose of the workshop is to insure canhsistency in

terms of anaiylical methods and data used in the soclo-economic analyses, particularly

cumulative Impacts assessment, Cumulative impacts evalusted on same SOCIDBCONOMIC
criteria as kKentifled above.

i) Transportation. The Contractor $, and aceess
provisions. Discuss proposed wa

x5 Noise and Visyal Resources. s focusing on
construction and operations of nd LRH with
modfications, The Contractor will record am of 10 diferent
iocations. The Contractor will Identify sensitive noise receptors within 300 feet of the
conservation poo! elevation, Impoundment, and water intake structures, The Contractor will
use the Highway Construction Noise Model (HICOM) to develop noise contaurs which will be
overlaid on mapping and used to document potential construction noise impacts to sensilive
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receptors,  Operational noise will be discussed qualitatively and will include potentlal
recreational noise. The Contractor will conduct a visual resource analysis that includes
photos and discussion of up to 10 current views, The Contractor will prepare renderings and
discussion of future views for each of the view locations for each altemstive evaluated in
detail,

xiv) identify and discuss hazardous matenals andlor

ed LRH project area. The Contractor will conduct
M E 1527-05, and map locatlons with identified
converns, ifany.

xv) Environmentst Justice. CEQ guideﬁnss‘ for evaiuating potential adverse environmental
effects of projects require specific identification of minority populations when either: 1} &
minority population exceeds 50 percent of the population of the affected area; or 2) a minority
population represents a meaningfully greater increment of the affectad population than of the
population of some other appropriate geographic unit, as a whole. The LRH project area will
be evaluated accordingly by the Contractor,

xvi)

xvi)Eneray Requirements and Conservation Potential. The Coniractor will discuss the energy

requirements and conservation potential of the alternatives and mitigation measures.
xviit

tradeoffs between shortterm impacis
versus long-term impacts to resource productivity that extend beyond the e of the propesed
reservolr, This assessment will be condusted on resources deemed relevant for this topic
and wlli not address al résources isted under Task 3.
*ix) . The Coniractor will disciose the
tion potentlal of siternatives and
mitigation measures.

Task 4. Consultation and Coordination: -
A} The Contractor will summarize public participation and scoping efforts and will also include a #ist

B)

of Federal, State, and local agencies contacted regarding the DEIS and the proposed LRH
project, The DEIS will also include a lst of agencies, organizations, and companies that will
recaive the BEIS. That st includes: +

1 Tribes;

iy Federal Agencies;

ity State Agencies;

w} County and Local Agencles;

v} Newspaper, Libraries, and Local Repositories;

v} Other Organizations;

vil) Industry/Business; and

viif} Elected Officials.

‘The Contractor will attend a public information mesting and a public hearing In Ladonia, TX upon
release of the DEIS. The Contractor will assist USACE ~ Fort Worth with the preparation of hand
out materials, illustrations, maps andfor boards for use at the public information meeting and the
public hearing. The Contractor wili assist USACE — Fort Waorth with meetingfhesring logistics
planning, publishing notices in newspapers, e, The Contractor will prepare a summary of the
meeting and hearing that includes the public notices, agendas, lists of attendees, and comments
received,

Task 5. Other DEIS Sections:

A)
B)

Abstract. The Coniractor will prepare a brief (1 page or iess abstract for the DEIS document.
Summary and Acronyms and Abbreviations, The Contractor will provide an execulive summary
of the DEIS in #ts entirety along with a list of commonly used acronyms and gbbreviations,

4 CEQL. December 10, 1007 (released July 1998). Environmental Justice: Guidance under the National
Environmental Policy Act, Executive Office of the President, Washington, D.C.
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C)

E)

F)

G)
H)

Table of Contents. The Contractor will include in the DEIS a table of contents down to third-onder

headings. The TOC will also include a llst of tables, figures, and appendices contained in the
DES.

pages.

References. A complete list of the references for technlical reports, papers, etg. cited in the DEIS
will be included. References will be cited and recorded according to Armerican Psychological
Association (APA) reference standards. The Contractor wilf secure copies of each repor,
technical paper, otc, referenced In the DEIS for inclusion in the Administrative Record.

Glossary. The DEIS will include a glossary of technical terms usad in the document, Terms
inciuded in the glossary will be those of a technical nature that a tayman may not be familiar with
or understand.

index. The DEIS wiil include an index of technlcal terms to expedite the location of specific terms
within the document,

Appendices. Appropriate technical reports and papers and a Draft Section 404(b){1} Alternatives
Analysis wili be appended as directed by USACE ~ Fort Worth.

Task 6. DEIS;

A)
B

C)

D)

The Contractor will asssmble the Final version of the defiverables from tasks 1 through 8 into &
Draft Environmental Impact Statement document., '

The Contractor will produce figures, tables, illustrati produce a legally
sufficiént, technically defensible, clearly written, unde { The Contractor
wil develop and maintain a project specific GIS fo and to aid In the

development of lilusirations, maps, efc.

The Contractor wili develop proposed responses to comments, scope of work, schedule and an
estimated cost and level of effort to complete the FEIS.

The Contractor will create and maintain a project website for use by USACE ~ Fort Worth, the
Contractor, and Resource Agency staff, Users will be assigned user names and passwords and
provided access rights according to USACE — Fort Worivs direction.  The Contractor wil
maintain the wabslte for the duraflon of the project.

BELIVERABLES:

The maximum number of deliverables Is identified below and will be prepared and submitted to USACE ~

Fort Worth and UTRWD by the Contractor. The total number of copies of each deliverable i also
indicated below,

Deliverabla 1 - Alternatives Workshop Summary

»
L

Draft — One (1) electronic copy delivered via e-mail In .dog format
Finai — One {1) elecironic copy in .pdf format

Deliverable 2 - Lower Bois ¢’ Arc Creek Reservolr Workshop Summary

*
L

Draft - One (1) electronic copy delivered via e-mail in .doc format
Flnai — Dne (1) efectronic copy dellvered vig e-mail irs Jpdf format

Deliverable 3 - Historic Struciures Survey Report

Preliminary Draft — 10 paper coples and one electronic copy deliverad on a CD in .pdf format
Draft - 30 paper coples and one electronic copy detivered on & CD In .pdf format
Final - 30 paper copies and one slecironlc copy delivered on a CD in .pdf format

Deliverable 4 — DEIS
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. ?réiiminary Draft - 15 paper copies and 10 electronic coples gefivered on CD in .pdf format
o Draft - 45 paper coples and 10 efectronic copies delivered on CD in .pdf format
+  Final Draft ~ 50 paper copies and 250 electronic copies dellvered on O in .pdf format

Deliverabie 5 - Public Meeting and Hearing Summary Report
« Draft— 10 paper coples and one elecironic copy delivered on a CDin .pdf format
 Final - 10 paper coples and one slectronic copy defivered on a CD in pdf format

Deliverable 6 - FEIS Scope of Work and Schedule.
o Draft.- One (1) electronlc copy delivered via e-mall in .doc format
« Final- One (1) electronic copy In .pdf format

and data {electronic and hard copies)
specific tasks. All documents, data, a
UTRWD undar this contract will remain th
returned to the USACE — Fort Warth andfor UT
Waorth's Administrative Raecord,

SPECIAL CONSIDERATIONS:

Neither the Contractor, nor their representative will release or publish any sketch, photograph, report or
other material of any nature derived or prepared under this delivery order without specific written
permission of the USACE — Fort Worth and UTRWD axcept as is specifically provided in the scope of
work.

Copyright will not be clalmed by the Contractor for any materials produced under this delivery order, All
such materials are to remain within the public domaln.

in term of the agreement, present reporis of
to and publications, Abstracts and coples of
80 red by this delivery order will be orovided to
for cation or presentation,

in the event the Confacior encounters proble

under this delivery order.

ng services and designs will comply with governing State of
ure, design codes and standards.

PERFORMANCE PERIOE:
This task order has a period of performance beginning from the delivery date of the signed Task Order
and ending .
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DEPARTMENT OF THE ARMY
CORPS OF ENGINEERS, FORT WORTH DISTRICY

REGULATORY DIVISION
818 TAYLOR STREET
HEPLY TO FORT WORTH, TX 78102
ATTENTION OF
September 26, 2014
Regulatory Division

SUBIJECT: Project Number SWF-2003-0036 Lake Ralph Hall

Mr. Larry Patterson

Deputy Executive Director

Upper Trinity Regional Water District
P.O. Drawer 305

Lewisville, Texas 75067

Dear Mr, Patterson:

This is in reference to our recent efforts, in conjunction with the 3™-party contractor Michael
Baker Jr., Inc,, to develop a revised Task Order (TO) and scope of work to develop a Drat
Environmental Impact Statement (DEIS) associated with the Lake Ralph Hall proposal.

Please find attached the Final TO as well as a list of final assumptions that accompany it Tt
reflects changes and additional scope items fo the November 24, 2008 TO required by the Corps
and has been reviewed accepted by all 3 parties.

If you have any questions concerning this matter, please contact Mr. Chandler Peter at the
above address or (817) 8861736,

Sincerely
L
Chief, Regulatory Division
Enclosures
Copy furnished with Enclosures;

M. Timothy Srpith

Michael Baker Jr., Inc.

810 Hester’s Crossing, Suite 163
Round Rock, Texas 78681



LAKE RALPH HALL: DRAFT ENVIRONMENTAL IMPACT STATEMENT
TASK ORDER #3: SCOPE OF WORK - FINAL

ENERAL c 10N

in @ letter dated Novernber 24, 2008, the U.8. Ay Corps of Engineers Fort Worth District (herein
raferred to es the “Corps”) transmitted s Finel Scope of work for a Draft Environmentai Impact Staternent
(DEIS) to the Upper Trinity Reglonel Weter District (herein referred to as the "Applicent’}. The DEIS end
Final Scope of Work pertain to the Applicant's proposed Leke Relph Hall water supply project. Since the
proposed project includes the piacement of dredga end fili metarials within the bounderies of jurisdictionel
Watars of the U.S. in excess of the thresholds permissibie under eny Nationwide Permit, en individual
permit from the Corps is required for compllance with Section 404 of the Clean Water Act. As the lead
federal agengy end lfasuing authority of the Individual Permit, the Corps determined thet en EIS was
required to demonstrate complianca with the Netional Environmental Policy Act of 1860 (NEPA). The
Corps and Applicant solicited end hired a 3".parly EIS contrector, Michael Baker Internatlonal {herein
referred to as the “Contractor”) to prepsre the EIS.

The studies were initiated end the preparation of the Dreft EIS started in 2008. The DE!S was delayed
due to legal proceedings releted to tha Applicant's Water Rights Permit.  The Applicant complated the
legal proceedings end received the weter rights permit in 2013 et which time they restarted the DEIS
process with the Corps end Contractor.  Upon review of the previously completed EIS studies end
documentation, the Corps datermined that additional work would be reguired for the DEIS. This Scope of
Work identifies additionel scope items and essocieted aseumnplions (ettached) required by the Corps 1o
complete the DEIS,

The "Contractor” will be responsible for providing lebor, equipment, facilites, end other rescurces
raquived for third-party regulatory DEIS proguction es described In the Task Descriptions section of the
Scope of Work. Unless noted in the Task Descriptions section, the Coniracfor assumes that ell deta,
enzlyses, technical informetion, ete. required to prepare the DEIS shall be provided by the Applicant. The
collection of new deta, completion of technical analyses and any associated technical memorandums
end/or reports beyond thosa specifically identified in the Task Descriptions ssction of this Scope of Wark
ere considered out of scope end would require a Scope modification. Field work is not included unless it
is specifically ldentified in the Tssk Descriptions section below. The Contractor assumes that raw weter
would be conveyed from Leke Ralph Hail to the Trinity River Basin {Tom Harpool Water Treatment Plent
and / or Lewisville Lske) via the Applicant's previously identified "Route Alfenative #4" and existing
Chapman Leke pipeline.

The Contractor will ensure thet quelified professioneis with the proper experience in performing such
services ere used throughout the duretion of the project. The Contractor will prepare the DEIS using an
interdisciplinary epproach which will insurs the integreted use of the natural end soclel sclences, end the
anvironmental arfs. The Contractor wili perform the following Tasks end submit the Deliverables as a
pert of this Scope of Work.

PTIONS:

Teek 1, Affected Environment:

A} The Contractor will update and reorgenize prior work related to the Affected Environment end
succinctly describe in the DEIS, by reeource, the environment of the arae thet could be affected
by the Applicents proposed LRHM reservoir and the No Action alternetive, The affected
environment refers to the location end resources that comprise thet location, which have the
potentlel to ba directly or Indirectly effected by the Applicant's Prefarred LRH aiternative or the No
Action alternetive. Locations ere referrad {0 as study areas, The study ereas for the Affected
Environment ere identified below specific to each resource:
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nd } T cos. The Contractor will discuss topography, provida an
ovemew of the Norzh Suiphur River basin's geology, and discuss the potantial for mineral
resources withln tha proposed LRH footprint, with emphasis on oll and gas resources since
scoping cormnments mentioned oit and gas specifically, The Contractor will idantity and map
existing oif and gas infrastructure within the proposed LRH footprint.  The Contractor will
review lease appiications and other pertinent information received by tha United Statas

Forest Sarvice {USFS) related to natural gas/oil resources within or adjacent to ihe proposed

LRH proiect {l.a. Cadde Nationat Gresslands Ladonla Unit},
or R pa.  The Contractor witl sumrnarize tha hydrologic sefing, watar resource-

releted mgu ations* private wells, water rights permits, groundwater, surface water {including

floodpiging), Waters of the U.8. including wetlands, and Watars ¢f tha Stata within the

poundary of the proposed LRH reservoir footprint and downstream for e distance not o

exceed tha confluence of the North and South Sulphur rivers. Tha Contrscior will obtaln and

review deta available from Texas Commission on Environmantal Quality (TCEQ) refating to
water quality within the study erea. Tha Contracter will use the information obtained to
docurnent baseline water quality conditions within the study araa.

iy Scils. The Contractor will identify native soils, prime, uniqua, and statawlde and locally
important fermiands, end soil productivity,

iv) Vagetation. Tha Conirsctor wii document vegatatlon types, attributes, special siatus
species and specles of special concern, and weeds and invasive species within Fannin
County. Vagetative cover types will be mapped using the TPWD's Ecological Mapping
SBysterns of Taxas. Special status species and specias of special concern will be obisined
from the U.S. Fish and Wildllfe Service for Fannin County and TPWD's Texas Natural
Diversity Databasa (TxNDD) elemnent of occurrence records for the U.8. Geological Survay
7.5 minute quadrangla maps that make up the footprint of the Applicant's LRH Preferred
Alternative.

v} FEigh and Wildlife. The Contractor wiif decurmnent habitat, terrestrial game species, terrestrial

nen-gama species, aquatlc species, special status speciet and species of spacial concemn,

and nuisance species using the same sources as identified above under Vegetation, The

Contractor will use readily evallable data to document the affacted environmant specific fo

fzsh and wtld tfe

g, The Applicent's Prefarred LRH Alternative footprint Includes
the Pate Palterson Foss1 i Paric and extensive paleontological resources, The Condractor will
use information availabla from the literature to document conditions and define a Study Area
spacific to the Applicant’s Preferred LRH Alternetive footprint and downstrearn as directad by
the Corps.

vii) Cultural Resources. The Contractor will provide a summary of the prehistoric background,
historic background, cuiturai resources |dentified within the permit araa, and ethnogrsphy and
ethnohistory based solely on tha Appiicant's Cuiturai Resources Survay Report and the
previously Contractor completad Reconnaissance Laval Survey for Historic Resources
Report. The Cultural Resources Study Area includes thosa areas identifiad in the previously
prepared reports identifled.

vil) Alr_Quality. The Contractor will provide a qualitative discussion of the general climetic
salting and regzonat Bl qua Hty.

N Land Us ; - . Tha Confractor wiit identify current land uses within and

djacent to ma Appltcante Praferred LRH Alternative footprint.

X} Pubile Lands. The Study Area for Public Lands includes the Applicant’s Preferred |LRH

altemativa footprint and parcels of land adjacent to that footprint. The Contractor will map
Public L.ands and provide a description of those lands including the owner, land manager and
speclfic managerment goals or objectives for tha lands described.

xi) Social and Economic Values. The Contractor will defina a socioeconomic impact study
area and describe the population, employment, income, public finance, public education,
housing, real estate velues, and cther public services within the study area using current
census data.

xil} Lgmm The Contractor will map and inventory public roads potentially affected by
the Applicant's Preferrad LRH Alternativa.
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xih Noise and Visual Resourceg. The Contractor will record ambiant noise levels at a
maximum of 10 diferent locations. Tha CGontractor will identify sensitive noisa raceptors
within 300 feet of the Appilcant's Preferred LRH Altemative conservation pool efevation,
impoundment, and water intake structures,

xiv) Hazardous Materieis Sites. The Contractor will identify and discuss hezardous materials
and/or westes potentiaily pragsent withln the Applicant's Preferred LRH Alternative footprint.
The Contractor will conduct an environmenial records review and map locations with

identifiad concems, ¥ any.
xv} Enviropmentat Justice. The Study Area for Environmental Justica Inciudes Fannin County

and the smellest availabla census units that comprise the Applicant's Preferred [RH
Aitamatwe footprmt and adjacent lande.

- ate Changa. Tha Contractor will not identify a specific study area for global
cllmate change but rather wili provida a summary of the issue specific to waler supply
ptanning in Taxas,

Xvi} G

Task 2. Environmental Consaguences:

A) Thae Contractor will update and reorganize prior work related to tha Environmental
Conseuuences. Tha Contractor wili suceinctly describe In tha DEIS, by rescurcs, direct, indirect
and cumulativa effects of the Applicant's proposed LRH reservoir and the No Action alternative o
gpacific resources as foliows:

Bolon Reaources. The Contractor will tabulate and report the number of ol
and yae Infrastmcturs assets within the Applicant's Preferred LRH alternative footprint. The
Contractor will report the total acreaga of oiigas leased jands within the same area. Based
on information provided by the Applicant, the Confractor will quantify channal arosion
predicted to ocour i under No Action and the Appiicant's Preferred Alternative scensrios.

ources. The Contractor will assess effects to surface water, stream morphoiogy,
water nghts and groundwater,

{1} Surface Watar, An znaiysis of the effects of the Aoplicant's Preferred LRH Alternative on
surface water and surfece water guality will be conducted as follows:

The WAM model results for the Applicant's Preferred LRH afiem ative project condition,
and the pre-project condition will be used to define flow for the surface water quality
analysis and help determina the spatial axtant of tha watsr quality analysis. The potential
effects 10 receiving waters will be assessed based on literature review, moniforing deta,
and the WAM model resulis. The WAM model retums monthly flows at idenilfied
computation points ovar the period of record for the project and pre-project conditions,
The downstraam water quality for the post-project condltion will be comparead to the pre-
project condition, If impaimnanis (based on water quality objectives established by
USEPA or other relevant source for pollutants of concam) are identified downstraam of
the proposed resarvoir due o poliutants loads #om the reservoir, tha downstraam extent
of impact will ba egflmated. Tha axtent of Impact s defined as tha downstream locetion at
which wafer quelity objectivas are achleved for the 50-percentile monthly flow (based on
dllution and assuming that poliutants of concern are conservativa) assuming that loads
antering the systern downstream of the reservoir are in compliance with watar guality
objectives. Tha 50-percentiie moninly flow will be utlilzed because |k doas riot represent
an overly and condition, and it does not represent a condition whara thare wes a large
rainfall event,

The Initiai svaluation of impacts to surface water quality will be parformad based on
axisting data and information, readily oblalnable dala, and (f nacessary) field
invastigations. The water quality analysis will includs a qualitative assessment of the
impact of the dam on the transport and dynamics of poliutants and genera! water guality
of the North Suiphur River and an assessment of compliance with wsater guality
objectives for poliutants of concern.

ii)
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The essumptions for the Initial guantitative aesessment include:

»  Poliutants of concern will be sssessed based on estabished water qualily
objectives, upstream lend uses, or othar poflutants sssociated with the project

type

= Waler qualily fergets will be based on established waler quality objectives or
other USEPA standards for surface waters as appropriate for the North Sulphur
River,

»  Polutant loeds from the raservolr will be assumed o be conservetive for the
initig! avaluetion; and

s [ilution downstream of tha reservoir will ba assessed based on {he WAM
analysis. .

To assess water quality impacts from the prolact, the Contractor will essess the current
conditions of tha water body and tha potential impeacts of the project. First, tha Contractor
wlil conduct a literature review of evailgble weter gualily data and studies In the
watershed end naarby ragion (including Total Maximum Daily L.oads (TMDLs}, 303{d})
listings, and other excesdances of recelving water limitations) to assess the current
condition of the North Sulphur River. Next, the Contractor will conduct an assessment of
the potential poliutents of concem In the watershed fo tha North Sulphur Rlver, This
asaessrent wilk be based on a desk top evaluetion of the existing land uses for the
drainage area 1o tha project and findings of the litarature review. Based on a preliminary
review of the North Sulphur River and upstreem lend uses, tha primary pollutants of
goneem may include nutrents, sediment, end low diesolved oxygen levele. These and
sther potential poliutants will ba considered. Tha report will focus on the impact to current
established water qualily objactivee, currently supported benaficial uses, or other USEPA
stendards for recelving waters,

if the project is determined to have en adverse effect on water guality downstream, the
Contrector will provide a recommendsation on the use of 8 water quality model 1o develop
e more accurata estimate of current pollutant loads and the potential increase from
project construction. if a water quality mode! is necessary, the mode! will be chosen
based on aveleble deta (including existing modeis), the complexity of the erea impected
by the project and the evaileble data. H the impact o downstream water bodies due o
increases In poflutant loeds is considered 1o be potentiaily significant, the racommanded
model should be capabla of assessing water quality In the recslving waters downstream
of the project. Based on the water body end the projact, the recommended mode! mey be
a simple spreadsheat model or a complax water quallly model, such es HEPF, LSPC,
SWMM-based, etc. (existing models will ba considerad, where tha model affows tha uger
to essess water qualily). Any eddiional modeling is beyond the scope of the
Contractor's essessment for water quallty and would require Corps epproval. The
Contracior will prepare a technical memorandum summarlzing the resulls of the analysis
described ebove.

