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Legal Authority

The legal authority under which the applicant was created and operates.: OTHER
Legal Authority Other Desc: Enabling Legislation



1999 76(R) H.B. No. 2965
Creation Legislation

AN ACT
relating to the creation, administration, powers, duties, operation, and financing of the North
Harris County Regional Water Authority; granting the power of eminent domain and the
authority to issue bonds; providing a civil penalty.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
ARTICLE 1. GENERAL PROVISIONS
SECTION 1.01. CREATION. (a) A regional water authority, to be known as the North
Harris County Regional Water Authority, is created in Harris County, subject to a confirmation
election held under Section 2.05 of this Act. The authority is a governmental agency and a body
politic and corporate.
(b) The authority is created under and is essential to accomplish the purposes provided by
Section 59, Article XV1, Texas Constitution.
SECTION 1.02. DEFINITIONS. In this Act:
(1) "Authority" means the North Harris County Regional Water Authority.
(2) "Board" means the board of directors of the authority.
(3) "Commission" means the Texas Natural Resource Conservation Commission.
(4) "Director" means a member of the board.
(5) "Local government" means a municipality, county, special district, or other
political subdivision of this state or a combination of two or more of those entities.
(6) "Person™ has the meaning assigned by Section 311.005, Government Code.
(7) "Subsidence district" means the Harris-Galveston Coastal Subsidence District.
(8) "System" means a network of pipelines, conduits, canals, pumping stations, force
mains, treatment plants, and any other construction, device, or related appurtenance used