The Contractor will describe tha following In the EIS:

» The current water quality condition of the water body of concern (pre-projact
condition),

« The current supported designated beneficlel uses of the watar body of congem
and downetream receiving waters.

» The current impairments to the water body beneficial uses (including TMDLs,
303{d) listings, and other exceedances of water quality objectives.

s+ The potential pollutants of concern that mey impact existing (supportad or not-
supported) designated beneficial uses.
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s An essessment of the Impact of the project on downstreem water guality.

« Ifthe potential impact of the prolect on downstream water quality is deemed to be
significent, the project team wlll conduct a review of the avaiiable dats and
stream conditions, and maka a recommendation on a water quality mods! fo use
to quentify the loads for pollutants of concern o downsiream receiving weters.

« If the project is fikaly to significantly increase the loed for poliutani(s) of concem
to downstream water bodies and o heve a significant impact on the beneficiel
uses of the watar body, the mode! chosen should be capable of assessing the
downstream watar quality impacts.

» Make recommendations on actions that should be taken to reduce the impect of
the project on downsiream receiving watars.

{2) Stream Morphoiogy: An anelysis of the effects of the Applicant's Preferred LRH
Altemetive on streem morphology will consist of a qualitative evaluation based on
Applicant provided reports and other readily aveilable sources of information specific to
arosion occlrting within the North Sulphur River Channel,

{3} Water Rights: The Contractor will identify water rights affected by tha Applicant's
Praferrad LRH Altemative using the provided WAM models. A guelitetive assessmant of
affects on watsr rights wit be complated for tha Applicant's Preferrad LRH Altemetive
and the No Action Altemative.

{4) Groundwater. The Contractor will use the WAM model outputs and aveilable litgrature to
qualitatively assess tha effects of the Applicant's Freferred LRH Alternativa and No
Action to groundwater resourcas Jocated within the North Suiphur Rlver Basin,

i) Soila. The Coniractor wili rate the Applicent's Freferred LRH sltemative through coordination
with the local Natural Resources Consarvation Service field office using U.S Department of
Agriculture’s Farmland Conversion Impact Rating form AD-1006 (03/02). The Contractor wil
report Inundetad soll types by ecre for the Applicent's Preferred LRH Alternative.

W) Vegetation The Contractor will report ecreegea by vegetation type that would be inundated
under the Applicant's Preferred LR Alternative. WAM results will ba used to qualitalively
assess effacts to vegetation downstreem of the Applicant's LRH Preferred Allernative Dam
site.

v} Fish and Wildlife. The Confractor will report acreagas by habitat type thet would be
Inundated under the Applicent's Preferred |LRH Altemative. WAM results will be used to
qualitatively assess effects to fish and wildlife downstraam of the Applicant's L RH Preferred
Alternative Dem site. Specliically, downstream flows would be used io assess frequancy and
duration of pooling within the chennel. A gqualitative essessment of fish and wildilfe will be
completed speocific to tha changes in flows end pooling regimses.

iag a! Res 9. The Contractor wili report acreages of channe! inundated by
tﬁe App icant's Preferred LRH Altamative as a surrogate for effects to paleontologicel
rasources, A gualitative assessment will be provided besed on flow changas and their
correlation fo erosion downstream available from the WAM,

vii) Cultural Resources The Contractor will report effects to culiural resources sites within the
footprint of the Applicant’s Preferrad LRH Altemetiva,

Vi) Alr_ Quality. The Condrector will provide a qushitalive discussion of the general climatic
selting, regional air quality, construction effgcts end operation afecls specific to tha
Applicant’'s Preferrad LRH Altemative.

) Land Use and Recreation. The Confractor will idantify lost racreational resolirces rasulting
from Inundation, and describe the nature and quelity and visitor-days of lost racreational
resources if any. The Contractor will discuss water-related recrgational opportunities in
Fennin County and the surrounding area, and the recreational amanities proposed by the

V) P
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Applicant for the Preferred LRH Alternative, The Contractor will quadtatively consider leke
iaval Huctuations in these discussions. The Contractor will assess the market for iske
amenities by ltype of rocraetione!l activily, and prolect the qualily of naw recreglional
resources, number of day visitors and second homes.

x} Publlic Lands The Study Area for Public Lands inciudes tha Applicant's Preferred LRH
Altemative foolprint and parceis of land adjacent to that footprint.  The Contractor will map
Publie Lands end provide & description of those lands including the ownet, lend meneger and
specific menagement goala or objectives for the lands described,

xi} Social and Economic Values. The Contractor will document the affacts of the Applicant's
Prefarred |LRH Altemative orn: a) loss of property in and around lake -~ agriculturel losses,
fiscal impects of tax losses, b} constructlon effscts — amploymant, population end housing,
sconomic stimulus of wages and project expenditures, impact on public faciities and
services, fiscal effects, i.e. increased iocal tax revenue compared with public service and
facility costs if any, ¢) sconomic effects from residential and commercial developmant around
lake - # of new houses, popuiation, change n damand for faclities and services, fiscal
Impacts, d} economic effects of recreationai use of lake — number of visitor-days by seagon,
expenditure par visitor dey, smployment effects, fiscal effecis, e} rate and tap fee impects
impact on Applicant's charges 1o its customers, impact on rates end tap fees of and users )

. tesl astate vaiues,

xil) Transportation. The Confracior wil map and inventory public roads potentielly affected by
the Applicant's Preferred LRH Aliernative.

p8. The Contractor will use the Fedaral Highway Administration's
Readwey Construcbon Nolse Model o develop noise contours which witi be overiaid on
mapping end used o document polential construction noise impacts o sensitive recapiors.
Operationel noise will be discussad quailtativaly and wil include potantial recreational noise,
The Contractor will condust a visual resource enalysls that includes photos and discussion of
up to 10 current views. The Contrector will prepare randerings and discussion of future views
for each of tha view focations for each siternative evaiueted in detail,

xivy Hazardous Materfels Sites. The Contractor will conduct an anvironmental records review
per ASTM E 1527-05, and mep locations with identified concerns, if any.

xv) Environmental Justice CEQ guidelines for avalualing potentisl edverse environmentsl
effacts of projacts require specific identification of minorty popuiations when either 1) a
minority population exceeds 50 parcent of the populetion of the affected ares; or 2) a minonty
popuiation represents a meeningfully greeter increment of tha affecied popuiation then of tha
population of some other eppropriate gaogrephic unit, as a whole. The Appilcant's Preferred
LRHM alternativa will be evaluated accordingly by the Contractor,

xvi) Glohal Climate Chengg The Contractor will provide a qualitative discussion shout the
sffects of climate change on water aupply in Taxas.
xvil}Ene u servetion Potential The Contractor will discuss tha energy

requirements and consarvation polfential of the Applicant's Preferred LRH Alternative and
mitigation maasures,

xv i)

The will
short-{arm impacls fo resources during LRH operation
versus long-term Impacts to rasource productivity thet extend beyond the iife of the proposed
reservoir.  This assessment will be conducted on resources deemed relevant for this topic
and wili not addrass al rescurces listed.

2ibl e : it Resgurces, Tha Contractor will disclose the
netural or daplatab!a resource rsquzramants and conservation potential of the Appiicant's
Preferred LRH Alternative and mitigation measures,
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Task 3. Mitigation:

A}

Mitigation Varification, The Contractor will review and indepsndently varify the Applicant’s
Preferred Mitigation Plan using the current TxRAM method es approvad by the Corps.  Fleld
surveys are not Included,

Task 4. Conaultation and Coordination

A)

B)

The Contractor will summarize public perticipetion and scoping efforts and will also inclyde a list
of Federal, Stete, end locs! agencles contacted regarding the DEIS end the proposed LRH
project. The DEIS will elso includa B list of agancies, organizations, end companies that wil
receive the DEIS. That list includes:

i} Tribes;

I} Federat Agencies;

) State Agencies;

v} County end Local Agencles;

v} Newspaper, Libraries, and Local Reposliorias;

v} Qther Organizetlons;

vii} Industry/Buelness; and

vilhh Elacted Officiais.

The Contractor will assist the Corps with & Public Heering in Ladonia, TX upon release of the
DEIS. The Contractor will essist the Corps with the preperation of hand out matsrlais,
Hlustrationa, magps andfor boards for use at the public informetion mesting and the public hearing.
The Contractor wil assist the Corps with meetingfheering logistics planning, publishlng notlces in
nawspapers, etc. The Contractor will prepare a summary of the meellng and hearing that
inciudes the pubiic nofices, agendas, lists of ettendees, and comments received.

Task 5, Othar DEIS Sactione:

A)
B)
C)

D

£)

F)

G)
H)

Abstract. The Coniractor will prepare e brief (1) pege or less ebstract for the DEIS dosument.

Summary and Acronyms and Abbrevietions, The Contractor will provide en executive summery

of the DEIS In its entirety elong with e #st of commaonly used acronyms and sbbreviations,

Table of Contents. The Contrector will Include In the DEIS « table of contenis down to tird-order

gaeadsings, The TOC will also inciude o list of tables, figures, and appandices contalned in the
is.

List of Preparers end Reviewers. Per 40 CFR §1502.17, the DEIS will list the names, together

with gualiflcations (experilse, exparience, profeasionst discipiines), of the persons who were

primarily reaponsible for preparing the DEIS or significant background pepers, inciuding basic

components of the etatement, Where possible the persons who ere rasponsible for a perticular

analyals, including enalyses in background papers will be identified. The list will not excesd two

peges.

Referances. A complate llst of the references for technical reports, papars, efe, clied in the DEIS

will be Included. References wili be clited and recorded according 10 American Psychological

Agsociation {APA) referance standards. The Contractor will secure coples of each repor,

technical peper, etc. referenced in the DEIS for inclusion in the Administretiva Record.

Clossery. The DEIS will include a glossery of fechnlcal terme used In the documant Terms

Included In the glossary will be those of a technical nature that e iayman may not be familiar with

or understand,

index, The DEIS will include an index of technical terms to expedite the location of specific terms

within the document.

Appendix. A Dreft Section 404(b){1) Alteratives Analysis will be appended,

Task 8. DEIS:

A}
B)

The Contrector will essemble the Final varsion of the dellverables from tasks 1 through 3 Info a
DEIS document,

The Contractor wili produce figures, tsbles, illustrations, text, etc. needed o produce a legally
sufficient, technically defensible, cleariy written, understendable DEIS document. The Contractor
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wili develop and meintain e project specific GIS to use for various enalyses end to ald in the
davelopment of iliustrations, meps, eic,

C} The Contracior will develop proposed responses 1o comments, scope of work, and schedule to
complete the FEIS,
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11

Lake Ralph Hall

Assumptions with Task Order 3 and Potential Issues

Assumption
Revisions to Need and Purpose do notimpact
alternatives analysis and screening

Lake Ralph Hall reuse is not part of the project
purpose.

Alternatives to be analyzed in detall in the DEIS are
the No Action and Applicant’s preferred at Lake
Ralph Hall site (and sub-options] and plpeline
allgnment #4,

Applicant provides adequate No Actlon alternative
description based on permit denial scenario {eg.,
identifies what actions will be taken to attempt to
address water needs without a

Alternatives involve only providing water to Tom
Harpool Water Treatment Plant and Lake Lewisvilie
with no releases into other water bodies, leases,
swaps, trades, or other uses warranting the need to
assess impacts to the natural or human
environment,

An adequate operations plan is provided by the
applicant prior to hydrological modeling being
completed,

WAM modeling will satisfy all hydrological
information and data needs for Impact analyses
determinations downstream of reservolr,
fluctuations in reservoir, and operational
considerations.

All data, analyses and technical information {beyond
what is specified in the Task Order) will be provided
by the Applicant or USACE.

No field work and data collection is requlred by the
PC

Cooperating agencies agree with proposed methods

and scope.

Forest Service needs relative to wiil be

Potential issues
Purpose and need review
increases the number of
alternatives in EIS,
LRH reuse is added to the project
purpose.
Other alternatives found to be
viable based on work t¢ be
completed on alternatives
analysls,
Multiple reviews of No Action
aiternative needed,

Changes in operations and/or
uses occur after work Is
undertaken or accomplished that
is dependent on operational
conditions.

Operations plan not detailed
enough and changes occur,

WAM does not provide adequate
sensitivity or computing
capability to evaluate effects.

Additlonal analyses needed with
data collection due to new
alternatives or impact
assessments reveal the need for
additional

See #7 above.

Cooperating agencies disagree
with methods, assumptions,
intensity, scopes, ete,

Forest Service wants more



12

13

14

15

16

17

18

19

satisfied in DEIS but information needs to support
tand swap proposal will invoive information provided
outside the EIS process by the Applicant.

Applicant efforts to compare SWAMPIM and TXRAM
warrant minor revisions and are acceptable by

cooperating agencies.

Cultural and paleontoiogical resources work
completed to date is adequate for the DEIS.
No State Species of Concern or Federaliy-iisted
species occur within the project area.

Jurisdictional wetlands and waters identified remain
unchanged from the Applicant’s prior work.

WAM resuits wiil be used to quaiitatively assess
effects to fish and wildiife downstream of the dam
stte. Downstream fiows would be used to assess
frequency and duration of pooling within the
channel and a qualitative assessment of fish and
wildlife wiill be adequate for the DEIS.

The scope of the sociceconomic, land use and
recreational work wili Include impacts from
construction, inundation, recreational development
and land development. Capitai costs, construction
plans, operating costs, recreational plans, and land
development plans around the Lake are unchanged

from the original version,

Water quality impacts downstream of Ralph Hall do
not warrant any guantitative assessments or

additional hydroiogic modelling.

Al mitigation for all resources is acceptable as

proposed.

information in EiS to satisfy needs
for land swap and triggers need
for data collection, verification,
etc. for inclusion in DEIS,
Additional work needed to
validate SWAMPIM/TxRAM
comparison,

Additional work Is required for
the DEIS.

Sald species are identified within
the project area and require
additional study and agency
coordination.

New areas are identified and
require additional impact
assessment and mitigation.
Additional data collection, field
surveys, analysis or quantitative
work is required for the DEIS.

Additional scope specific to
socioeconomics, land use or
recreation is requlred beyond
that which was previously
completed.

A gqualitative water quality
assessment is not sufficient.
Additionally hydrologic modeiling
is required.

Mitigation is not acceptabie and
reguires substantial revisions,
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BOND RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF
UPPER TRINITY REGIONAL WATER DISTRICT REGIONAL TREATED
WATER SUPPLY SYSTEM REVENUE BONDS, SERIES 2015A IN AN
AGGREGATE PRINCIPAL AMOUNT OF $29,115,000; PROVIDING FOR THE
SECURITY AND PAYMENT THEREOF, AWARDING THE SALE THEREOF,
AUTHORIZING THE EXECUTION AND DELIVERY OF A PAYING
AGENT/REGISTRAR AGREEMENT AND AN ESCROW AGREEMENT,;
APPROVING THE PRIVATE PLACEMENT MEMORANDUM AND
ENACTING OTHER PROVISIONS RELATING THERETO

WHEREAS, Upper Trinity Regional Water District (the “District”) was duly created and
islawfully operating as a conservation and reclamation district created pursuant to Chapter 1053,
Acts of the 71st Legidature of Texas, Regular Session, 1989, as amended (the “Act”), pursuant to
Article XV1, Section 59 of the Constitution of the State of Texas; and the District operates as a
subdivision of the State of Texas and a body politic and corporate. Capitalized terms used in the
preambles of this Resolution shall have the meanings assigned thereto in Article | unless otherwise
indicated; and

WHEREAS, pursuant to the Act, the District is authorized to plan, purchase, construct,
acquire, own, operate, maintain, repair, and improve, inside or outside of its boundaries, any
works, improvements, facilities, plants, equipment and appliances, that are necessary, helpful or
incidental for supplying water for municipal, domestic and industrial uses, and is authorized to
issue its revenue bonds for such purposes; and

WHEREAS, the District has entered into Treated Water Supply Contracts (as hereinafter
defined) and has therein agreed to acquire and develop its regiona treated water supply system
(the “ System”); and

WHEREAS, the District previously issued its Outstanding Parity Bonds and its
Commercial Paper Notes; and

WHEREAS, the District has reserved the right and option to issue, under certain
conditions, “Additional Bonds,” payable from the “Pledged Revenues’ and on a parity asto lien
and right with any Outstanding Parity Bonds; and

WHEREAS, the conditions precedent to the issuance of Additional Bonds have occurred
and are existing; and

WHEREAS, the Didtrict has requested financial assistance from the Texas Water
Development Board (“TWDB”) through the TWDB'’ s State Water |mplementation Fund for Texas
(“SWIFT”) to assist in the planning, permitting, design and land acquisition for the District’s Lake
Ralph Hall reservoir project for the System.

WHEREAS, the Board of Directors (the “Board”) of the District hereby finds and
determines that the issuance and delivery of the bonds hereinafter authorized is in the public
interest and the use of the proceeds in the manner herein specified constitutes a valid public
purpose; and
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WHEREAS, the Board hereby finds and determines that the bonds hereinafter authorized
shall be secured by alien on and pledge of the Pledged Revenues, equally and ratably with the
Outstanding Parity Bonds and with any Additional Bonds; and

WHEREAS, the meeting at which this Resolution is considered is open to the public as
required by law, and the public notice of the time, place and purpose of said meeting was given as
required by Section 551.041, Texas Government Code, as amended.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF
UPPER TRINITY REGIONAL WATER DISTRICT, THAT:

ARTICLE |

DEFINITIONS, FINDINGS AND INTERPRETATION
Section 1.01. Definitions.

Unless otherwise expressly provided or unless the context clearly requires otherwise, in
this Resolution, the following terms shall have the meanings specified below:

“Act” means Chapter 1053, Acts of the 71st Legidlature of Texas, Regular Session, 1989,
as amended.

“Additiona Bonds’ means additional parity revenue bonds permitted to be issued by
Sections 9.02 and 9.03.

“Application” means the Application filed by the District with the TWDB requesting
financial assistance in the planning, permitting, design and land acquisition for the District’s Lake
Ralph Hall project, as more fully described in such Application.

“Board” means the Board of Directors of the District, being the duly authorized and
governing body of the District, and it is further resolved that the declarations and covenants of the
District contained in this Resolution are made by, and for and on behalf of the Board and the
District in accordance with and as authorized by the Act, and are binding upon the Board and the
District for all purposes.

“Bond” means any of the Bonds.

“Bonds’ means the District’s Regiona Treated Water Supply System Revenue Bonds,
Series 2015A authorized to be issued by Section 3.01 of this Resolution.

“Closing Date” means the date of the initial delivery of and payment for the Bonds.

“Code” means the Internal Revenue Code of 1986, as amended, including applicable
regulations, published rulings and court decisions relating thereto.

“Commercial Paper Notes” means the District’s Regional Treated Water Supply System
Revenue Commercial Paper Notes, Series A.
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“Commercial Paper Notes Resolution” means the Amended and Restated Resolution of the
Board of Directors of the District, dated February 2, 2006, authorizing the issuance of the District’s
Regiona Treated Water Supply System Revenue Commercia Paper Notes, Series A.”

“Credit Facility” means (i) a policy of insurance or a surety bond, issued by an issuer of
policies of insurance insuring the timely payment of debt service on governmental obligations,
provided that a rating agency having an outstanding rating on such obligations would rate such
obligations which are fully insured by a standard policy issued by the issuer in its two highest
generic rating categories for such obligations; and (ii) a letter or line of credit issued by any
financial institution, provided that a rating agency having an outstanding rating on the Bonds
would rate the Bonds in its two highest generic rating categories for such obligations if the letter
or line of credit proposed to be issued by such financial institution secured the timely payment of
the entire principal amount of the Bonds and the interest thereon.

“Designated Payment/Transfer Office” means (i) with respect to the initial Paying
Agent/Registrar named in this Resolution, the Designated Payment/Transfer Office as designated
in the Paying Agent/Registrar Agreement, or at such other location designated by the Paying
Agent/Registrar and (i) with respect to any successor Paying Agent/Registrar, the office of such
successor designated and located as may be agreed upon by the District and such successor.

“District” means the Upper Trinity Regional Water District.

“DTC” means The Depository Trust Company of New Y ork, New Y ork, or any successor
securities depository.

“DTC Participant” means any broker, dealer, bank, trust company, clearing corporation or
certain other organizations with Bonds credited to an account maintained on its behalf by DTC.

“Escrow Agent” meansthe

“Escrow Agreement” means the escrow agreement, dated as , 2015, between
the District and the Escrow Agent.

“Government Obligations” means direct, noncallable obligations of the United States of
America, including obligations that are unconditionally guaranteed by the United States of
America.

“Gross Revenues of the System” means all revenues and income, including specifically all
payments and amounts received under the Treated Water Supply Contracts, of every nature derived
or received by the District from the operation and ownership of the System, including the interest
income from the investment or deposit of money in any specia fund created by the resolution or
resol utions authorizing the issuance of the Parity Bonds.

“Initial Bond” means the Initial Bond authorized by Section 3.04(d) and described in
Section 6.02(e).
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“Interest Accrual Date’” means the earlier of (i) , 2023 or (ii) the date the
construction of the District’s Lake Ralph Hall reservoir project for the System is complete as
evidenced by an engineer’ s certificate acceptable to TWDB.

“Interest and Sinking Fund” means the fund by that name established pursuant to
Section 7.02.

“Interest Payment Date” means the date or dates upon which interest on the Bonds is
scheduled to be paid until their respective dates of maturity or prior redemption, such dates being
February 1 and August 1 of each year, commencing on the first February 1 or August 1 following
the Interest Accrual Date.

“Master Agreement” means master agreements between the District and the Texas Water
Development Board.

“Net Revenues of the System” means the Gross Revenues of the System less the Operation
and Maintenance Expenses of the System.

“Qperation and M aintenance Expenses of the System” means all reasonable and necessary
costs of operation and maintenance of the System including, but not limited to, repairs and
replacements, operating personnel, the cost of utilities, supervision, engineering, accounting,
auditing, legal services, insurance premiums, paying agent’s and registrar’s fees, and any other
supplies, services, administrative costs, and equipment necessary for proper operation and
maintenance of the System, payments to any public or private entity made for the purchase of
water, storage rights, or other interests in water, or for the use or operation of any property or
facilities, payments to the United States of America with respect to the operation, maintenance,
and use of any reservoirs or facilities in connection with the District’s sources of water for the
System, and payments made by the District in satisfaction of judgments or other liabilitiesresulting
from claims not covered by District’s insurance. Depreciation shall not be considered an item of
Operation and Maintenance Expense.

“Qutstanding Parity Bonds’ means the series of outstanding and unpaid bonds designated,
respectively:

@ “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Bonds, Series 2004,” dated November 1, 2004, issued in the original principal amount of
$22,990,000;

(b) “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2005,” dated November 1, 2005, issued in the original principal
amount of $43,835,000;

(© “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2006,” dated August 1, 2006, issued in the original principal
amount of $25,690,000;
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(d) “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding and Improvement Bonds, Series 2007,” dated March 1, 2007, issued in the
original principal amount of $36,110,000;

(e “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Bonds, Series 2008,” dated June 1, 2008, issued in the origina principa amount of
$10,400,000;

()] “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2010,” dated August 1, 2010, issued in the original principal
amount of $8,520,000;

(9) “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Bonds, Series 2010A,” dated October 27, 2010, issued in the original principal amount
of $28,840,000;

(h) “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2012” dated January 1, 2012, issued in the original principal
amount of $13,795,000;

() “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding and Improvement Bonds, Series 2012A,” dated August 1, 2012, issued in the
original principa amount of $36,970,000;

() “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2013,” dated November 21, 2013, issued in the original
principal amount of $16,550,000; and

(k) “Upper Trinity Regional Water District Regional Treated Water Supply System
Revenue Refunding Bonds, Series 2015, dated March 15, 2015, issued in the original principal
amount of $48,355,000.

“Owner” means the person who is the registered owner of a Bond or Bonds, as shown in
the Register.

“Parity Bonds’ means the Outstanding Parity Bonds, the Bonds and any Additiona Bonds
as the same may be from time to time outstanding.

“Paying Agent/Registrar” meansinitially The Bank of New York Mellon Trust Company,
N.A., or any successor thereto as provided in this Resolution.

“Pledged Revenues’ means (i) the Net Revenues of the System and (ii) any additional
revenues, income, receipts, or other resources, including without limitations, any grants, donations,
or income received or to be received from the United States Government, or any other public or
private source, whether pursuant to an agreement or otherwise, which in the future may, at the
option of the District, be pledged to the payment of the Parity Bonds.
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“Project” means the planning, permitting, design and land acquisition for the District’s
Lake Ralph Hall reservoir project for the System as more fully-described in the Application.

“Purchaser” means the TWDB.

“Record Date” means the fifteenth day of the month next preceding an Interest Payment
Date.

“Register” means the Register specified in Section 3.06(a).

“Representation Letter” means the Blanket Letter of Representations between the District
and DTC.

“Reserve Fund” means the fund by that name established with respect to the Parity Bonds
and confirmed pursuant to Section 7.03.

“Revenue Fund” means the fund by that name established with respect to the Parity Bonds
and confirmed pursuant to Section 7.01.

“Specia Payment Date” means the Special Payment Date as prescribed in Section 3.03(b).
“Special Record Date” means the Special Record Date as prescribed in Section 3.03(b).

“Subordinate Lien Obligations’ shall mean Subordinate Lien Obligations as defined in the
Commercial Paper Notes Resolution.

“System” meansthe District’ s existing regional treated water supply system, together with
all future improvements, enlargements, extensions, and additions thereto, which are deemed
necessary and feasible by the District to provide treated water service to the District’ s customers,
including those that have executed the Treated Water Supply Contracts and all future new facilities
and/or water rights, which are acquired or constructed with the proceeds from the sale of any bonds
or revenues from the System, and any water supply or treatment facilities which are deliberately
and specifically, at the option of the District, made a part of the System by resolution of the
District’ s Board of Directors, and all repairs to or replacements of the System. Said term does not
include any District facilities which provide wastewater treatment or disposal services, or solid
waste disposal services, of any kind. Said term does not include any facilities acquired or
constructed by the District with the proceeds from the issuance of “Specia Facilities Bonds,”
which are hereby defined as being revenue obligations of the District which are not secured by or
payable from payments made under the Treated Water Supply Contracts and similar contracts, and
which are payable solely from sources other than revenues of the System.

“Treated Water Supply Contracts’ means collectively (i) the contracts, as amended, set out
in Exhibit B attached hereto; and (ii) such other similar contracts that the District may enter into
from time to time with other entities with respect to the System.

“TWDB” meansthe Texas Water Development Board, a state agency, or its successors and
assigns.
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“Unclaimed Payments’ means money deposited with the Paying Agent/Registrar for the
payment of principal of or interest on the Bonds as the same come due and payable and remaining
unclaimed by the Owners of such Bonds for 90 days after the applicable payment or redemption
date.

Section 1.02. Findings.

The declarations, determinations and findings declared, made and found in the preambles
to this Resolution are hereby adopted, restated and made a part of the operative provisions hereof.

Section 1.03. Table of Contents, Titles and Headings.

The table of contents, titles and headings of the Articles and Sections of this Resolution
have been inserted for convenience of reference only and are not to be considered a part hereof
and shall not in any way modify or restrict any of the terms or provisions hereof and shall never
be considered or given any effect in construing this Resolution or any provision hereof or in
ascertaining intent, if any question of intent should arise.

Section 1.04. Interpretation.

Unless the context requires otherwise, words of the masculine gender shall be construed to
include correlative words of the feminine and neuter genders and vice versa, and words of the
singular number shall be construed to include correlative words of the plura number and vice
versa,

@ This Resolution and all the terms and provisions hereof shall be liberally construed
to effectuate the purposes set forth herein to sustain the validity of this Resolution.

(b) Unless designated otherwise, references to Articles and Sections shall mean
Articles and Sections of this Resolution.

Section 1.05. Other Definitions.

The capitalized terms defined in the preamble to this Resolution shall have the meanings
assigned to them in the preamble of this Resolution.

ARTICLE Il

SECURITY FOR THE BONDS
Section 2.01. Pledge.

Payment of the principal, premium, if any, and interest on the Parity Bonds shall be secured
by and payable from afirst lien on and pledge of the Pledged Revenues, such lien on and pledge
being superior to the lien on and pledge of the Pledged Revenues made for the security, and
payment of the Subordinate Lien Obligations and the Pledged Revenues are further pledged to the
establishment and maintenance of the funds created by this Resolution, and any funds created by
any resolution authorizing the issuance of Parity Bonds. The Parity Bonds are not and will not be
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secured by or payable from a mortgage or deed of trust on any real, personal, or mixed properties
constituting the System.

Section 2.02. Bonds as Special Obligations.

The Bonds are specia obligations of the District payable solely from the Pledged
Revenues, and the Owners thereof shall never have the right to demand payment thereof out of
any funds raised or to be raised by taxation by the District.

Section 2.03. Security Interest.

The District represents that, under Chapter 1208.002, Texas Government Code, a security
interest in property, other than real property, that is created by the District is valid and effective
according to the terms of the security agreement and is perfected from the time the security
agreement is entered into or adopted continuously through the termination of the security interest,
without physical delivery or transfer of control of the property, filing of a document, or another
act. The District covenants that if Chapter 1208.002 is amended at any time while the Bonds are
outstanding and unpaid, the District shall take all actions required in order to preserve for the
Owners of the Bonds a perfected security interest in the property in which such security interest is
granted pursuant to Section 2.01 hereof.

ARTICLE I

AUTHORIZATION; GENERAL TERMS AND
PROVISIONS REGARDING THE BONDS

Section 3.01. Authorization.

The District’ s bonds to be designated the “Upper Trinity Regional Water District Regional
Treated Water Supply System Revenue Bonds, Series 2015A,” are hereby authorized to be issued
and delivered in accordance with the laws of the State of Texas, including particularly the Act, for
the purposes of (i) paying the costs of the Project and (ii) paying the costs and expenses of issuing
the Bonds.

Section 3.02. Date, Denomination, Maturities and Interest.

@ The Bonds shall be dated , 2015 (the “Dated Date’). The Bonds
shall bein fully registered form, without coupons, in the denomination of $5,000 or any integral
multiple thereof and shall be numbered separately from one upward or such other designation
acceptable to the District and the Paying Agent/Registrar, except the Initial Bond, which shall be
numbered T-1.
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(b) The Bonds shall mature on August 1 in the years and in the principal amounts set
forth in the following schedule:

Principal Interest Principal Interest
Year Amount Rate Year Amount Rate
2024 2035
2025 2036
2026 2037
2027 2038
2028 2039
2029 2040
2030 2041
2031 2042
2032 2043
2033 2044
2034 2045

(© Interest shall accrue and be paid on each Bond respectively until its maturity or
prior redemption, from the later of the Interest Accrual Date or the most recent Interest Payment
Date to which interest has been paid or provided for at the rates per annum for each respective
maturity specified in the schedule contained in Subsection (b) above. Such interest shall be
payable semiannually on each Interest Payment Date. Interest on the Bonds shall be calculated on
the basis of athree hundred sixty (360) day year composed of twelve (12) months of thirty (30)
days each.

Section 3.03. Medium, Method and Place of Payment.

@ The principa of, redemption premium, if any, and interest on the Bonds shall be
paid in lawful money of the United States of America.

(b) Interest on the Bonds shall be payable to the Owners as shown in the Register on
the Record Date. However, in the event that interest on the Bonds is not paid on a scheduled
Interest Payment Date and remains unpaid for thirty (30) days thereafter, a new record date for
such interest payment (a “Speciad Record Date’) shall be established by the Paying
Agent/Registrar, if and when funds for the payment of such interest have been received from the
District. Notice of the Special Record Date and of the scheduled payment date of the past due
interest (the“ Special Payment Date,” which shall be at |east 15 days after the Special Record Date)
shall be sent at least five business days prior to the Specia Record Date by United States mail,
first class, postage prepaid, to the address of each Owner of a Bond appearing on the Register at
the close of business on the last business day next preceding the date of mailing of such notice.

(© Interest shall be paid by check, dated as of the Interest Payment Date, and mailed
on or before such Interest Payment Date, by first class United States mail, postage prepaid, by the
Paying Agent/Registrar to each Owner at the address of each Owner as such appears in the
Register, or by such other customary banking arrangement acceptable to the Paying
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Agent/Registrar and the person to whom interest isto be paid; provided, however, that such person
shall bear all risk and expenses of such customary banking arrangement.

(d) The principal of each Bond shall be paid to the Owner thereof on the due date,
whether at the maturity date or the date of prior redemption thereof, upon presentation and
surrender of such Bond at the Paying Agent/Registrar Office; provided, however, that for so long
as the Bond is held by a single Owner, mandatory sinking fund redemption payments made prior
to final maturity will be noted by the Paying Agent/Registrar in their official records but will not
require the presentation and surrender of the Bond.

(e So long asthe TWDB isthe Owner of the Bonds, payments of interest and principal
shall be made in wire transfer form at no cost to TWDB.

()] If the date for the payment of the principal of or interest on the Bonds shall be a
Saturday, Sunday, legal holiday or day on which banking institutionsin the city where the Paying
Agent/Registrar Office is located are required or authorized by law or executive order to close,
then the date for such payment shall be the next succeeding day which is not a Saturday, Sunday,
legal holiday or day on which banking institutions are required or authorized to close, and payment
on such date shall for all purposes be deemed to have been made on the due date thereof as
specified in this Section.

(9) Unclaimed Payments shall be segregated in a special account and held in trust,
uninvested by the Paying Agent/Registrar, for the account of the Owner of the Bonds to which the
Unclaimed Payments pertain. Subject to Title 6 of the Texas Property Code, as amended,
Unclaimed Payments remaining unclaimed by the Owners entitled thereto for three years after the
applicable payment or redemption date shall be applied to the next payment or payments on the
Bonds thereafter coming due and, to the extent any such money remains after the retirement of all
outstanding Bonds, shall be paid to the District to be used for any lawful purpose. Thereafter,
neither the District, the Paying Agent/Registrar nor any other person shall be liable or responsible
to any holders of such Bonds for any further payment of such unclaimed moneys or on account of
any such Bonds, subject to any applicable escheat law or similar law.

Section 3.04. Execution and Reqistration of Bonds.

@ The Bonds shall be executed on behalf of the District by the President and Secretary
of the Board of Directors, by their manual or facsimile signatures, and the official seal of the
District shall beimpressed or placed in facsimile thereon. Such facsimile signatures on the Bonds
shall have the same effect asif each of the Bonds had been signed manually and in person by each
of said officers, and such facsimile seal on the Bonds shall have the same effect as if the official
seal of the District had been manually impressed upon each of the Bonds.

(b) In the event that any officer of the District whose manual or facsimile signature
appears on the Bonds ceases to be such officer before the authentication of such Bonds or before
the delivery thereof, such facsimile signature nevertheless shal be valid and sufficient for al
purposes asif such officer had remained in such office.

(c) Except as provided below, no Bond shall be valid or obligatory for any purpose or
be entitled to any security or benefit of this Resolution unless and until there appears thereon the

-10-
#4898063.1



Certificate of Paying Agent/Registrar substantially in the form provided herein, duly authenticated
by manual execution by an officer or duly authorized signatory of the Paying Agent/Registrar. It
shall not be required that the same officer or authorized signatory of the Paying Agent/Registrar
sign the Certificate of Paying Agent/Registrar on all of the Bonds. In lieu of the executed
Certificate of Paying Agent/Registrar described above, the Initial Bond delivered on the Closing
Date shall have attached thereto the Comptroller’ s Registration Certificate substantially in theform
provided herein, manually executed by the Comptroller of Public Accounts of the State of Texas,
or by his duly authorized agent, which certificate shall be evidence that the Initial Bond has been
duly approved by the Attorney Genera of the State of Texas and that it is a valid and binding
obligation of the District, and has been registered by the Comptroller of Public Accounts of the
State of Texas.

(d) On the Closing Date, one Initia Bond representing the entire principal amount of
all Bonds, payablein stated installmentsto the Purchaser, or its designee, executed by the President
and Secretary by their manua or facsimile signature, approved by the Attorney General, and
registered and manually signed by the Comptroller of Public Accounts, will be delivered to the
purchasers or their designee. Upon payment for the Initial Bond, the Paying Agent/Registrar shall
cancel the Initial Bond and deliver registered definitive Bondsto DTC in accordance with Section
3.10.

Section 3.05. Ownership.

@ The District, the Paying Agent/Registrar and any other person may treat the person
in whose name any Bond is registered as the absolute owner of such Bond for the purpose of
making and receiving payment of the principal thereof and redemption premium, if any, thereon,
for the further purpose of making and receiving payment of the interest thereon (subject to the
provisions herein that interest is to be paid to the person in whose name the Bond is registered on
the Record Date), and for all other purposes, whether or not such Bond is overdue, and neither the
District nor the Paying Agent/Registrar shall be bound by any notice or knowledge to the contrary.

(b) All payments made to the Owner of a Bond shall be valid and effectual and shall
discharge the liability of the District and the Paying Agent/Registrar upon such Bond to the extent
of the sums paid.

Section 3.06. Registration, Transfer and Exchange.

@ So long as any Bond remains outstanding, the District shall cause the Paying
Agent/Registrar to keep at the Designated Payment/Transfer Office aregister (the “Register”) in
which, subject to such reasonable regulations as it may prescribe, the Paying Agent/Registrar shall
provide for the registration and transfer of Bonds in accordance with this Resolution.

(b) The ownership of a Bond may be transferred only upon the presentation and
surrender of the Bond at the Designated Payment/Transfer Office with such endorsement or other
evidence of transfer asis acceptable to the Paying Agent/Registrar. No transfer of any Bond shall
be effective until entered in the Register.

(c) The Bonds shall be exchangeabl e upon the presentation and surrender thereof at the
Designated/Payment Transfer Office of the Paying Agent/Registrar Office for aBond or Bonds of
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the same maturity and interest rate and in any denomination or denominations of any integra
multiple of $5,000 and in an aggregate principal anount equal to the unpaid principal amount of
the Bonds presented for exchange. The Paying Agent/Registrar is hereby authorized to
authenticate and deliver Bonds exchanged for other Bonds in accordance with this Section.

(d) Each exchange Bond delivered by the Paying Agent/Registrar in accordance with
this Section shall constitute an original contractual obligation of the District and shall be entitled
to the benefits and security of this Resolution to the same extent as the Bond or Bonds in lieu of
which such exchange Bond is delivered.

(e No service charge shal be made to the Owner for the initia registration and any
subsequent transfer or exchange for a different denomination of any of the Bonds. The Paying
Agent/Registrar, however, may require the Owner to pay a sum sufficient to cover any tax or other
governmental charge that is authorized to be imposed in connection with the registration, transfer
or exchange of aBond.

® Neither the District nor the Paying Agent/Registrar shall be required to issue,
transfer or exchange any Bond called for redemption, in whole or in part, where such redemption
is scheduled to occur within 45 caendar days after the transfer or exchange date; provided,
however, such limitation of transfer shall not be applicable to an exchange by the Owner of the
uncalled principal balance of a Bond.

Section 3.07. Cancdllation.

All Bonds paid or redeemed before scheduled maturity in accordance with this Resolution
and al Bonds in lieu of which exchange Bonds or replacement Bonds are authenticated and
delivered in accordance with this Resolution shall be canceled and destroyed upon the making of
proper records regarding such payment, redemption, exchange or replacement. The Paying
Agent/Registrar shall then return such canceled Bonds to the District or may, in accordance with
law, destroy such canceled Bonds and periodically furnish the District with certificates of
destruction of such Bonds.

Section 3.08. Temporary Bonds.

@ Following the delivery and registration of the Initial Bond and pending the
preparation of definitive Bonds, the proper officers of the District may execute and, upon the
District’s request, the Paying Agent/Registrar shall authenticate and deliver, one or more
temporary Bonds that are printed, lithographed, typewritten, mimeographed or otherwise
produced, in any denomination, substantially of the tenor of the definitive Bonds in lieu of which
they are delivered, without coupons, and with such appropriate insertions, omissions, substitutions
and other variations as the officers of the District executing such temporary Bonds may determine,
as evidenced by their signing of such temporary Bonds.

(b) Until exchanged for Bonds in definitive form, such Bonds in temporary form shall
be entitled to the benefit and security of this Resolution.

(© The District, without unreasonable delay, shall prepare, execute and deliver to the
Paying Agent/Registrar, the Bonds in definitive form; thereupon, upon the presentation and
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surrender of the Bond or Bonds in temporary form to the Paying Agent/Registrar, the Paying
Agent/Registrar shall cancel the Bondsin temporary form and authenticate and deliver in exchange
therefor a Bond or Bonds of the same maturity and series, in definitive form, in the authorized
denomination, and in the same aggregate principal amount, as the Bond or Bonds in temporary
form surrendered. Such exchange shall be made without the making of any charge therefor to any
Owner.

Section 3.09. Replacement Bonds.

@ Upon the presentation and surrender to the Paying Agent/Registrar of a mutilated
Bond, the Paying Agent/Registrar shall authenticate and deliver in exchange therefor a
replacement Bond of like tenor and principal amount, bearing a number not contemporaneously
outstanding. The District or the Paying Agent/Registrar may require the Owner of such Bond to
pay asum sufficient to cover any tax or other governmental chargethat isauthorized to beimposed
in connection therewith and any other expenses connected therewith.

(b) In the event that any Bond is lost, apparently destroyed or wrongfully taken, the
Paying Agent/Registrar, pursuant to the applicable laws of the State of Texas and in the absence
of notice or knowledge that such Bond has been acquired by a bona fide purchaser, shall
authenticate and deliver areplacement Bond of like tenor and principal amount, bearing a number
not contemporaneously outstanding, provided that the Owner first complies with the following
requirements:

() furnishes to the Paying Agent/Registrar satisfactory evidence of his or her
ownership of and the circumstances of the loss, destruction or theft of such Bond;

(i) furnishes such security or indemnity as may be required by the Paying
Agent/Registrar to save it and the District harmless;

(iii)  pays all expenses and charges in connection therewith, including, but not
limited to, printing costs, legal fees, fees of the Paying Agent/Registrar and any tax or other
governmental charge that is authorized to be imposed; and

(iv)  satisfies any other reasonable requirements imposed by the District and the
Paying Agent/Registrar.

(c) After the delivery of such replacement Bond, if abonafide purchaser of the original
Bond in lieu of which such replacement Bond was issued presents for payment such origina Bond,
the District and the Paying Agent/Registrar shall be entitled to recover such replacement Bond
from the person to whom it was delivered or any person taking therefrom, except a bona fide
purchaser, and shall be entitled to recover upon the security or indemnity provided therefor to the
extent of any loss, damage, cost or expense incurred by the District or the Paying Agent/Registrar
in connection therewith.

(d) In the event that any such mutilated, lost, apparently destroyed or wrongfully taken
Bond has become or is about to become due and payable, the Paying Agent/Registrar, in its
discretion, instead of issuing a replacement Bond, may pay such Bond if it has become due and
payable, or may pay such Bond when it becomes due and payable.
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(e Each replacement Bond delivered in accordance with this Section shall constitute
an original additional contractual obligation of the District and shall be entitled to the benefits and
security of this Resolution to the same extent as the Bond or Bonds in lieu of which such
replacement Bond is delivered.

Section 3.10. Book-Entry-Only System.

@ The definitive Bonds shall beinitially issued in the form of a separate single fully
registered Bond for each of the maturities thereof. Upon initia issuance, the ownership of each
such Bond shall be registered in the name of Cede & Co., as nominee of DTC, and, except as
provided in Section 3.11 hereof, al of the outstanding Bonds shall be registered in the name of
Cede & Co., asnominee of DTC.

(b) With respect to Bonds registered in the name of Cede & Co., as nhominee of DTC,
the District and the Paying Agent/Registrar shall have no responsibility or obligation to any DTC
Participant or to any person on behalf of whom such a DTC Participant holds an interest in the
Bonds, except as provided in this Resolution. Without limiting the immediately preceding
sentence, the District and the Paying Agent/Registrar shall have no responsibility or obligation
with respect to (i) the accuracy of the records of DTC, Cede & Co. or any DTC Participant with
respect to any ownership interest in the Bonds, (ii) the delivery to any DTC Participant or any
other person, other than an Owner, as shown on the Register, of any notice with respect to the
Bonds, including any notice of redemption, or (iii) the payment to any DTC Participant or any
other person, other than an Owner, as shown in the Register, of any amount with respect to
principa of, premium, if any, or interest on the Bonds. Notwithstanding any other provision of
this Resolution to the contrary, the District and the Paying Agent/Registrar shall be entitled to treat
and consider the person in whose name each Bond is registered in the Register as the absolute
Owner of such Bond for the purpose of payment of principal of, premium, if any, and interest on
the Bonds, for the purpose of giving notices of redemption and other matters with respect to such
Bond, for the purpose of registering transfer with respect to such Bond, and for all other purposes
whatsoever. The Paying Agent/Registrar shall pay all principa of, premium, if any, and interest
on the Bonds only to or upon the order of the respective Owners, as shown in the Register, as
provided in this Resolution, or their respective attorneys duly authorized in writing, and all such
payments shall be valid and effective to fully satisfy and discharge the District’s obligations with
respect to payment of principal of, premium, if any, and interest on the Bonds to the extent of the
sum or sums so paid. No person other than an Owner, as shown in the Register, shall receive a
Bond certificate evidencing the obligation of the District to make payments of amounts due
pursuant to this Resolution. Upon delivery by DTC to the Paying Agent/Registrar of written notice
to the effect that DTC has determined to substitute a new nominee in place of Cede & Co., and
subject to the provisions in this Resolution with respect to interest checks or drafts being mailed
to theregistered Owner at the close of business on the Record Date, theword “Cede & Co.” inthis
Resolution shall refer to such new nominee of DTC.

Section 3.11. Successor Securities Depository; Transfer Outside Book-Entry Only
System.

In the event that the District or the Paying Agent/Registrar determines that DTC is
incapable of discharging its responsibilities described herein and in the Representation Letter, and
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that it is in the best interest of the beneficial owners of the Bonds that they be able to obtain
certificated Bonds, or in the event DTC discontinues the services described herein, the District or
the Paying Agent/Registrar shall (i) appoint a successor securities depository, qualified to act as
such under Section 17(a) of the Securities and Exchange Act of 1934, as amended, notify DTC
and DTC Participants, as identified by DTC, of the appointment of such successor securities
depository and transfer one or more separate Bonds to such successor securities depository or (i)
notify DTC and DTC Participants, asidentified by DTC, of the availability through DTC of Bonds
and transfer one or more separate Bonds to DTC Participants having Bonds credited to their DTC
Accounts, as identified by DTC. In such event, the Bonds shall no longer be restricted to being
registered in the Register in the name of Cede & Co., as nominee of DTC, but may be registered
in the name of the successor securities depository, or its nominee, or in whatever name or names
Owners transferring or exchanging Bonds shall designate, in accordance with the provisions of
this Resolution.

Section 3.12. Paymentsto Cede & Co.

Notwithstanding any other provision of this Resolution to the contrary, so long as any
Bonds are registered in the name of Cede & Co., as hominee of DTC, all payments with respect to
principa of, premium, if any, and interest on such Bonds, and all notices with respect to such
Bonds, shall be made and given, respectively, in accordance with the agreement between the
District and DTC.

ARTICLE IV
REDEMPTION OF BONDS BEFORE MATURITY

Section 4.01. Limitation on Redemption.

The Bonds shall be subject to redemption before scheduled maturity only as provided in
thisArticle V.

Section 4.02. Optional Redemption.

@ The District reserves the option to redeem Bonds maturing on and after August 1,
2027, inwhole or in part, before their respective maturity dates, on August 1, 2026 or on any date
thereafter, such redemption date or datesto befixed by the District, at aprice equal to the principal
amount of the Bonds called for redemption plus accrued interest to the date fixed for redemption.

(b) The District, at least 45 days before the redemption date, unless a shorter period
shall be satisfactory to the Paying Agent/Registrar, shall notify the Paying Agent/Registrar of such
redemption date and of the principal amount of Bonds to be redeemed.

Section 4.03. [Reserved].

Section 4.04. Partial Redemption.

@ If lessthan all of the Bonds areto be redeemed pursuant to Section 4.02, the District
shall determine the amounts and maturities thereof to be redeemed and, if lessthan all of the Bonds
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of a stated maturity are to be redeemed, the District shall direct the Paying Agent/Registrar to call
by lot Bonds, or portions thereof within such maturity and in such principal amounts, for
redemption.

(b) A portion of asingle Bond of adenomination greater than $5,000 may be redeemed,
but only in a principal amount equal to $5,000 or any integral multiple thereof. If suchaBondis
to be partially redeemed, the Paying Agent/Registrar shall treat each $5,000 portion of aBond as
though it were a single bond for purposes of selection for redemption.

(© Upon surrender of any Bond for redemption in part, the Paying Agent/Registrar, in
accordance with Section 3.06 of this Resolution, shall authenticate and deliver an exchange Bond
or Bonds in an aggregate principal amount equal to the unredeemed portion of the Bond so
surrendered.

(d) The Paying Agent/Registrar shall promptly notify the District in writing of the
principa amount to be redeemed of any Bond as to which only a portion thereof isto be redeemed.

Section 4.05. Notice of Redemption to Owners.

@ The Paying Agent/Registrar shall give notice of any redemption of Bonds by
sending notice by first class United States mail, postage prepaid, not less than 30 days before the
date fixed for redemption, to the Owner of each Bond (or part thereof) to be redeemed, at the
address shown in the Register.

(b) The notice shall state the redemption date, the redemption price, the place at which
the Bonds are to be surrendered for payment, and, if less than all the Bonds outstanding are to be
redeemed, an identification of the Bonds or portions thereof to be redeemed.

(© Any notice given as provided in this Section shall be conclusively presumed to have
been duly given, whether or not the Owner receives such notice.

Section 4.06. Payment Upon Redemption.

@ Before or on each redemption date, the District shall deposit with the Paying
Agent/Registrar money sufficient to pay al amounts due on the redemption date and the Paying
Agent/Registrar shall make provision for the payment of the Bonds to be redeemed on such date
by setting aside and holding in trust an amount from the Interest and Sinking Fund or otherwise
received by the Paying Agent/Registrar from the District and shall use such funds solely for the
purpose of paying the principal of, redemption premium, if any, and accrued interest on the Bonds
being redeemed.

(b) Upon presentation and surrender of any Bond called for redemption at the
Designated Payment/Transfer Office on or after the date fixed for redemption, the Paying
Agent/Registrar shall pay the principal of, redemption premium, if any, and accrued interest on
such Bond to the date of redemption from the money set aside for such purpose.
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Section 4.07. Effect of Redemption.

@ Notice of redemption having been given as provided in Section 4.05 of this
Resolution, and subject, in the case of optional redemption under Section 4.02, to any conditions
or rights reserved by the District under Section 4.08, the Bonds or portions thereof called for
redemption shall become due and payabl e on the date fixed for redemption and, unless the District
defaults in the payment of the principal thereof, redemption premium, if any, or accrued interest
thereon, such Bonds or portions thereof shall cease to bear interest from and after the date fixed
for redemption, whether or not such Bonds are presented and surrendered for payment on such
date.

(b) If the District shall fail to make provision for payment of al sums due on a
redemption date, then any Bond or portion thereof shall continue to bear interest at the rate stated
on the Bond until due provision is made for the payment of same.

Section 4.08. Conditional Notice of Redemption.

The District reserves the right, in the case of an optional redemption pursuant to
Section 4.02 herein, to give notice of its election or direction to redeem Bonds conditioned upon
the occurrence of subsequent events. Such notice may state (i) that the redemption is conditioned
upon the deposit of moneys and/or authorized securities, in an amount equa to the amount
necessary to effect the redemption, with the Paying Agent/Registrar, or such other entity as may
be authorized by law, no later than the redemption date, or (ii) that the District retains the right to
rescind such notice at any time on or prior to the scheduled redemption dateif the District delivers
acertificate of the District to the Paying Agent/Registrar instructing the Paying Agent/Registrar to
rescind the redemption notice and such notice and redemption shall be of no effect if such moneys
and/or authorized securities are not so deposited or if the notice is rescinded. The Paying
Agent/Registrar shall give prompt notice of any such rescission of a conditional notice of
redemption to the affected Owners. Any Bonds subject to conditional redemption and such
redemption has been rescinded shall remain Outstanding and the rescission of such redemption
shall not constitute an event of default. Further, in the case of a conditional redemption, the failure
of the District to make moneys and or authorized securities available in part or in whole on or
before the redemption date shall not constitute an event of default.

ARTICLEV

PAYING AGENT/REGISTRAR

Section 5.01. Appointment of Initial Paying Agent/Reqistrar.

The Bank of New York Mellon Trust Company, N.A. is hereby appointed as the initial
Paying Agent/Registrar for the Bonds.

Section 5.02. Qualifications.

Each Paying Agent/Registrar shall be acommercial bank, atrust company organized under
the laws of the State of Texas, or any other entity duly qualified and legally authorized to serve as
and perform the duties and services of paying agent and registrar for the Bonds.
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Section 5.03. Maintaining Paying Agent/Reqistrar.

@ At al times while any Bonds are outstanding, the District will maintain a Paying
Agent/Registrar that is qualified under Section 5.02 of this Resolution. The Executive Director or
the President is hereby authorized and directed to execute an agreement with the Paying
Agent/Registrar specifying the duties and responsibilities of the District and the Paying
Agent/Registrar, in substantially the form presented to and hereby approved by the Board.

(b) If the Paying Agent/Registrar resigns or otherwise ceases to serve as such, the
District will promptly appoint a replacement.

Section 5.04. Termination.

The District, upon not less than 60 days notice, reserves the right to terminate the
appointment of any Paying Agent/Registrar by delivering to the entity whose appointment isto be
terminated written notice of such termination; provided, that no such termination shall be effective
until asuccessor Paying Agent/Registrar has been appointed and has accepted the duties of Paying
Agent/Registrar for the Bonds.

Section 5.05. Notice of Change to Owners.

Promptly upon each change in the entity serving as Paying Agent/Registrar, the District
will cause notice of the change to be sent to each Owner by first class United States mail, postage
prepaid, at the address in the Register, stating the effective date of the change and the name and
mailing address of the replacement Paying Agent/Registrar.

Section 5.06. Agreement to Perform Duties and Functions.

By accepting the appointment as Paying Agent/Registrar, and executing the Paying
Agent/Registrar Agreement, the Paying Agent/Registrar isdeemed to have agreed to the provisions
of this Resolution and that it will perform the duties and functions of Paying Agent/Registrar
prescribed thereby.

Section 5.07. Dedlivery of Records to Successor.

If a Paying Agent/Registrar is replaced, such Paying Agent, promptly upon the
appointment of the successor, will deliver the Register (or a copy thereof) and all other pertinent
books and records relating to the Bonds to the successor Paying Agent/Registrar.

ARTICLE VI

FORM OF THE BONDS

Section 6.01. Form Generally.

@ The Bonds, including the Registration Certificate of the Comptroller of Public
Accounts of the State of Texas, the Certificate of the Paying Agent/Registrar and the Assignment
form to appear on each of the Bonds, (i) shall be substantially in the preliminary form set forth in
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this Article with such appropriate insertions, omissions, substitutions and other variations as are
permitted or required by this Resolution, and (ii) may have such letters, numbers or other marks
of identification (including identifying numbers and letters of the Committee on Uniform
Securities Identification Procedures of the American Bankers Association) and such legends and
endorsements (including any reproduction of an opinion of counsel) thereon as, consistently
herewith, may be determined by the District or by the officers executing such Bonds, as evidenced
by their execution thereof.

(b) Any portion of the text of any Bonds may be set forth on the reverse side thereof,
with an appropriate reference thereto on the face of the Bonds.

(© The definitive Bonds, if any, shal be typewritten, printed, lithographed or
engraved, and may be produced by any combination of these methods or produced in any other
similar manner, al as determined by the officers executing such Bonds, as evidenced by their
execution thereof.

(d) The Initial Bond submitted to the Attorney Genera of the State of Texas may be
typewritten and photocopied or otherwise reproduced.

Section 6.02. Form of the Bonds.

The preliminary form of the Bonds, including the form of the Registration Certificate of
the Comptroller of Public Accounts of the State of Texas, the form of Certificate of the Paying
Agent/Registrar and the form of Assignment appearing on the Bonds, shall be substantially as
follows:
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@ Form of Bonds.

REGISTERED REGISTERED
No. $

United States of America
State of Texas
COUNTY OF DENTON
UPPER TRINITY REGIONAL WATER DISTRICT
REGIONAL TREATED WATER SUPPLY SYSTEM REVENUE BOND
SERIES 2015A

INTEREST
INTEREST RATE: MATURITY DATE: ACCRUAL DATE: CUSIPNUMBER:

% August 1, , 2023°

The Upper Trinity Regional Water District (the “District”), in the County of Denton, State
of Texas, for value received, hereby promises to pay to

or registered assigns, but solely from the sources and in the manner hereinafter provided, on the
Maturity Date specified above, the sum of

DOLLARS

unless this Bond shall have been sooner called for redemption and the payment of the principal
hereof shall have been paid or provided for, and to pay interest on such principal amount from the
later of the Dated Date stated above or the most recent interest payment date to which interest has
been paid or provided for until maturity or prior redemption, at the per annum rate of interest
specified above, computed on the basis of a 360-day year of twelve 30-day months, such interest
to be paid semiannually on February 1 and August 1 of each year, commencing on the first
February 1 or August 1 following the Interest Accrua Date.

The principa of this Bond shall be payable without exchange or collection charges in
lawful money of the United States of America upon presentation and surrender of this Bond at the
corporate trust office in Dallas, Texas (the “Designated Payment/Transfer Office”) of The Bank
of New York Melon Trust Company, N.A., as Paying Agent/Registrar, or the designated
payment/transfer office of any successor Paying Agent/Registrar. Interest on thisBond is payable
by check dated as of the interest payment date, mailed on or before such interest payment date, by
first class United States mail, postage prepaid, by the Paying Agent/Registrar to the registered
owner at the address shown on the registration books kept by the Paying Agent/Registrar, or by

" The “Interest Accrual Date” means the earlier of (i) , 2023 or (ii) the date the construction
of the District’s Lake Ralph Hall reservoir project for the System is completed as evidenced by an
engineer’ s certificate acceptabl e to the Texas Water Development Board.
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such other customary banking arrangement acceptable to the Paying Agent/Registrar and the
person to whom interest is to be paid; provided, however, that such person shall bear all risk and
expenses of such customary banking arrangement. For the purpose of the payment of interest on
this Bond, the registered owner shall be the person in whose name this Bond is registered at the
close of business on the “Record Date,” which shall be the fifteenth day of the month next
preceding such interest payment date. However, inthe event that interest is not paid on ascheduled
payment date and remains unpaid for 30 days thereafter, a new record date for such interest
payment (a“ Special Record Date”) will be established by the Paying Agent/Registrar, if and when
funds for the payment of such interest have been received from the District. Notice of the Specia
Record Date and of the scheduled payment date of the past due interest (the “Special Payment
Date,” which date shall be at least 15 days after the Special Record Date) shall be sent at |east five
business days prior to the Special Record Date by United States mail, first class, postage prepaid,
to the address of each registered owner of a Bond appearing on the books of the Paying
Agent/Registrar at the close of business on the last business day preceding the date of mailing of
such notice.

So long as the Texas Water Development Board is the Owner of the Bonds, payments of
interest and principa shall be made in wire transfer form at no cost to Texas Water Devel opment
Board.

If the date for the payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, legal holiday or day on which banking institutions in the city in which the Paying
Agent/Registrar is located are required or authorized by law or executive order to close, the date
for such payment shall be the next succeeding day which is not a Saturday, Sunday, legal holiday
or day on which such banking institutions are required or authorized to close and payment on such
date shall for al purposes be deemed to have been made on the original date payment was due.

This Bond is one of the series of fully registered bonds specified in its title issued in the
aggregate principal amount of $29,115,000 (herein referred to as the “Bonds”) issued pursuant to
aresolution adopted by the governing body of the District (the “Resolution™), for the purposes of
() paying the costs of the Project and (ii) paying the costs of issuing the Bonds. The Bonds shall
be dated , 2015.

The Bonds constitute specia obligations of the District and, together with any of the
outstanding Parity Bonds (as defined in the Resolution), are payable solely from and equally
secured by afirst lien on and pledge of Pledged Revenues, such lien and pledge being superior to
the lien on and pledge of the Pledged Revenues made for the payment of Subordinate Lien
Obligations (asdefined in the Resolution). The Bonds do not constitute alegal or equitable pledge,
charge, lien or encumbrance upon any property of the District or the System, except with respect
to the Pledged Revenues.

The District expressly reserves theright to issue Additional Bondsin al things on a parity
with the Bonds and the outstanding Parity Bonds, payable solely from and equally secured by a
lien on and pledge of the Pledged Revenues; provided, however, that any and all such additional
obligations may be so issued only in accordance with and subject to the covenants, conditions,
limitations and restrictions relating thereto which are set out and contained in the Resolution to
which reference is hereby made for more complete and full particulars.
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The District has reserved the option to redeem the Bonds maturing on or after August 1,
2027, in whole or in part, before their respective scheduled maturity dates on August 1, 2026, or
on any date thereafter, a a price equa to the principal amount of the Bonds so caled for
redemption plus accrued interest to the date fixed for redemption. If lessthan all of the Bonds are
to be redeemed, the District shall determine the amounts and maturities thereof to be redeemed
and, if less than al of the Bonds of a stated maturity are to be redeemed, the District shall direct
the Paying Agent/Registrar to call by lot Bonds, or portions thereof within such maturity and in
such amounts, for redemption.

Notice of such redemption or redemptions shall be given by first class mail, postage
prepaid, not less than 30 days before the date fixed for redemption, to the registered owner of each
of the Bonds to be redeemed in whole or in part. Notice having been so given, the Bonds or
portions thereof designated for redemption shall become due and payable on the redemption date
specified in such notice; and, from and after such date, notwithstanding that any of the Bonds or
portions thereof so called for redemption shall not have been surrendered for payment, interest on
such Bonds or portions thereof shall cease to accrue.

The District reserves the right, in the case of an optional redemption pursuant to the
Resolution, to give notice of its election or direction to redeem Bonds conditioned upon the
occurrence of subsequent events. Such notice may state (i) that the redemption is conditioned
upon the deposit of moneys and/or authorized securities, in an amount equa to the amount
necessary to effect the redemption, with the Paying Agent/Registrar, or such other entity as may
be authorized by law, no later than the redemption date, or (ii) that the District retains the right to
rescind such notice at any time on or prior to the scheduled redemption dateif the District delivers
acertificate of the District to the Paying Agent/Registrar instructing the Paying Agent/Registrar to
rescind the redemption notice and such notice and redemption shall be of no effect if such moneys
and/or authorized securities are not so deposited or if the notice is rescinded. The Paying
Agent/Registrar shall give prompt notice of any such rescission of a conditional notice of
redemption to the affected Owners. Any Bonds subject to conditional redemption and such
redemption has been rescinded shall remain Outstanding and the rescission of such redemption
shall not constitute an event of default. Further, in the case of a conditional redemption, the failure
of the District to make moneys and or authorized securities available in part or in whole on or
before the redemption date shall not constitute an event of default.

Asprovided in the Resolution, and subject to certain limitations therein set forth, thisBond
istransferable upon surrender of this Bond for transfer at the Designated Payment/Transfer Office
with such endorsement or other evidence of transfer asis acceptabl e to the Paying Agent/Registrar;
thereupon, one or more new fully registered Bonds of the same stated maturity, of authorized
denominations, bearing the same rate of interest, and for the same aggregate principal amount will
be issued to the designated transferee or transferees.

The Didtrict, the Paying Agent/Registrar and any other person may treat the person in
whose name this Bond is registered as the owner hereof for the purpose of receiving payment as
herein provided (except interest shall be paid to the person in whose name this Bond is registered
on the “Record Date” or “ Special Record Date,” as applicable) and for al other purposes, whether
or not this Bond be overdue, and neither the District, the Paying Agent/Registrar nor any other
person shall be affected by notice to the contrary.
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Neither the District nor the Paying Agent/Registrar shall be required to issue, transfer or
exchange any Bond called for redemption where such redemption is scheduled to occur within 45
calendar days of the transfer or exchange date; provided, however, such limitation shall not be
applicable to an exchange by the registered owner of the uncalled principa balance of a Bond.

ITISHEREBY CERTIFIED AND RECITED that theissuance of this Bond and the series
of which it isa part is duly authorized by law; that all acts, conditions and things required to be
done precedent to and in the issuance of the Bonds to render the same lawful and valid have been
properly done and have happened in regular and due time, form and manner as required by law;
that the Bonds do not exceed any constitutional or statutory limitation; and that provision has been
made for the payment of the principal of and interest on the Bonds by irrevocably pledging the
Pledged Revenues, as hereinabove recited.

The owner hereof shall never have the right to demand payment of this Bond out of any
funds raised or to be raised by taxation by the District, other than certain amounts payable under
certain of the Treated Water Supply Contracts.

IN WITNESS WHEREOF, the District has caused this Bond to be executed in its name by
the manual or facsimile signature of the President of the District and countersigned by the manual
or facsimile signature of the Secretary, and the official seal of the District has been duly impressed
or placed in facsimile on this Bond.

President, Board of Directors,
Upper Trinity Regional Water District
ATTEST:

Secretary, Board of Directors,
Upper Trinity Regional Water District

[SEAL]

-23-
#4898063.1



(b) Form of Comptroller’s Registration Certificate.

The following Comptroller’s Registration Certificate may be deleted from the definitive
Bonds if such Certificate on the Initial Bond isfully executed.

OFFICE OF THE COMPTROLLER 8§
OF PUBLIC ACCOUNTS § REGISTER NO.
OF THE STATE OF TEXAS 8§

| hereby certify that there is on file and of record in my office a certificate of the Attorney
Generd of the State of Texasto the effect that this Bond has been examined by him as required by
law, that he finds that it has been issued in conformity with the Constitution and laws of the State
of Texas, and that it isavalid and binding special obligation of the Upper Trinity Regional Water
District payable from the revenues pledged to its payment by and in the resolution authorizing
same and that said Bond has this day been registered by me.

Witness my hand and seal of office at Austin, Texas,

Comptroller of Public Accounts
of the State of Texas
[SEAL]

(c) Form of Certificate of Paying Agent/Registrar.

The following Certificate of Paying Agent/Registrar may be deleted from the Initial Bond
if the executed Comptroller’ s Registration Certificate appears thereon.

CERTIFICATE OF PAYING AGENT/REGISTRAR

Therecords of the Paying Agent/Registrar show that the Initial Bond of this series of bonds
was approved by the Attorney General of the State of Texas and registered by the Comptroller of
Public Accounts of the State of Texas, and that this is one of the Bonds referred to in the within
mentioned Ordinance.

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A.
as Paying Agent/Registrar

Dated: By:
Authorized Signatory
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(d) Form of Assignment.

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers unto (print or

typewrite name, address and Zip Code of transferee):

(Social

rights hereunder and hereby irrevocably constitutes and appoints

Security or other identifying number: ) the within Bond and all

attorney to transfer the within Bond on the books kept for registration hereof, with full power of
substitution in the premises.

Dated:
Signature Guaranteed By:

NOTICE: The signature on this Assignment
must correspond with the name of the
registered owner as it appears on the face of
the within Bond in every particular and must

Authorized Signatory be guaranteed in a manner acceptable to the

Paying Agent/Registrar.

(e The Initial Bond shall be in the form set forth in paragraphs (@) through (d) of this

Section, except for the following alterations:

(1) immediately under the name of the Bond, the headings “INTEREST
RATE” and “MATURITY DATE” shal both be completed with the words “As shown
below” and the heading “CUSIP NUMBER” shall be deleted; and

(i) inthefirst paragraph of the Bond, the words “on the Maturity Date specified
above” shall be deleted and the following will be inserted: “on August 1 in each of the
years, in principal installments, and bearing interest at the per annum rates in accordance
with the following schedule:

Y ears Principa Installments Interest Rates

(Information to be inserted from
Section 3.02(b))

Section 6.03. CUSIP Reqgistration.

The District may secure identification numbers through the CUSIP Service Bureau

Division of Standard & Poor’s Corporation, New Y ork, New Y ork, and may authorize the printing
of such numbers on the face of the Bonds. It isexpressly provided, however, that the presence or
absence of CUSIP numbers on the Bonds shall be of no significance or effect asregardsthelegality
thereof and neither the District nor Co-Bond counsel to the District are to be held responsible for
CUSIP numbersincorrectly printed on the Bonds.

#4898063.
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Section 6.04. Legal Opinion.

The approving legal opinions of Bracewell & Giuliani LLP and Boyle & Lowry, L.L.P.,
Co-Bond Counsel, respectively, may be printed on the reverse side of each Bond over the
certification of the Secretary of the District, which may be executed in facsimile.

Section 6.05. Statement of Insurance.

A statement relating to amunicipal bond insurance policy, if any, to beissued for the Bonds
may be printed on or attached to each Bond.

ARTICLE VII
FUNDS AND ACCOUNTS

Section 7.01. Revenue Fund.

TheDistrict hereby confirmsthe creation and establishment of the“ Upper Trinity Regional
Water District Regiona Treated Water Supply System Revenue Fund” (the “Revenue Fund”) to
be maintained on the books of the District, and accounted for separate and apart from all other
funds of the District so long as any of the Parity Bonds are outstanding. All Gross Revenues of
the System (excepting investment interest and income from the Interest and Sinking Fund and
Reserve Fund) shall be credited to the Revenue Fund immediately upon receipt. All Operation
and Maintenance Expenses of the System shall be paid from such amounts credited to the Revenue
Fund as afirst charge against same.

Section 7.02. Interest and Sinking Fund.

For the sole purpose of paying the principal of and interest on the Parity Bonds, the District
hereby confirms the creation and establishment on the books of the District, and there shall be
maintained so long as any of the Parity Bonds remain outstanding, accounted for separate and apart
from all other funds of the District, a separate fund entitled the “Upper Trinity Regional Water
District Regional Treated Water Supply System Revenue Bonds Interest and Sinking Fund” (the
“Interest and Sinking Fund”).

Section 7.03. Reserve Fund.

The District hereby confirms the creation and establishment on the books of the District,
to be maintained so long as any Parity Bonds remain outstanding, a separate fund to be entitled the
“Upper Trinity Regional Water District Regional Treated Water Supply System Revenue Bonds
Reserve Fund” (the “Reserve Fund”). The Reserve Fund shall be used solely to pay the principal
of and interest on any Parity Bonds when and to the extent the amounts in the Interest and Sinking
Fund available for such payment are insufficient for such purpose, and may be used for the purpose
of finally retiring the last of any Parity Bonds.
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Section 7.04. |Issuance Costs Fund.

@ Thereis hereby established a separate fund entitled “ Upper Trinity Regional Water
District Regiona Treated Water Supply System Revenue Bonds, Series 2015A Issuance Costs
Fund” (the “Issuance Costs Fund’). Amounts on deposit in the Issuance Costs Fund shall be
applied by the District to pay the costs of issuing the Bonds.

(b) All amounts remaining in the Issuance Costs Fund after the payment of costs of
issuance and in any event no later than six months after the Closing Date, including investment
earnings of the Issuance Costs Fund, shall be deposited to the Interest and Sinking Fund and shall
be used to pay debt service on or redeem Bonds.

Section 7.04A.Project Fund. There is hereby established a separate fund entitled “ Upper
Trinity Regional Water District Regional Treated Water Supply System Revenue Bonds, Series
2015A Project Fund” (the “Project Fund’). Amounts on deposit in the Project Fund shall be
applied by the District to pay the costs of the Project.

Section 7.05. Deposits of Pledged Revenues.

Pledged Revenues shall be credited to or deposited in the Interest and Sinking Fund, the
Reserve Fund and other funds when and as required by this Resolution and any resolution
authorizing the issuance of any Parity Bonds.

Section 7.06. Investments.

To the extent authorized by the Public Funds Investment Act, Chapter 2256, Texas
Government Code, as amended, money in any Fund established pursuant to this Resolution or any
resol ution authorizing the issuance of any Parity Bonds, may, at the option of the District, be placed
in time deposits or certificates of deposit secured by obligations of the type hereinafter described,
or be invested in direct obligations of the United States of America or obligations guaranteed or
insured by the United States of America, which, in the opinion of the Attorney Genera of the
United States, are backed by itsfull faith and credit or represent its general obligations, or invested
in obligations of instrumentalities of the United States of America, including, but not limited to,
evidences of indebtedness issued, insured, or guaranteed by such governmental agencies as the
Federal Land Banks, Federal Intermediate Credit Banks, Banks for Cooperatives, Federal Home
Loan Banks, Government National Mortgage Association, United States Postal Service, Farmers
Home Administration, Federal Home Loan Mortgage Association, Small Business Administration,
Federal Housing Association, or Participation Certificates in the Federal Assets Financing Trust;
provided that all such deposits and investments shall be madein such manner aswill, inthe opinion
of the District, permit the money required to be expended from any Fund to be available at the
proper time or times as expected to be needed. Such investments (except United States Treasury
Obligations--State and Local Government Seriesinvestments held in book entry form, which shall
at al times be valued at cost) shall be valued in terms of current market value as of the last day of
each fiscal year. Unless otherwise set forth herein, al interest and income derived from such
deposits and investments immediately shall be credited to, and any losses debited to, the Fund
from which the deposit or investment was made, and surpluses in any Fund shall or may be
disposed of as hereinafter provided. Such investments shall be sold promptly when necessary to
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prevent any default in connection with the Bonds and any Additional Bonds consistent with the
respective resolutions authorizing their issuance.

Section 7.07. Funds Secured.

Money in al Funds created or confirmed by this Resolution, to the extent not invested,
shall be secured in the manner prescribed by law.

Section 7.08. Priority of Deposits and Payments from Revenue Fund.

The District shall make all deposits and payments from the Pledged Revenues in the
Revenue Fund when and as required by this Resolution or resolutions authorizing Parity Bonds
and such deposits shal be made in the following manner and with the following irrevocable
priorities, respectively:

First to the Interest and Sinking Fund, when and in the amounts required by
this Resolution, and any resolution authorizing the Parity Bonds,

Second to the Reserve Fund, when and in the amounts required by this Resolution
and any resolution authorizing the Parity Bonds; and

Third to the Note Payment Fund in accordance with the terms and conditions of
the Commercial Paper Notes Resolution and any fund established by a
resolution authorizing the issuance of additiona Subordinate Lien
Obligations.

Section 7.09. Interest and Sinking Fund Requirements.

@ Promptly after the delivery of the Bonds the District shall cause to be deposited to
the credit of the Interest and Sinking Fund any accrued interest received from the sale and delivery
of the Bonds, and premium to the extent not deposited to the Escrow Fund, if any, and any such
deposit shall be used to pay a portion of the interest next coming due on the Bonds.

(b) In addition to the amounts required by the resol utions authorizing the Parity Bonds,
the District shall transfer from the Pledged Revenues and deposit to the credit of the Interest and
Sinking Fund the amounts, at the times, as follows:

(1) such amounts, deposited in approximately equal monthly installments on or
before the 25th day of each month hereafter, commencing with the month during which
the Bonds are delivered, or the month thereafter if delivery is made after the 25th day
thereof, as will be sufficient, together with other amounts, if any, then on hand in the
Interest and Sinking Fund and available for such purpose, to pay interest scheduled to
accrue and come due on the Bonds on the next succeeding Interest Payment Date; and

(i) such amounts, deposited in approximately equal monthly installments on or
before the 25th day of each month hereafter, commencing with the month during which
the Bonds are delivered, or the month thereafter if delivery is made after the 25th day
thereof, as will be sufficient, together with other amounts, if any, then on hand in the
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Interest and Sinking Fund and available for such purpose, to pay principal scheduled to
mature and come due on the Bonds on the next succeeding principal payment date.

Section 7.10. Reserve Fund Reguirements.

@ The Digtrict shall maintain in the Reserve Fund an amount of money and
investments equal to the average annua principal and interest requirements of the Parity Bonds
(the “Required Reserve Amount”). After the delivery of any Additional Bonds, the District shall
cause the Reserve Fund to be increased, if and to the extent necessary, so that such Fund will
contain an amount of money and investments equal to the Required Reserve Amount. Any
increase in the Required Reserve Amount may be funded from Pledged Revenues or from proceeds
from the sale of any Additional Bonds, or any other available source or combination of sources.
All or any part of the Required Reserve Amount not funded initially and immediately after the
delivery of any installment or issue of Additional Bonds shall be funded, within not more than five
years from the date of such delivery, by deposits of Pledged Revenues in approximately equa
monthly installments on or before the 25th day of each month. Principal amounts of any
Additional Bonds which must be redeemed pursuant to any applicable mandatory redemption
requirements shall be deemed to be maturing amounts of principal for the purpose of calculating
principa and interest requirements on such bonds. When and so long as the amount in the Reserve
Fund is not less than the Required Reserve Amount no deposits shall be made to the credit of the
Reserve Fund; but when and if the Reserve Fund at any time contains less than the Required
Reserve Amount, then the District shall transfer from Pledged Revenuesin the Revenue Fund, and
deposit to the credit of the Reserve Fund, monthly on or before the 25th day of each month, a sum
equal to 1/60th of the Required Reserve Amount, until the Reserve Fund isrestored to the Required
Reserve Amount. The District specifically covenants that when and so long as the Reserve Fund
contains the Required Reserve Amount, the District shall cause al interest and income derived
from the deposit or investment of the Reserve Fund to be deposited to the credit of the Revenue
Fund.

(b) The District shall determine the amount required to be on deposit in the Reserve
Fund after the issuance of the Bonds, which sum shall be not | ess than the average annual principal
and interest requirements for the payment of the Bonds and any Outstanding Parity Bonds. The
District shall deposit to the Reserve Fund out of the proceeds of the Bonds, or from Pledged
Revenues in accordance with the provisions hereof until the Reserve Fund contains the Reserve
Fund Requirement, as set forth in the Pricing Certificate.

(c) At such time as the District’s Regiona Treated Water Supply System Revenue
Bonds, Series 1999, Series 2000A, Series 2000B, Series 2001, Series 2002 and Series 2004 are no
longer outstanding and payment thereof has been made or provided for, the provisions of this
subparagraph (c) and of subparagraph (d), (€) and (f) of this Section 7.10 shall apply. To the extent
permitted by, and in accordance with applicable law and upon approva of the Attorney General
of the State of Texas, the District may substitute a Credit Facility for cash or investment securities
on deposit in the Reserve Fund or in substitution or replacement of any existing Credit Facility.
Upon such replacement or substitution, cash or investment securities of any of the types permitted
by Section 7.06 hereof, on deposit in the Reserve Fund which, taken together with the face amount
of any existing Credit Facilities, are in excess of the Required Reserve Amount may be withdrawn
by the District, at its option, and transferred to the Revenue Fund; provided, however, that the face
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amount of any Credit Facility may be reduced at the option of the District in lieu of such transfer.
However, to the extent such surplus monies constitute bond proceeds, including interest and
income derived therefrom, such amounts shall not be deposited to the Revenue Fund and shall
only be used for the purposes for which bond proceeds may be used, including any interest due on
any reimbursement obligation under the Credit Facility shall not exceed the highest lawful rate of
interest which may be paid by the District.

(d) If the District is required to make a withdrawal from the Reserve Fund for any of
the purposes described in this Section 7.10, the District shall promptly notify the issuer of such
Credit Facility of the necessity for awithdrawal from the Reserve Fund for any such purposes, and
shall make such withdrawal first from available moneys or investment securities then on deposit
in the Reserve Fund, and next from a drawing under any Credit Facility to the extent of such
deficiency. In the event that on the date of termination or expiration of any Credit Facility there
is not on deposit in the Reserve Fund an amount, in cash or investment securities, equal to the
Required Reserve Amount, then, after making required deposits to the Interest and Sinking Fund,
the District shall deposit to the Reserve Fund from the first available Pledged Revenues amounts
necessary to satisfy the Required Reserve Amount; provided, however, the District shall cause any
such deficiency to be cured by making monthly installments of at least 1/60th of the Required
Reserve Amount on or before the 25th day of each month following such deficiency.

(e In the event there is adraw upon the Credit Facility, the District shall reimburse the
issuer of such Credit Facility for such draw in accordance with theterms of any agreement pursuant
to which the Credit Facility isissued from Pledged Revenues; however, such reimbursement from
Pledged Revenues shall be subject to the provisions of subparagraph (f) hereof, and shall be
subordinate and junior in right of payment to the payment of principal of and premium, if any, and
interest on the Parity Bonds.

()] In the event of the payment, redemption or defeasance of any Parity Bonds, cash
and investment obligations on deposit in the Reserve Fund in excess of the Required Reserve
Amount may be withdrawn and transferred, at the option of the District, to the Revenue Fund, as
aresult of such payment, redemption, defeasance or discharge of such Parity Bonds. However, to
the extent such excess cash and investments consist of bond proceeds, including earnings thereon,
such amounts shall not be deposited to the Revenue Fund and shall be used only for the purposes
for which bond proceeds may be used.

Section 7.11. Deficiencies; Excess Pledged Revenues.

@ If on any occasion there shall not be sufficient Pledged Revenues to make the
required deposits into the Interest and Sinking Fund or the Reserve Fund, such deficiency shall be
made up as soon as possible from the next available Pledged Revenues.

(b) Subject to making the required depositsto the credit of the various Funds when and
as required by this Resolution, any resolution authorizing the issuance of any Additiona Bonds,
the Commercial Paper Notes Resolution, and any resolution authorizing the issuance of additional
Subordinate Lien Obligations, any surplus Pledged Revenues may be used by the District for any
lawful purpose.
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ARTICLE VI
SALE AND DELIVERY OF BONDS; DEPOSIT OF PROCEEDS,
APPROVAL OF ESCROW AGREEMENT;
APPROVAL OF PRIVATE PLACEMENT MEMORANDUM

Section 8.01. Sde of Bonds; Private Placement Memorandum.

@ The Bonds are hereby officially sold and awarded to the Texas Water Devel opment
Board (the “Purchaser”) at a price equal to the principal amount thereof pursuant to the terms of
the commitment issued by the Purchaser. It is hereby officially found, determined and declared
that the terms of this sale are the most advantageous reasonably available. TheBondsshall initially
be registered in the name of such Purchaser, or its designee.

(b) Theform and substance of the Private Placement Memorandum for the Bonds dated
, 2015, and any addenda, supplement or amendment thereto (the “Private
Placement Memorandum”), presented to and considered at this meeting, are hereby in all respects
approved and adopted. The proper officias of the District are hereby authorized to execute such
Private Placement Memorandum as prescribed therein.

(© The President of the Board, the Executive Director and all other officers of the
District are authorized to take such actions, to obtain such consents or approvals and to execute
such documents, certificates and receipts as they may deem necessary and appropriate in order to
consummate the delivery of the Bonds, to pay the costs of issuance of the Bonds, and to effectuate
the terms and provisions of this Resolution.

(d) All officers of the District are authorized to execute such documents, certificates
and receipts as they may deem appropriate in order to consummate the delivery of the Bonds in
accordance with the terms of sale therefor. The appropriate officer of the District is hereby
authorized and directed to issue acheck of the District payable to the Attorney Genera of the State
of Texas as a nonrefundable examination fee in the amount required by Chapter 1202, Texas
Government Code (such amount to be the lesser of (i) 1/10th of 1% of the principal amount of the
Bonds or (ii) $9,500).

(e The obligation of the Purchaser to accept delivery of the Bonds is subject to the
Underwriters being furnished with the final, approving opinion of Bracewell & Giuliani LLP and
Boyle & Lowry, L.L.P., Co-Bond Counsel, which opinion shall be dated and delivered on the
Closing Date.

Section 8.02. Control and Delivery of Bonds.

@ The President of the Board and the District’'s Co-Bond Counsdl are hereby
authorized to have control of the Initial Bond and all necessary records and proceedings pertaining
thereto pending investigation, examination and approva of the Attorney General of the State of
Texas, registration by the Comptroller of Public Accounts of the State of Texas and registration
with, and initial exchange or transfer by, the Paying Agent/Registrar.
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(b) After registration by the Comptroller of Public Accounts of the State of Texas,
delivery of the Bonds shall be made to the Underwriters under and subject to the genera
supervision and direction of the President of the Board, against receipt by the District of al
amounts due to the District under the terms of sale.

Section 8.03. Deposit of Proceeds.

@ Pursuant to written instructions from First Southwest Company, the District’s
Financial Advisor, on the Closing Date the Paying Agent/Registrar shall pay, from the proceeds
of the Bonds received on the Closing Date, to First Southwest Company an amount sufficient to
pay the costs and expenses pertaining to the issuance of the Bonds. To the extent such amount is
not required or used for such purpose, such excess shall be deposited to the Escrow Fund.

(b) After giving effect to the payment required in Section 8.03(a), the remaining
proceeds of the Bonds shall be deposited to the “Escrow Fund” (as defined in the Escrow
Agreement), and, to the extent directed in writing by TWDB, to the Project Fund. Moneys
deposited to the Escrow Fund shall be applied as provided in the Escrow Agreement.

Section 8.04. Approval of Escrow Agreement.

The Escrow Agreement, in substantially the form presented at this meeting, and the terms
and provisions thereof, are hereby approved, and its execution and delivery by the President of the
Board, are hereby authorized and approved. The signature of the President of the Board shall be
attested by the Secretary of the Board.

ARTICLE IX

PARTICULAR REPRESENTATIONS AND COVENANTS; ADDITIONAL BONDS

Section 9.01. Payment of Parity Bonds.

Semiannually, on or before each February 1 and August 1 while any of the Bonds are
outstanding and unpaid, the District shall make available to the Paying Agent/Registrar therefor,
out of the Interest and Sinking Fund, or if necessary, out of the Reserve Fund, money sufficient to
pay, on each of such dates, the principal of and interest on the Bonds as the same mature and come
due, or to redeem the Bonds prior to maturity, either upon mandatory redemption or at the option
of the District. At the direction of the District, the Paying Agent/Registrar shall either deliver
canceled paid Bonds to the District or furnish the District with an appropriate certificate of
cancellation.

Section 9.02. Additional Bonds.

@ The District shall have the right and power at any time and from time to time, and
in one or more series or issues, to authorize, issue, and deliver additional parity revenue bonds
(herein called “Additional Bonds’), in accordance with law, in any amounts, for any lawful
purpose, including the refunding of any Bonds, Additional Bonds, or other obligations. Such
Additional Bonds, if and when authorized, issued, and delivered in accordance with this
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Resolution, shall be payable from and secured by alien on and pledge of the Pledged Revenues,
equally and ratably on a parity in all respects with the Bonds and the Outstanding Parity Bonds.

(b) The principal of al Additiona Bonds must be scheduled to be paid or mature on
February | or August 1 (or both) of the years in which such principal is scheduled to be paid or
mature.

Section 9.03. Further Requirements for Additional Bonds.

Additional Bonds shall be issued only in accordance with this Resolution and no
installment, series, or issue of Additional Bonds shall be issued or delivered unless:

€) The President of the District and the Secretary of the District sign a written
certificate to the effect that the District isnot in default as to any covenant, condition, or obligation
in connection with any Parity Bonds, and the resolutions authorizing same, and that the Interest
and Sinking Fund and the Reserve Fund contain the amounts then required to be therein.

(b) l. Anindependent certified public accountant, or independent firm of certified
public accountants, acting by and through a certified public accountant, signs a written certificate
to the effect that, in his or her or its opinion, during either the next preceding fiscal year, or any
twelve consecutive calendar month period out of the 18-month period immediately preceding the
month in which the resolution authorizing the issuance of the then proposed Additional Bonds is
passed, the Pledged Revenues were at least 1.00 times an amount equal to the average annual
principa and interest requirements of the Parity Bonds and any Additional Bonds which are
scheduled to be outstanding after the delivery of the then proposed Additional Bonds. It is
specifically provided, however, that in calculating the amount of Pledged Revenues for the
purposes of this subsection (b), if there has been any increase in the rates or charges for services
of the System which isthen in effect, but which was not in effect during all or any part of the entire
period for which the Pledged Revenues are being calculated (hereinafter referred to as the “entire
period”) then the certified public accountant, or in lieu of the certified public accountant, afirm of
consulting engineers, shall determine and certify the amount of Pledged Revenues as being the
total of (i) the actual Pledged Revenues for the entire period, plus (ii) asum equal to the aggregate
amount by which the actual billings to customers of the System during the entire period would
have been increased if such increased rates or charges had been in effect during the entire period.

. As an aternative to the requirements of paragraph | of this subsection (b),
Additional Bonds may be issued if, based upon an opinion of legal counsel to the District, there
are Treated Water Supply Contracts then in effect pursuant to which the parties to such Treated
Water Supply Contracts are obligated to make minimum payments to the District at such times
and in such amounts as shall be necessary to result in Pledged Revenues being sufficient to pay
when due all principa of and interest on the Parity Bonds and the Additional Bonds proposed to
be issued.

(c) Provision shal be made in the resolution authorizing the issuance of such
Additional Bonds for increasing the Reserve Fund to the Required Reserve Amount as required by
Section 7.10 hereof with proceeds of the Additional Bonds, or other available source or
combination of sources including Pledged Revenues, or both.
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(d) All calculations of average annual principal and interest requirements of any bonds
or obligations made in connection with the issuance of any then proposed Additional Bonds shall
be made as of the date of such Additional Bonds; and also in making cal culations for such purpose,
and for any other purpose under this Resolution, principal amounts of any bonds or obligations
which must be redeemed prior to maturity pursuant to any applicable mandatory redemption
requirements shall be deemed to be maturing amounts of principal of such bonds or obligations.

Section 9.04. Genera Covenants.

The District further covenants and agreesthat in accordance with and to the extent required
or permitted by law:

@ Performance. It will faithfully perform at al times any and al covenants,
undertakings, stipulations, and provisions contained in this Resolution, and each resolution
authorizing the issuance of the Parity Bonds, and in each and every Parity Bond; that it will
promptly pay or cause to be paid the principal of and interest on every Parity Bond, on the dates
and in the places and manner prescribed in such resolutions, and Parity Bonds; and that it will, at
the times and in the manner prescribed, deposit or cause to be deposited the amounts required to
be deposited into the Interest and Sinking Fund and the Reserve Fund; and any holder of the Parity
Bonds may require the District, its officials, and employees, to carry out, respect, or enforce the
covenants and obligations of this Resolution, or any resolution authorizing the issuance of the
Parity Bonds, by al legal and equitable means, including specifically, but without limitation, the
use and filing of mandamus proceedings, in any court of competent jurisdiction, against the
District, its officials, and employees.

(b) Legal Authority. TheDistrictisaduly created and existing political subdivision of
the State of Texas, and is duly authorized under the laws of the State of Texas to create and issue
the Parity Bonds; that al action on its part for the creation and issuance of the said obligations has
been or will be duly and effectively taken; and said obligations in the hands of the holders and
owners thereof are and will be valid and enforceable special obligations of the District in
accordance with their terms.

(© Title. The District has or will obtain lawful title to the lands, buildings, structures,
and facilities constituting the System, and the District warrantsthat it will defend thetitleto al the
aforesaid lands, buildings, structures, and facilities, and every part thereof, for the benefit of the
holders and owners of the Parity Bonds, against the clams and demands of all persons
whomsoever, and it is lawfully qualified to pledge the Pledged Revenues to the payment of the
Parity Bonds in the manner prescribed herein, and has lawfully exercised such rights.

(d) Liens. The District will from time to time and before the same become delinquent
pay and discharge all taxes, assessments, and governmental charges, if any, which shall be lawfully
imposed upon it or the System; it will pay al lawful claims for rents, royalties, labor, materials,
and supplies which if unpaid might by law become a lien or charge thereon, the lien of which
would be prior to or interfere with the liens hereof, so that the priority of the liens granted
hereunder shall be fully preserved in the manner provided herein; and it will not create or suffer to
be created any mechanic’s, laborer’s, materialmen’s, or other lien or charge which might or could
be prior to the liens hereof, or do or suffer any matter or thing whereby the liens hereof might or
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could be impaired; provided, however, no such tax, assessment, or charge, and no such claims
which might be used asthe basis of amechanic’s, laborer’s, materialmen’s, or other lien or charge,
shall be required to be paid so long as the validity of the same shall be contested in good faith by
the District.

(e Operation of System; No Free Service. While any of the Parity Bonds are
outstanding and unpaid, the District shall continuously and efficiently operate the System, and
shall maintain the System, or cause the System to be operated and maintained in good condition,
repair, and working order, al at reasonable cost. No free service of the System shall be allowed,
and should the District or any of its agencies, instrumentalities, or customers make use of the
services and facilities of the System, payment monthly of the standard price of the services
provided shall be made out of funds from sources other than the revenues of the System, unless
made from surplus Pledged Revenues as permitted by Section 7.11(b) hereof.

() Further Encumbrance. While any Parity Bonds are outstanding and unpaid, the
District shall not additionally encumber the Pledged Revenues in any manner, except as expressly
permitted in this Resolution in connection with Additional Bonds, unless said encumbrance is
made junior and subordinate in all respectsto theliens, pledges, covenants, and agreements of any
Resolution authorizing the issuance of Parity Bonds; but the right of the District to issue revenue
bonds payable from a subordinate lien on surplus Pledged Revenuesis specifically recognized and
retained.

(9) Sale or Disposal of Property. Except with respect to the rights of the Texas Water
Development Board (“TWDB”) to purchase up to fifty percent (50%) of certain portions of the
System pursuant to the TWDB's State Participation Program (or programs of the TWDB or the
State to accomplish similar purposes), while any Parity Bonds are outstanding and unpaid, the
District shall not sell, convey, mortgage, encumber, lease (except to the extent such lease payments
shall be at the fair market value thereof and shall constitute Gross Revenues of the System, and
except to the extent that leases may require the prior approva of the TWDB), or in any manner
transfer title to, or dedicate to other use, or otherwise dispose of, the System (except as permitted
in paragraph (f) hereof) or any significant or substantial part thereof; provided that whenever the
District deems it necessary to dispose of any property, machinery, fixtures, or equipment, or
dedicate such property to other use, it may do so either when it has made arrangements to replace
the same or provide substitutes therefor, or it is determined by resolution of the Board that no such
replacement or substitute is necessary.

(h) Annua Budget. The District shall prepare, prior to the beginning of each Fiscal
Year, an annua budget, in accordance with law, reflecting an estimate of cash receipts and
disbursements for the ensuing Fiscal Year in sufficient detail to indicate the probable Gross
Revenues and Pledged Revenues for such fiscal year.

@) Insurance.

() The District covenants and agrees that it will cause to be insured such parts
of the System as would usually be insured by corporations or companies, against risks,
accidents, or casualties against which and to the extent insurance is usually carried by
corporations operating like properties, including fire and extended coverage insurance.
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Public liability and property damage insurance shall also be carried unless the general
counsel for the District, or the Attorney General of Texas, gives a written opinion to the
effect that the District, Board of Directors, and its officers and employees, are not liable
for claims which would be protected by such insurance. At any time while any contractor
engaged in construction work shall be fully responsible therefor, the District shall not be
required to carry insurance on the works being constructed, but the contractor shall be
required to carry appropriate insurance. All such policies shall be open to the inspection
of the owners of the Parity Bonds and their representatives at all reasonable times.

(i) Upon the happening of any loss or damage covered by insurance from one
or more of said causes, the District shall make due proof of loss and shall do al things
necessary or desirable to cause the insuring companies to make payment in full directly to
the District. The proceeds of insurance covering such property, together with any other
funds necessary and available for such purpose, shall be used forthwith by the District for
repairing the property damaged or replacing the property destroyed; provided, however,
that if said insurance proceeds and other funds are insufficient for such purpose, then said
insurance proceeds pertaining to the System shall be used promptly as follows:

(A)  for the redemption prior to maturity of the Parity Bonds, ratably in
the proportion that the outstanding principal of each series or issue of bonds bears
to the total outstanding principal of all Parity Bonds; provided that if on any such
occasion the principal of any such series or issue is not subject to redemption, it
shall not be regarded as outstanding in making the foregoing computation; or

(B) if none of the outstanding Parity Bonds is subject to redemption,
then for the purchase on the open market and retirement of said Parity Bonds, in
the same proportion as prescribed in the foregoing clause (a), to the extent
practicable; provided that the purchase price for any such Parity Bond shall not
exceed the redemption price of such Parity Bond on the first date upon which it
becomes subject to redemption; or

(C) to the extent that the foregoing clauses (a) and (b) cannot be
complied with at the time, the insurance proceeds, or the remainder thereof, shall
be deposited in a specia and separate trust fund, at an official depository of the
District, to be designated the Insurance Account. The Insurance Account shall be
held until such time as the foregoing clauses (a) and/or (b) can be complied with,
or until other funds become available which, together with the Insurance Account,
will be sufficient to make therepairs or replacements originally required, whichever
of said events occursfirst.

(iii)  The annua audit hereinafter required shall contain a list of all such
insurance policies carried, together with a statement as to whether or not all insurance
premiums upon such policies have been paid.

()] Rate Covenant. The District covenants and agrees that it will fix, establish,
maintain, and collect such rentals, rates, charges, and fees for the use and availability of the System
as are necessary to produce Gross Revenues of the System sufficient (a) to pay all Operation and
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Maintenance Expenses of the System, (b) to make all payments and deposits required for the Parity
Bonds in amounts sufficient to provide at least 1.0 times debt service coverage of all Parity Bonds
and required to be made into the Interest and Sinking Fund and to maintain the Reserve Fund when
and as required by this Resolution, (c) to comply with any provision contained in the Letter of
Credit and Reimbursement Agreement for the Commercial Paper Notes, and to pay to the extent
the same are reasonably anticipated to be paid with Pledged Revenues, the interest on and principal
of the Commercia Paper Notes or the repayment of borrowings or other amounts due the Bank
under the Letter of Credit and Reimbursement Agreements, as and when the same shall become
due and any additional Subordinate Lien Obligations, and (d) to pay al other legal obligations of
the District, including those required under any Master Agreement.

(k) Treated Water Supply Contracts. The District covenants and agrees that it will
comply with the terms and conditions of the Treated Water Supply Contracts and any amendments
thereto, and will, by al lawful means, enforce the same and cause the parties to comply with all of
their obligations thereunder. The District will not rescind, modify or amend the Treated Water
Supply Contracts in any way which would materially adversely affect the operation of the System
or the rights of the owners of the Parity Bonds.

M Records. The District shall keep proper books of record and account in which full,
true, proper, and correct entrieswill be made of all dealings, activities, and transactions relating to
the System, the Pledged Revenues, and the Funds created pursuant to this Resolution, and all
books, documents, and vouchers relating thereto shall at al reasonable times be made available
for inspection upon request of any Bondholder or citizen of the District. To the extent consistent
with the provisions of this Resolution, the District shall keep its books and records in a manner
conforming to standard accounting practices as usually would be followed by private corporations
owning and operating a similar System, with appropriate recognition being given to essential
differences between municipal and corporate accounting practices.

(m)  Audits. After the close of each fiscal year while any of the Bonds or Additional
Bonds are outstanding, an audit will be made of the books and accounts rel ating to the System and
the Pledged Revenues by an independent certified public accountant or an independent firm of
certified public accountants. As soon as practicable after the close of each such year, and when
said audit has been completed and made available to the District, a copy of such audit for the
preceding year shall be mailed to the Municipal Advisory Council of Texas, to each paying agent
for any bonds payable from Pledged Revenues, to any registered owner of the Bonds who shall so
request in writing, and to First Southwest Company. The annual audit reports shall be open to the
inspection of the registered owners of Parity Bonds, and their agents and representatives at all
reasonabl e times.

(n) Governmental Agencies. The District will comply with al of the terms and
conditions of any and al franchises, permits, and authorizations applicable to or necessary with
respect to the System, and which have been obtained from any governmental agency; and the
District has or will obtain and keep in full force and effect al franchises, permits, authorization,
and other requirements applicable to or necessary with respect to the acquisition, construction,
equipment, operation, and maintenance of the System.
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(o) No Competition. The District will not operate, or grant any franchise or, to the
extent it legally may, permit the acquisition, construction, or operation of, any facilities which
would be in competition with the System, and to the extent that it legally may, the District will
prohibit any such competing facilities.

ARTICLE X

TAX MATTERS

Section 10.01. Provisions Concerning Federal Income Tax Exclusion.

The District intends that the interest on the Bonds be excludable from gross income for
federal income tax purposes pursuant to sections 103 and 141 through 150 of the Code, and the
applicable Treasury Regulations (the “Regulations’). The District covenants and agrees not to
take any action, or omit to take any action within its control, that if taken or omitted, respectively,
would (i) cause the interest on the Bonds to be includable in gross income, as defined in section
61 of the Code, for federal income tax purposesor (ii) result in the violation of or failureto satisfy
any provision of sections 103 and 141 through 150 of the Code and the Regulations that are
applicable to the Bonds. In particular, the District covenants and agrees to comply with each
requirement of this Article X; provided, however, that the District shall not be required to comply
with any particular requirement of this Article X if the District has received an opinion of
nationally recognized bond counsel (“Counsel’s Opinion”) that (i) such noncompliance will not
adversely affect the exclusion from gross income for federal income tax purposes of interest on
the Bonds or (ii) compliance with some other requirement set forth in this Article X will satisfy
the applicabl e requirements of the Code and the Regulations, in which case compliance with such
other requirement specified in such Counsel’s Opinion shall constitute compliance with the
corresponding requirement specified in this Article X.

Section 10.02. No Private Use or Payment and No Private Loan Financing.

The District covenants and agrees that it will make such use of the proceeds of the Bonds,
including interest or other investment income derived from Bond proceeds, regulate the use of
property financed, directly or indirectly, with such proceeds, and take such other and further action
as may be required so that the bonds will not be “private activity bonds” within the meaning of
section 141 of the Code and the Regulations promulgated thereunder.

Section 10.03. No Federal Guaranty.

The District covenants and agrees not to take any action, or knowingly omit to take action
within its control, that if taken or omitted, respectively, would cause the Bonds to be “federally
guaranteed” within the meaning of section 149(b) of the Code and the applicable Regulations
thereunder, except as permitted by section 149(b)(3) of the Code and such Regulations.

Section 10.04. No Hedge Bonds.

The District covenants and agrees that it has not and will not take any action, or has not
knowingly omitted and will not knowingly omit to take any action, within its control, that, if taken
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or omitted, respectively, would cause the Bondsto be* hedge bonds” within the meaning of section
149(g) of the Code and the applicable Regul ations thereunder.

Section 10.05. No Arbitrage.

The District covenants and agrees that it will make such use of the proceeds of the Bonds,
including interest or other investment income derived from Bond proceeds, regulate investments
of proceeds of the Bonds, and take such other and further action as may be required so that the
Bonds will not be “arbitrage bonds’ within the meaning of section 148(a) of the Code and the
applicable Regulations promulgated thereunder. Moreover, the District will certify, through an
authorized officer, employee or agent, that, based upon all facts and estimates known or reasonably
expected to bein existence on the date the Bonds are delivered, that the proceeds of the Bondswill
not be used in a manner that would cause the Bonds to be “arbitrage bonds” within the meaning
of section 148(a) of the Code and the applicable Regulations, including, specifically, that no
portion of the proceeds of the Bonds will be used to acquire or to replace funds which were used,
directly or indirectly, to acquire Nonpurpose Investments (as defined in the Code and Regul ations)
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:

Q) 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;

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

3 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 Certificates,
125% of average annual debt service on the Bonds, or 10% of the stated principal amount (or, in
the case of adiscount, the issue price) of the Bonds.

Section 10.06. Arbitrage Rebate.

If the District does not qualify for an exception to the requirements of section 148(f) of the
Code relating to the required rebate to the United States, the District will take al necessary steps
to comply with the requirement that certain amounts earned by the District on the investment of
the “gross proceeds’ of the Bonds (within the meaning of section 148(f)(6)(B) of the Code), be
rebated to the federal government. Specificaly, the District will (i) maintain records regarding the
investment of the gross proceeds of the Bonds as may be required to calculate the amount earned
on theinvestment of the gross proceeds of the Bonds separatel y from records of amounts on deposit
in the funds and accounts of the District alocable to other bond issues of the District or moneys
which do not represent gross proceeds of any bonds of the District, (ii) determine at such times as
are required by the applicable Regulations, the amount earned from the investment of the gross
proceeds of the Bonds which isrequired to be rebated to the federal government, and (iii) pay, not
less often than every fifth anniversary date of the delivery of the Bonds, or on such other dates as
may be permitted under the Regulations, al amounts required to be rebated to the federal
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government. Further, the District will not indirectly pay any amount otherwise payable to the
federal government pursuant to the foregoing requirements to any person other than the federa
government by entering into any investment arrangement with respect to the gross proceeds of the
Bonds that might result in areduction in the amount required to be paid to the federal government
because such arrangement results in a smaller profit or a larger loss than would have resulted if
the arrangement had been at arm’ s length and had the yield on the issue not been relevant to either

party.

Section 10.07. Information Reporting.

The District covenants and agrees to file or cause to be filed with the Secretary of the
Treasury, not later than the 15th day of the second calendar month after the close of the calendar
guarter in which the Bonds are issued, an information statement concerning the Bonds, all under
and in accordance with section 149(e) of the Code and the applicable Regulations.

Section 10.08. Record Retention.

TheDistrict will retain all pertinent and material records relating to the use and expenditure
of the proceeds of the Bonds until three years after the last Bond is redeemed, or such shorter
period as authorized by subsequent guidance issued by the Department of Treasury, if applicable.
All records will be kept in a manner that ensures their complete access throughout the retention
period. For this purpose, it is acceptable that such records are kept either as hardcopy books and
records or in an electronic storage and retrieval system, provided that such electronic system
includes reasonable controls and quality assurance programs that assure the ability of the District
to retrieve and reproduce such books and records in the event of an examination of the Bonds by
the Internal Revenue Service.

Section 10.09. Registration.
The Bonds will be issued in registered form.

Section 10.10. Deliberate Actions. The District will not take adeliberate action (as defined
in section 1.141-2(d)(3) of the Regulations) that causes the Bonds to fail to meet any requirement
of section 141 of the Code after the issue date of the Bonds unless an appropriate remedial action
is permitted by section 1.141-12 of the Regulations, such remedial action istaken, and aCounsel’s
Opinion is obtained that such remedial action cures any failure to meet the requirements of section
141 of the Code.

Section 10.11. Continuing Obligation.

Notwithstanding any other provision of this Resolution, the District’ s obligations under the
covenants and provisions of this Article X shall survive the defeasance and discharge of the Bonds
for aslong as such matters are rel evant to the exclusion from gross income of interest on the Bonds
for federal income tax purposes.
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ARTICLE Xl

DISCHARGE
Section 11.01. Discharge.

The District reserves the right to defease, refund or discharge the Bonds in any manner
permitted by law.

Section 11.02. Bonds as Negotiable Instruments.

Each of the Bonds shall be deemed and construed to be an “Investment Security” and, as
such, a negotiable instrument, within the meaning of Article 8 of the Texas Uniform Commercial
Code.

ARTICLE XllI

MODIFICATIONS AND AMENDMENTS

Section 12.01. Amendments and M odifications of Resolution.

@ The owners of 51% in principal amount of the Parity Bonds then outstanding shall
have the right from time to time to approve any amendment to any resolution authorizing the
issuance of any Parity Bonds, which may be deemed necessary or desirable by the District,
provided, however, that nothing herein contained shall permit or be construed to permit the
amendment of the terms and conditions in said resolutions or in the Parity Bonds so as to:

1. Make any change in the maturity of the outstanding Parity Bonds;

2. Reduce the rate of interest borne by any of the outstanding Parity Bonds;

3 Reduce the amount of the principal payable on the outstanding Parity
Bonds,

4, Modify the terms of payment of principal of or interest on the outstanding
Parity Bonds, or impose any conditions with respect to such payment;

5. Affect the rights of the owners of less than al of the Parity Bonds then
outstanding;

6. Change the minimum percentage of the principal amount of Parity Bonds
necessary for consent to such amendment.

(b) If a any time the District shall desire to amend aresolution under this Section, the
District shall cause notice of the proposed amendment to be published in afinancial newspaper or
journal published in The City of New Y ork, New Y ork once during each calendar week for at least
two successive calendar weeks. Such notice shall briefly set forth the nature of the proposed
amendment and shall state that a copy thereof ison file at the principal office of each paying agent
for any of the Parity Bonds, for inspection by all owners of Parity Bonds. Such publication is not
required, however, if notice in writing is given to each owner of Parity Bonds.

(© Whenever at any time not less than thirty days, and within one year, from the date
of the first publication of said notice or other service of written notice the District shall receive an
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instrument or instruments executed by the owners of at least 51% in aggregate principa amount
of al Parity Bonds then outstanding, which instrument or instruments shall refer to the proposed
amendment described in said notice and which specifically consent to and approve such
amendment in substantially the form of the copy thereof on file as aforesaid, the District may adopt
the amendatory resolution in substantially the same form.

(d) Upon the adoption of any amendatory resolution pursuant to the provisions of this
Section, the resolution being amended shall be deemed to be amended in accordance with the
amendatory resolution, and the respective rights, duties, and obligations of the District and all the
owners of then outstanding Parity Bonds and all future Additional Bonds shall thereafter be
determined, exercised, and enforced hereunder, subject in all respects to such amendment.

(e Any consent given by the owner of a Parity Bond pursuant to the provisions of this
Section shall be irrevocable for a period of six months from the date of the first publication or
giving of the notice provided for in this Section, and shall be conclusive and binding upon all
future owners of the same Parity Bond during such period. Such consent may be revoked at any
time after six months from the date of the first publication of such notice by the owner who gave
such consent, or by asuccessor inftitle, by filing notice thereof with the paying agent for such Bond
and the District, but such revocation shall not be effective if the owners of 51% in aggregate
principal amount of the then outstanding Parity Bonds as in this Section defined have, prior to the
attempted revocation, consented to and approved the amendment.

()] For the purpose of this Section, the ownership of and other matters relating to the
Bonds shall be determined from the registration books kept by the registrar therefor.

ARTICLE X1

CONTINUING DISCLOSURE UNDERTAKING

Section 13.01. Definitions of Continuing Disclosure Terms.

As used in this Article, the following terms have the meanings assigned to such terms
below:

“EMMA” means the Electronic Municipal Market Access System.
“MSRB” means the Municipal Securities Rulemaking Board.

“Rule” means SEC Rule 15¢2-12, as amended from time to time.
“SEC” means the United States Securities and Exchange Commission.

Section 13.02. Annual Reports.

@ TheDistrict shall provide or cause to be provided annually to the MSRB, (1) within
six (6) months after the end of each fiscal year, financial information and operating data with
respect to the District and each “obligated person,” within the meaning of the Rule (referred to
sometimes as “ Obligated Person” and sometimes as “ Significant Obligated Person” herein), of the
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genera type to be included in the [Application], being the information described in Exhibit A
hereto, including financial statements of the District or the Obligated Persons if audited financial
statements are then available, and (2) if not provided as part of such financia information and
operating data, audited financial statements of the District and the Obligated Persons, when and if
available. Any financial statements so to be provided shall be (i) prepared in accordance with the
accounting principles described in Exhibit A hereto, (ii) audited, if the District or Obligated Person
respectively commissions an audit of such statements and the audit is completed within the period
during which they must be provided, and (iii) submitted through EMMA in an eectronic format
with accompanying identifying information, as prescribed by the MSRB. If the audit of such
financial statementsis not available within 12 months after any such fiscal year end of the District
or Obligated Persons, then the District shall provide or cause the Obligated Persons to provide
notice that audited financial statements are not available and shall provide or cause the Obligated
Persons to provide unaudited financial statements for the applicable fiscal year to the MSRB.
Thereafter, when and if audited financial statements become available, the District shall provide
or cause the Obligated Persons to provide such audited financial statements as required to the
MSRB. All such information and operating data shall be provided to the MSRB, in an electronic
format, accompanied by identifying information, as prescribed by the M SRB, and will be available
viathe Electronic Municipal Market Access (“EMMA”) System at www.emma.msrb.org.

(b) If the District changes its fiscal year, or if any Obligated Person changes its fiscal
year, the District will notify or cause to be notified the M SRB of the change (and of the date of the
new fiscal year end) prior to the next date by which the District otherwise would be required to
provide or cause to be provided financial information and operating data pursuant to this Section.

(c) The financial information and operating data to be provided pursuant to this
Section may be set forth in full in one or more documents or may be included by specific reference
to any document availableto the public (including an official statement or other offering document,
if itisavailable from the MSRB) that theretofore has been provided to the MSRB or filed with the
SEC.

Section 13.03. Material Event Notices.

@ The District shall notify the MSRB, in a timely manner not in excess of ten (10)
Business Days after the occurrence of the event, of any of the following events with respect to the
Bonds:

() Principal and interest payment delinquencies;

(i) Non-payment related defaults, if material;

(iii)  Unscheduled draws on debt service reserves reflecting financial difficulties;
(iv)  Unscheduled draws on credit enhancements reflecting financial difficulties;

(v) Substitution of credit or liquidity providers, or their failure to perform;

(vi) Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-
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TEB) or other material notices or determinations with respect to the tax status of the Bonds,
or other material events affecting the tax status of the Bonds,

(vii) Maodifications to rights of holders of the Bonds, if material;
(viii) Bond cals, if material, and tender offers;
(ix)  Defeasances;

x) Release, substitution, or sale of property securing repayment of the Bonds,
if material;

(xi)  Rating changes;

(xii)  Bankruptcy, insolvency, receivership or similar event of the District or an
Obligated Person;

(xiii)  The consummeation of a merger, consolidation, or acquisition involving the
District or an Obligated Person or the sale of al or substantialy al of the assets of the
District or an Obligated Person, other than in the ordinary course of business, the entry into
a definitive agreement to undertake such an action or the termination of a definitive
agreement relating to any such actions, other than pursuant to its terms, if material; and

(xiv)  Appointment of a successor Paying Agent/Registrar or change in the name
of the Paying Agent/Registrar, if material.

(b) As used in clause (xii) above, the phrase “bankruptcy, insolvency, receivership or
similar event” means the appointment of areceiver, fiscal agent or similar officer for the District
or an Obligated Person in aproceeding under the U.S. Bankruptcy Code or in any other proceeding
under state or federal law inwhich acourt of governmental authority has assumed jurisdiction over
substantially all of the assets or business of the District or an Obligated Person, or if jurisdiction
has been assumed by leaving the governing body and officials or officers of the District or an
Obligated Person in possession but subject to the supervision and orders of acourt or governmental
authority, or the entry of an order confirming a plan of reorganization, arrangement or liquidation
by a court or governmental authority having supervision or jurisdiction over substantially all of
the assets or business of the District or Obligated Person.

(© The District shal notify the MSRB, in a timely manner, of any failure by the
District to provide financia information or operating datain accordance with Section 13.02 of this
Resolution by the time required by such Section.

Section 13.04. Limitations, Disclaimers and Amendments.

@ The District shall be obligated to observe and perform the covenants specified in
this Article for so long as, but only for so long as, the District remains an Obligated Person with
respect to the Bonds within the meaning of the Rule, except that the District in any event will give
notice of any deposit made in accordance with Article X1 that causes Bonds no longer to be
Outstanding.
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(b) The provisions of this Article are for the sole benefit of the Owners and beneficial
owners of the Bonds, and nothing in this Article, express or implied, shall give any benefit or any
legal or equitable right, remedy, or claim hereunder to any other person. The District undertakes
to provide only the financial information, operating data, financial statements, and notices which
it has expressly agreed to provide pursuant to this Article and does not hereby undertake to provide
any other information that may be relevant or material to a complete presentation of the District’s
financial results, condition, or prospects or hereby undertake to update any information provided
in accordance with this Article or otherwise, except as expressly provided herein. The District
does not make any representation or warranty concerning such information or its usefulness to a
decision to invest in or sell Bonds at any future date.

UNDER NO CIRCUMSTANCES SHALL THE DISTRICT OR AN OBLIGATED
PERSON BE LIABLE TO THE OWNER OR BENEFICIAL OWNER OF ANY BOND OR ANY
OTHER PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR
IN PART FROM ANY BREACH BY THE DISTRICT, WHETHER NEGLIGENT OR
WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS ARTICLE,
BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT,
FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION
FOR MANDAMUS OR SPECIFIC PERFORMANCE.

(© No default by the District in observing or performing its obligations under this
Article shall comprise a breach of or default under the Resolution for purposes of any other
provisions of this Resolution.

(d) Nothing inthis Articleisintended or shall act to disclaim, waive, or otherwise limit
the duties of the District under federal and state securities laws.

(e The provisions of this Article may be amended by the District from timeto timeto
adapt to changed circumstances that arise from a change in legal requirements, achangein law, or
achangein theidentity, nature, status, or type of operations of the District or an Obligated Person,
but only if (i) the provisions of this Article, as so amended, would have permitted an underwriter
to purchase or sell Bondsin the primary offering of the Bonds in compliance with the Rule, taking
into account any amendments or interpretations of the Rule to the date of such amendment, aswell
as such changed circumstances, and (ii) either (a) the Owners of amajority in aggregate principal
amount (or any greater amount required by any other provisions of this Resolution that authorizes
such an amendment) of the outstanding Bonds consent to such amendment or (b) a person that is
unaffiliated with the District (such as nationally recognized bond counsel) determines that such
amendment will not materially impair the interests of the Owners and beneficial owners of the
Bonds. If the District so amends the provisions of this Article, it shall include with any amended
financial information or operating data next provided in accordance with Section 13.02 an
explanation, in narrative form, of the reasons for the amendment and of the impact of any change
in the type of financia information or operating data so provided.
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ARTICLE X1V

DEFAULT AND REMEDIES

Section 14.01. Events of Default.

Each of the following occurrences or events for the purpose of this Resolution is hereby
declared to be an “Event of Default,” to-wit:

@ the failure to make payment of the principa of, redemption premium, if any, or
interest on any of the Bonds when the same becomes due and payable; or

(b) default in the performance or observance of any other covenant, agreement or
obligation of the District, the failure to perform which materialy, adversely affects the rights of
the Owners, including but not limited to, their prospect or ability to be repaid in accordance with
this Resolution, and the continuation thereof for a period of 60 days after notice of such default is
given by any Owner to the District.

Section 14.02. Remedies for Default.

@ Upon the happening of any Event of Default, then and in every case any Owner or
an authorized representative thereof, including but not limited to, atrustee or trusteestherefor, may
proceed against the District for the purpose of protecting and enforcing the rights of the Owners
under this Resolution, by mandamus or other suit, action or special proceeding in equity or at law,
in any court of competent jurisdiction, for any relief permitted by law, including the specific
performance of any covenant or agreement contained herein, or thereby to enjoin any act or thing
that may be unlawful or in violation of any right of the Owners hereunder or any combination of
such remedies.

(b) It is provided that all such proceedings shall be instituted and maintained for the
equal benefit of all Owners of Bonds then outstanding.

Section 14.03. Remedies Not Exclusive.

@ No remedy herein conferred or reserved is intended to be exclusive of any other
available remedy or remedies, but each and every such remedy shall be cumulative and shall bein
addition to every other remedy given hereunder or under the Bonds or now or hereafter existing at
law or in equity; provided, however, that notwithstanding any other provision of this Resolution,
the right to accelerate the debt evidenced by the Bonds shall not be available as a remedy under
this Resolution.

(b) The exercise of any remedy herein conferred or reserved shall not be deemed a
waiver of any other available remedy.

ARTICLE XV
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SPECIAL PROVISIONS RELATING TO THE
TEXASWATER DEVELOPMENT BOARD

Section 15.01. Application of Article X1V.

The provisions of this Article shall apply so long as the Bonds, or any of them, are owned
by the TWDB.

Section 15.02. Covenant to Abide with Rules.

The District will abide with all applicable laws of the State of Texas and Rules of the
TWDB relating to the loan of funds evidenced by the Bonds and the Project.

Section 15.03. Tax Covenant.

@ The District will not take, or omit to take, any action which action or omission
would adversely affect the excludability for federal income tax purposes of interest payable on the
Bonds or on any series of bonds issued by the TWDB or the Texas Water Resources Finance
Authority.

(b) Neither the District nor a related party thereto will acquire any of the TWDB’s
Source Series Bonds in an amount related to the amount of the Bonds to be acquired from the
District by the TWDB.

Section 15.04. Final Accounting.

@ Subject to subparagraph (b) of this Section 15.04, upon completion of the Project,
the District shall render a final accounting of the cost of the Project to the TWDB; and, if the total
cost of the Project, as finally completed, isless than originally estimated, so that the proper share
of the participation of the TWDB in the Project is reduced, the District shall return to the TWDB
the amount of such excess to the nearest multiple of the denomination of the Bonds, whereupon
the TWDB shall cancel and return to the District a like amount of said Bonds held by the TWDB.
The Bondsto be canceled and returned shall be chosen in inverse order of maturity. The remainder
of such excess (an amount less than $5,000) shall be deposited into the Interest and Sinking Fund.

(b) Notwithstanding the provisions of Section 15.04(a), in accordance with the rules
and regulations of the TWDB, any surplus moneys remaining after completion of the Project may
be used for improvements and extensions to the System which could otherwise be financed with
the proceeds of bonds in any manner approved in writing by the executive administrator of the
TWDB.

Section 15.05. Environmental Indemnification.

To the extent permitted by law, the District 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, and disposition of any
contaminated sewage sludge, contaminated sediments, and/or contaminated media that may be
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generated by the District, its contractors, consultants, agents, officials, and employees as a result
of activities relating to the Project.

Section 15.06. Environmental Indemnification.

The District shall not use proceeds from the sale of the Bonds for sampling, testing,
removing or disposing of contaminated soils and/or media at the Project site. To the extent
permitted by law, the District agrees to indemnify, hold harmless and protect the TWDB from any
and al claims, causes of action or damages to the person or property of third parties arising from
the sampling, analysis, transport, storage, treatment and disposition of any contaminated sewage
sludge, contaminated sediments and/or contaminated mediathat may be generated by the District,
its contractors, consultants, agents, officials and employees as aresult of activities relating to the
Project.

Section 15.07. Annual Audit.

The District will furnish acopy of each annual audit, prepared in accordance with generaly
accepted accounting principles (GAAP), to the Texas Water Development Board, Attention:
Executive Administrator, not later than 120 days following the close of the Fiscal Y ear.

Section 15.08. Insurance Covenant.

The District will maintain adequate insurance coverage customarily maintained by
municipa corporations on the projects financed with the proceeds of the Bonds in amounts
adequate to protect the TWDB's interest.

Section 15.09. Use of Bond Proceeds.

@ All Bond proceeds will be timely and expeditiously used, as required by 40 CFR
§ 35,3135(d), and the District will adhere to the project schedule approved by the TWDB.

(b) Bond proceeds shall not be used by the District when sampling, testing, removing
or disposing of contaminated soils and/or media at the project site.

ARTICLE XVI
MISCELLANEOUS

Section 16.01. Changes to Resolution.

Any member of the Pricing Committee, in consultation with Co-Bond Counsel, is hereby
authorized to make changes to the terms of this Resolution if necessary or desirable to carry out
the purposes hereof or in connection with the approval of theissuance of the Bonds by the Attorney
General of Texas.
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Section 16.02. Partial Invalidity.

If any section, paragraph, clause or provision of this Order shall for any reason be held to
be invalid or unenforceable, the invalidity or unenforceability of such section, paragraph, clause
or provision shall not affect any of the remaining provisions of this Resolution.

Section 16.03. No Personal Liability.

No recourse shall be had for payment of the principa of or interest on any Bonds or for
any claim based thereon, or on this Resolution, against any official or employee of the District or
any person executing any Bonds.
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FINALLY ADOPTED, APPROVED AND EFFECTIVE this day of
2015.

President, Board of Directors,
Upper Trinity Regional Water District
ATTEST:

Secretary, Board of Directors,
Upper Trinity Regional Water District

Sgnature Page to Bond Resolution



EXHIBIT A
DESCRIPTION OF ANNUAL DISCLOSURE OF FINANCIAL INFORMATION
The following information is referred to in Article X111 of the Resolution.
Annual Financial Statements and Operating Data

The financia information and operating data with respect to the District to be provided
annually in accordance with such Article are as specified below:

1 Financial statements of the District for the most recently concluded fiscal year.

2. Financial information and operating data set forth in Tables __ through __ of the
[APPLICATION] and in Appendix ___thereto.

3. Financia information and operating data with respect to Significant Obligated
Persons (as defined in the Official Statement) to be provided in accordance with Article X111 and
which is included in Appendix B to the Officia Statement and financial statements of the
Significant Obligated Persons.

Accounting Principles

The accounting principles referred to in such Article are the accounting principles
described in the notes to the financial statements referred to in Paragraphs 1 and 2 above.

Exhibit A
#4898063.1



EXHIBIT B
TREATED WATER SUPPLY CONTRACTS

ARGYLE WATER SUPPLY CORPORATION AND BARTONVILLE WATER SUPPLY
CORPORATION

Treated Water Supply Contract between the District and Argyle Water Supply Corporation,
Bartonville Water Supply Corporation and Mustang Water Supply Corporation, dated
November 2, 1990, as amended by:

Amendments Pertaining to all Parties

First Amendment, dated May 7, 1992

Second Amendment, dated May 7, 1992 (Mustang rescinds)
Revised Exhibit B, dated June 1, 1992

Third Amendment, dated March 4, 1993

Amendments Pertaining to Argyle

° Fourth Amendment, dated January 8, 1999 (Argyle)
° (Fifth) Amendment, dated February 4, 1999 (Argyle)
° (Sixth) Amendment, dated January 20, 2011 (Argyle)

Amendments Pertaining to Bartonville

° (Fourth) Amendment, dated February 4, 1999 (Bartonville)

TOWN OF CORINTH; CITY OF HIGHLAND VILLAGE; LAKE CITIES MUNICIPAL
UTILITY AUTHORITY; AND CITY OF SANGER

Treated Water Supply Contract between Upper Trinity Regional Water District (the
“District”) and Town of Corinth, City of Highland Village, Lake Cities Municipal Utility
Authority, Town of Northlake, City of Pilot Point and District of Sanger, dated November 13,
1990, as amended by:

Amendments Pertaining to all Parties

° First Amendment, dated May 7, 1992

° Agreement to Rescind Upper Trinity Regional Water District Regional Treated
Water Supply Participating Member Contract, dated March 4, 1993 (Town of
Northlake rescinds)

° Pilot Point’s contract is superceded by its Growth Member Contract, dated July 1,
1999

Amendments Pertaining to Highland Village

° Option to Revise Water Supply Requirement, dated March 4, 1993 (Highland
Village)

Exhibit B-1
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° Addendum, dated March 5, 1998 (Highland Village)
° Amendment, dated February 4, 1999 (Highland Village)
° Amendment, dated March 22, 2005 (Highland Village)

Amendments Pertaining to Corinth

° Second Amendment, dated February 4, 1999 (Corinth)
° Third Amendment, dated September 2, 1999 (Corinth)

Amendments Pertaining to Lake Cities

(Second) Amendment, dated October 1, 1997 (Lake Cities)
Third Amendment, dated August 6, 1998 (Lake Cities)
(Fourth) Amendment, dated February 4, 1999 (Lake Cities)
Fifth Amendment, dated September 2, 1999 (Lake Cities)

DENTON COUNTY FRESH WATER SUPPLY DISTRICT NO. 1-A
Treated Water Supply Contract between the District and Denton County Fresh Water Supply
District No. 1, dated May 7, 1992, as amended by:
° Assignment and Assumption Contract between Denton County Fresh Water Supply
District No. 1, Denton County Fresh Water Supply District No. 1-A, and Denton
County Fresh Water Supply District No. 1-B, as approved by Upper Trinity
Regional Water District, dated July 13, 1995

° Assignment and Assumption Contract by and between the District and Denton
County Fresh Water Supply District No. 1-A, dated August 13, 1997
° Assignment and Assumption Contract by and between the District and Denton

County Fresh Water Supply District No. 1-A, dated May 5, 1999
° Amendment, dated May 26, 1999

MUSTANG SPECIAL UTILITY DISTRICT
Terminated Regiona Treated Water Supply Contract for Additional Participating Utility between
the District and Mustang Water Supply Corporation, dated as of November 19, 1998, as amended,
and replaced with Regional Treated Water Supply Contract, dated February 10, 2003, establishing
UTRWD additional participating membership for Mustang Specia Utility District:

° Amendment, dated June 1, 2006

TOWN OF FLOWER MOUND
Regional Treated Water Supply Service Contract for Additional Participating Member with Town
of Flower Mound, dated May 7, 1992, as amended by:

° Amendment, dated June 3, 1999

TOWN OF LINCOLN PARK
Upper Trinity Regional Water District Treated Water Supply Contract for Additional Participating
Member With Town of Lincoln Park, dated May 6, 1999

Exhibit B-2
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DENTON COUNTY FRESH WATER SUPPLY DISTRICT NO. 7
Terminated Upper Trinity Regional Water District Treated Water Supply Contract for Additional
Participating Member With Denton County Development District No. 4, dated September 2, 1999,
and assigned all rights to such contract, including amendments to Denton County Fresh Water
Supply District No. 7, dated November 15, 2001
° Contract, dated November 15, 2001, establishing UTRWD additional participating
membership for DCFWSD No. 7

CITY OF AUBREY
Regional Treated Water Supply Service Contract for Additional Participating Member With City
of Aubrey, dated March 18, 1999

CITY OF CELINA
Regional Treated Water Supply Service Contract for Additional Participating Member With City
of Celina, dated February 14, 2000

° Amendment, dated September 22, 2003.

CITY OF JUSTIN
Regional Treated Water Supply Service Contract for Additiona Participating Member with City
of Justin, dated July 1, 2000

CITY OF KRUM
Regional Treated Water Supply Service Contract for Additiona Participating Member with City
of Krum, dated September 18, 2003.

DENTON COUNTY FRESH WATER SUPPLY DISTRICT NO. 8A

Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No. 8a, dated August 29, 2001 as amended by:

Amendment, dated September 6, 2001

Second Amendment to Participating Customer Contract, dated May 2, 2002
Amendment to Participating Customer Contract, dated February 24, 2004
Agreement Regarding Alternative Project Payment, dated March 30, 2004
Agreement to Participating Customer Contract, dated October 23, 2008

PROVIDENCE VILLAGE WATER CONTROL AND IMPROVEMENT DISTRICT OF
DENTON COUNTY (FORMERLY DENTON COUNTY FRESH WATER SUPPLY DISTRICT
NO. 9)

Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No. 9, dated August 29, 2001 as amended by:

Amendment, dated September 6, 2001

Amended to Participating Customer Contract, dated March 18, 2004

Second Amendment to Participating Customer Contract, dated March 2, 2006
Third Amendment to Participating Customer Contract, dated May 4, 2006

Exhibit B-3
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DENTON COUNTY FRESH WATER SUPPLY DISTRICT NO. 10

Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No. 10, dated August 29, 2001 as amended by:

Amendment, dated September 6, 2001

Agreement Regarding Alternative Project Payment, dated March 18, 2004
Amendment to Participating Customer Contract, dated April 1, 2004

Third Amendment to Participating Customer Contract, dated May 4, 2006
Amendment Regarding Alternative Project Payment, dated October 16, 2008
Fourth Amendment to Participating Customer Contract, dated September 3, 2009

DENTON COUNTY FRESH WATER SUPPLY DISTRICT NO. 11-A

Regional Treated Water Supply Service Contract with Participating Customer Denton County
Fresh Water Supply District No. 11, dated August 29, 2001 as amended by:

Amendment, dated September 6, 2001

Amendment to Participating Contract with Denton County Fresh Water Supply
District No. 11-A, dated February 24, 2004

Agreement Regarding Alternative Project Payment, dated March 30, 2004
Amendment Regarding Alternative Project Payment, dated October 23, 2008

TOWN OF NORTHLAKE

Regional Treated Water System Additional Participating Customer Contract with Town of
Northlake, dated as of December 2, 2010

#4898063.1

Exhibit B-4



Part E - #71b

Private Placement
Memorandum




NEW ISSUE BOOK-ENTRY-ONLY

Dated:

PRIVATE PLACEMENT MEMORANDUM DATED , 2015

On the date of initial delivery of the Obligations (defined below), Issuer, Co-Bond Counsel (defined on page 2) will render its
opinion substantially in the form attached in APPENDIX C - FORM OF OPINION OF BOND COUNSEL.

$29,115,000

UPPER TRINITY REGIONAL WATER DISTRICT,

REGIONAL TREATED WATER SUPPLY SYSTEM REVENUE BONDS, SERIES 2015A

, 2015
Interest Date:

Record Date:

Date Interest Accrues:

Redemption:

Authorized Denominations:

Paying
Agent/Registrar/Registrar:

Book-Entry-Only System

| ssuer:

Official Action:

Purpose:

Security for the Obligations:

Ratings:
Ddlivery Date:

(the " Obligations")
Due: August 1

Interest on the Obligations will be payable on February 1 and August 1 of each year
commencing on the first February 1 or August 1 following the Interest Accrua Date until
maturity or prior redemption (each an "Interest Payment Date"). The Obligations will bear
interest at the rates per annum set forth in "APPENDIX A - MATURITY SCHEDULE."

The close of business on the fifteenth business day of the calendar month immediately
preceding the applicable Interest Payment Date.

Each Bond shall bear interest from the Interest Accrual Date at the rate set forth, for such
maturity. "Interest Accrual Date" means the earlier of (i) , 2023 or (ii) the
date the construction of the Digtrict's Lake Ralph Hall reservoir project for the System is
complete as evidenced by an engineer's certificate acceptable to TWDB.

The Obligations are subject to redemption prior to maturity as provided herein. See "THE
OBLIGATIONS - Redemption Provisions' herein.

The Obligations are being issued as fully registered bonds in denominations of $5,000, or any
integral multiple thereof.

The paying agent ("Paying Agent/Registrar/Registrar") for the Obligations is The Bank of
New York Mellon Trust Company, National Association, Dallas, Texas.

Upon initial issuance, the ownership of the Obligations will be registered in the registration
books of Upper Trinity Regionad Water District (the "Issuer") kept by the Paying
Agent/Registrar, in the name of Cede & Co., as nominee of The Depository Trust Company,
New York, New York ("DTC") to which principal, redemption premium, if any, and interest
payments on the Obligations will be made. The purchasers of the Obligations will not receive
physical delivery of bond certificates. Principa of, interest, and premium if any, on the
Obligations will be payable at the designated office of the Paying Agent/Registrar in Austin,
Texas as the same become due and payable.

Upper Trinity Regional District (the "District") is a political subdivision of the State of Texas
(the "State") and a body politic and corporate, created as a conservation and reclamation
district under Article XVI, Section 59 of the Constitution of the State of Texas (the
"Constitution") and Chapter 1053, Acts of the 71st Legislature of Texas, Regular Session,
1989, as amended by Chapter 494, Acts 1995, 74th Legislature of Texas, Regular Session,
1995 (collectively, the "District Act"). Under the Constitution and general laws of the State
and the District Act, as amended, the District has broad powers for the water conservation and
use, for al beneficial purposes of storm and flood waters and unappropriated flow waters. As
necessary to aid these powers, the District has specific authority to construct, own and operate
water supply, treatment and distribution facilities and wastewater gathering, treatment and
disposal or reuse facilities, to charge for such services, and to make contracts in reference
thereto with municipalities and others.

Resolution Authorizing the Issuance, Sae and Delivery of Upper Trinity Regional Water
District Regiona Treated Water Supply System Revenue Bonds, Series 2015A, dated March
10, 2015.

The Obligations are being issued for the purpose of (i) paying the costs of the planning,
permitting, design and land acquisition for the District's Lake Ralph Hall reservoir project for
the System; and (ii) to pay costs of issuance of the Series 2015A Bonds.

See"SECTION 2.01 PLEDGE" OF "APPENDIX B — FORM OF OFFICIAL ACTION."
See"OTHER INFORMATION - Ratings"
, 2015.

See" APPENDIX A - MATURITY SCHEDULE" for Principal Amounts,
Maturities, I nterest Rates, Pricesor Yields, and I nitial CUSIP Numbers



BOARD OF DIRECTORS

UPPER TRINITY REGIONAL WATERDISTRICT

Term Appointing

Name Position Expiration Entity
Todd Madison President, Director May 31, 2015 City of Lincoln Park
Lance Vanzant Vice President, Director May 31, 2017 City of Celina
Chris Boyd Treasurer, Director May 31, 2015 Mustang Special Utility District
Gary Calmes Secretary, Director May 31,2017  City of Krum
Troy Norton Director May 31,2017  Town of Argyle
Kenneth Faulkner Director May 31,2015  City of Aubrey
De Knowler Director May 31,2017  Town of Bartonville
Janet Aune Director (Ex Officio) May 31,2017  Town of Copper Canyon
Justin Brown Director May 31,2017  City of Corinth
Timothy S. Fisher Director May 31,2017  City of Denton
Johnny Harris Director May 31, 2015 Denton County
Jean Campbell Director May 31, 2017 Denton County At-Large
Jerry Benetato Director May 31, 2015 Denton County Fresh Water Supply District No. 1-A
Kevin Mercer Director May 31, 2015 Denton County Fresh Water Supply District No. 7
Dick Cook Director May 31,2017  Town of Double Oak
Kenneth Parr Director May 31, 2015 Town of Flower Mound
Richard A. Lubke Director May 31,2015  City of Highland Village
Ramiro Lopez Director May 31,2017  City of Irving
VirginiaL. Blevins Director May 31,2017  City of Justin
Mike Fairfield Director May 31, 2015 Lake Cities Municipal Utility Authority
Lathan Watts Director May 31,2017  City of Lewisville
Leslie Maynard Director May 31,2015  City of Oak Point
Scott Ingalls Director May 31,2015  City of Pilot Point
Richard H. Huckaby Director May 31,2017  Town of Ponder
George E. Dupont Director May 31,2015  Town of Prosper
Mike Brice Director May 31,2015  City of Sanger



MANAGEMENT OFFICERS

Name Position
ThomasE. Taylor, P.E. Executive Director
Larry N. Patterson, P.E. Deputy Executive Director
William A. Greenleaf Director of Business Services
Thomas W. Snyder, P.E. Assistant Director/Engineering and Construction

INDEPENDENT AUDITORS, CONSULTANTSAND ADVISORS
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Boyle & Lowry, L.L.P.
Irving, Texas
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Private Placement M emorandum
relating to

$29,115,000

UPPER TRINITY REGIONAL WATER DISTRICT,
REGIONAL TREATED WATER SUPPLY SYSTEM
REVENUE BONDS, SERIES 2015A
(the " Obligations")

INTRODUCTION

This Private Placement Memorandum, including the cover page and appendices, contains brief descriptions
of the Issuer, provides certain information with respect to the issuance by the Issuer, and summaries of certain
provisions of the "Obligations" pursuant to the Official Action. Except as otherwise set forth herein, capitalized
terms used but not defined in this Private Placement Memorandum have the meanings assigned to them in the
Official Action. See"APPENDIX B —"FORM OF OFFICIAL ACTION" attached hereto.

APPENDIX A contains the maturity schedule for the Obligations. APPENDIX B contains the Official
Action and a description of the purpose for the proceeds of the Obligations. APPENDIX C contains a copy of the
proposed opinion of Co-Bond Counsel with respect to the Obligations. The summaries of the documents contained
in the forepart of this Private Placement Memorandum are not complete or definitive, and every statement made in
this Private Placement Memorandum concerning any provision of any document is qualified by reference to such
document in its entirety.

THE OBLIGATIONS

General Description

The Obligations are being issued in the aggregate principa amount set forth in APPENDIX A of this
Private Placement Memorandum and will mature and be subject to redemption prior to maturity as described therein.
The Obligations are being issued as fully registered bonds in denominations of $5,000, or any integral multiple
thereof. The Obligations will be dated as of the stated date of issue and will mature on the dates referenced thereon,
and will bear interest at the rates per annum set forth in "APPENDIX A - MATURITY SCHEDULE."

Interest on the Obligations is payable semiannually on each Interest Payment Date, and will be calculated
on the basis of a 360-day year consisting of twelve 30-day months. Principal of and the redemption price with
respect to the Obligations will be payable to the Owners upon presentation and surrender at the principal office of
the Paying Agent/Registrar. Interest Payment Date means the date or dates upon which interest on the Bonds is
scheduled to be paid until their respective dates of maturity or prior redemption, such dates being February 1 and
August 1 of each year, commencing on the first February 1 or August 1 following the Interest Accrual Date. Interest
Accrual Date means the earlier of (i) , 2023 or (ii) the date the construction of the District’s Lake Ralph Hall
reservoir project for the System is compl ete as evidenced by an engineer’s certificate acceptable to TWDB.

Purpose

See"APPENDIX B - FORM OF OFFICIAL ACTION."
Authority for Issuance

The Obligations are issued pursuant to the general laws of the State of Texas, including Chapters 49 and
E&:’ti-(l)—ﬁ?(as Water Code, as amended, pursuant to the provisions of the District Act, and pursuant to the Official
Security for the Obligations

See "APPENDIX B - FORM OF OFFICIAL ACTION."
Redemption Provisions

On August 1, 2027, or on any date thereafter, the Obligations maturing on and after August 1, 2026 may be

redeemed prior to their scheduled maturities, upon the written direction of the Issuer, with funds provided by the
Issuer, at par plus accrued interest to the date fixed for redemption as a whole, or in part, and if less than all of a



maturity is to be redeemed the Paying Agent/Registrar will determine by lot the Obligations, or portions thereof
within such maturity to be redeemed (provided that a portion of a Bond may be redeemed only in Authorized
Denominations).

Notice of Redemption; Selection of Obligationsto Be Redeemed
See"APPENDIX B - FORM OF OFFICIAL ACTION."

The Paying Agent/Registrar, so long as a Book-Entry-Only System is used for the Bonds, will send any
notice of redemption of the Bonds, notice of any proposed amendment to the Official Action or other notices with
respect to the Bonds only to DTC. Any failure by DTC to advise any DTC Participant (defined below), or of any
DTC participant to notify the beneficial owner, shall not affect the validity of the redemption of the Bonds called for
redemption or any other action premised on any such notice. Redemption of portions of the Bonds by the Issuer will
reduce the outstanding principal amount of such Bonds held by DTC.

Book-Entry-Only System

The information in this caption concerning The Depository Trust Company, New York, New York ("DTC")
and DTC' s book entry system has been obtained from DTC and the I ssuer makes no representation or warranty nor
takes any responsibility for the accuracy or completeness of such information.

DTC will act as securities depository for the Obligations. The Obligations will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may be
requested by an authorized representative of DTC. One fully-registered certificate will be issued for each maturity
of the Obligations and deposited with DTC. See APPENDIX B - "FORM OF OFFICIAL ACTION."

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
"clearing corporation” within the meaning of the New Y ork Uniform Commercial Code, and a "clearing agency"
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity, corporate and municipal debt issues,
and money market instrument (from over 100 countries) that DTC's participants (the "Direct Participants') deposit
with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions, in deposited securities, through electronic computerized book entry transfers and pledges between
Direct Participants accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust &
Clearing Corporation ("DTCC"). DTCC is the holding company for DTC, National Securities Clearance
Corporation, and Fixed Income Clearance Corporation, all of which are registered clearing agencies. DTCC is
owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect
Participants'). Direct Participants and Indirect Participants are referred to herein collectively as "Participants'.
DTC has a Standard & Poor’s rating of "AA+". The DTC Rules applicable to its Participants are on file with the
Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com and

www.dtc.org.

Purchases of Obligations under the DTC system must be made by or through Direct Participants, which
will receive a credit for the Obligations on DTC's records. The ownership interest of each actual purchaser of each
Bond ("Beneficial Owner") isin turn to be recorded on the Participants records. Beneficial Owners will not receive
written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the
Participant through which the Beneficial Owner entered into the transaction.

Transfers of ownership interests in the Obligations are to be accomplished by entries made on the books of
Participants acting on behalf of Beneficial Owners. Beneficia Owners will not receive Obligations representing
their ownership interests in Obligations, except in the event that use of the book-entry system for the Obligationsis
discontinued.



To facilitate subsequent transfers, all Obligations deposited by Direct Participants with DTC are registered
in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of Obligations with DTC and their registration in the name of Cede & Co. or
such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Obligations;, DTC's records reflect only the identity of the Direct Participants to whose
accounts such Obligations are credited, which may or may not be the Beneficial Owners. The Participants will
remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Obligations within a maturity are being
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such
maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Obligations unless authorized by a Direct Participant in accordance with DTC's Money Market Instrument
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts Obligations are credited on the record date (identified in alisting attached to the Omnibus Proxy).

All payments on the Obligations will be made to Cede & Co., or such other nominee as may be requested
by an authorized representative of DTC. DTC's practice is to credit Direct Participants accounts upon DTC's
receipt of funds and corresponding detail information from the Issuer or the Paying Agent/Registrar, on payable date
in accordance with their respective holdings shown on DTC's records. Payments by Participants to Beneficial
Owners will be governed by standing instructions and customary practices, as is the case with Obligations held for
the accounts of customers in bearer form or registered in "street name,” and will be the responsibility of such
Participant and not of DTC, the Paying Agent/Registrar, or the Issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. All payments to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) are the responsibility of the Issuer or the Paying Agent/Registrar,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Participants.

DTC may discontinue providing its services as depository with respect to the Obligations at any time by
giving reasonable notice to the Issuer or the Paying Agent/Registrar. Under such circumstances, in the event that a
successor depository is not obtained, Obligations are required to be printed and delivered.

With the consent of the Texas Water Development Board, the Issuer may decide to discontinue use of the system of
book-entry-only transfers through DTC (or a successor securities depository). In that event, Obligations will be
printed and delivered to DTC or successor securities depository.

TAXMATTERS
Opinion

Co-Bond Counsel will deliver its opinion on the date of delivery of the Obligations substantially in the
form as attached in "APPENDIX C - FORM OF OPINION OF BOND COUNSEL."

OTHER INFORMATION
Forward Looking Statements

The statements contained in this Private Placement Memorandum, including the cover page, appendices,
and any other information or documents provided by the Issuer, that are not purely historical, are forward-looking
statements, including statements regarding the Issuer’s assumptions, expectations, hopes, intentions, or strategies
regarding the future. Any of such assumptions, expectations or hopes could be inaccurate and, therefore, there can
be no assurance that the forward-looking statements included herein will prove to be accurate. Holders of the Bonds



should not place undue reliance on forward-looking statements. All forward-looking statements included in this
Private Placement Memorandum are based on information available to the Issuer on the date hereof, and the Issuer
assumes no obligation to update any such forward-looking statements. It isimportant to note that the Issuer’s actual
results could differ materially from those in such forward-looking statements.

Ratings

The existing outstanding regional treated water supply system revenue bonds of the District are rated "A"
by Standard & Poor's Ratings Services, a Standard & Poor's Financial Services LLC business and "A3" by Moody’s
Investors Service, Inc. An explanation of the significance of such ratings may be obtained from the company
furnishing the rating. The ratings reflect only the respective views of such rating companies, and the District makes
no representation as to the appropriateness of the ratings. There is no assurance that such ratings will continue for
any given period of time, or that they will not be revised downward or withdrawn entirely by either or both of such
rating companies, if in the judgment of either or both companies, circumstances so warrant. Any such downward
revision or withdrawal of such ratings, by either of them, may have an adverse effect on the market price of the
Obligations. No application has been made to any rating agency or municipal bond insurance company for
qualification of the Obligationsfor ratings or municipal bond insurance, respectively.

LITIGATION

There is no litigation, proceeding, inquiry, or investigation pending by or before any court or other
governmental authority or entity (or, to the best knowledge of the Issuer, threatened) that adversely affects the
power, authority or obligation of the I ssuer to deliver the Bonds, the security for, or the validity of, the Bonds or the
financial condition of the Issuer. On the date of initial delivery of Bonds, the Issuer will execute and deliver a
certificate of like effect to the purchaser of the Bonds.

CONTINUING DISCLOSURE OF INFORMATION

In the Official Action, the Issuer has made the following agreement for the benefit of the holders and
beneficial owners of the Obligations. The Issuer is required to observe the agreement for so long as it remains
obligated to advance funds to pay the Obligations. Under the agreement, the Issuer will be obligated to provide
certain updated financial information and operating data, and timely notice of specified material events, to certain
other information vendors. SEE APPENDIX B - "FORM OF OFFICIAL ACTION."

Compliance with Prior Undertakings

In connection with the District’s outstanding bond debt for the District’s treated water system, non-potable
water system and separate wastewater treatment systems, the District entered into continuing disclosure
undertakings to provide certain updated financial information and operating data of the District and certain
significant obligated persons (generally, a contracting party for the respective system whose payments to the District
for use of or service from such system in the Fiscal Year preceding such determination exceeded 10% of the gross
revenues of such system) along with audited financial statements of the District and respective significant obligated
persons within six months of the end of the District’s fiscal year. Certain officia statements of the District also
indicated that the information for the respective significant obligated persons would be filed within six months of the
fiscal year end of the respective significant obligated persons. During the last five years, the District has filed the
required financial information and operating data and financial statements within six months of the District’s
September 30 fiscal year end. Certain significant obligated persons have different fiscal year ends from the District.
Specifically, Lake Cities Municipal Utility Authority ("LCMUA"), a significant obligated person with respect to the
District’s outstanding Lakeview Regional Water Reclamation System debt, has an August 31 fiscal year end and
Denton County Fresh Water Supply District No. 8-A ("District 8-A"), Denton County Fresh Water Supply District
No. 10 ("District No. 10") and Denton County Fresh Water Supply District No. 11-A ("District 11-A"), each
significant obligated persons with respect to the District’s outstanding Northeast Regional Water Reclamation
System debt, have February 28, July 31 and February 28 fiscal year ends, respectively. District 8-A, District 10 and
District 11-A each have outstanding debt pursuant to which they have filed their annual financial statements on
EMMA or Disclosure USA, as appropriate, within six months of their respective year ends. The District caused
LCMUA’s annua financial statements to be filed on EMMA or Disclosure USA, as applicable, within six months of



the end of the District’s fiscal year, but such filings were more than six months, but less than seven months, after
LCMUA'sfiscal year end.

The ratings on municipal bond insurers have been downgraded with frequency at various times in recent
years. Information about the downgrades of municipal bond insurers has been publicly reported. During the
previous five years, the District has filed notices of rating changes of municipal bond insurers, including Assured
Guaranty Municipal Corp. ("AGM"), that have insured certain of the District’s outstanding obligations. Notice of a
Moody's downgrade of AGM from "Aa3" to "A2" which occurred on January 17, 2013 was filed with EMMA
within the 10 business day requirement, however, not all relevant CUSIPS for the District’s outstanding obligations
insured by AGM were noted in the filing. An additional notice of the rating change has since been filed.

MISCELLANEOUS

Any statements made in this Private Placement Memorandum involving matters of opinion or of estimates,
whether or not so expresdy stated, are set forth as such and not as representations of fact, and no representation is
made that any of the estimates will be realized. Neither this Private Placement Memorandum nor any statement that
may have been made verbally or in writing is to be construed as a contract with the owners of the Obligations.

The information contained above is neither guaranteed as to accuracy or completeness nor to be construed
as a representation by the Issuer. The information and expressions of opinion herein are subject to change without
notice and neither the delivery of this Private Placement Memorandum nor any sale made hereunder is to create,
under any circumstances, any implication that there has been no change in the affairs of the Issuer or the Issuer from
the date hereof.

The Private Placement Memorandum is submitted in connection with the sale of the securities referred to
herein and may not be reproduced or used, as awhole or in part, for any other purpose.

ADDITIONAL INFORMATION

The Private Placement Memorandum speaks only as of its date and the information contained herein is
subject to change. Descriptions of the Obligations and the Official Action and any other agreements and documents
contained herein constitute summaries of certain provisions thereof and do not purport to be complete.



APPENDIX A

MATURITY SCHEDULE

8/1 Initia CUSIP

Amount  Maturity  Rate Yidd  Suffix®
$ 875,000 2024
900,000 2025
925,000 2026
955,000 2027
990,000 2028
1,025,000 2029
1,060,000 2030
1,100,000 2031
1,145,000 2032
1,190,000 2033
1,240,000 2034

(Due August 1)

CUSIP Prefix: 916672 Y

8/1 Initial CUsIP

Amount Maturity Rate Yield Suffix @
$ 1,295,000 2035
1,345,000 2036
1,405,000 2037
1,460,000 2038
1,520,000 2039
1,585,000 2040
1,660,000 2041
1,735,000 2042
1,815,000 2043
1,900,000 2044
1,990,000 2045

(1) CUSIP is a registered trademark of the American Bankers Association. CUSIP data is provided by CUSIP
Global Services, managed by Standard & Poor’s Financial Services LLC on behalf of the American Bankers
Association. This data is not intended to create a database and does not serve in any way as a subgtitute for the
CUSIP services. Neither the Issuer nor the Financial Advisors take any responsibility for the accuracy of CUSIP

numbers.



APPENDIX B

FORM OF OFFICIAL ACTION



APPENDIX C

FORM OF OPINION OF CO-BOND COUNSEL
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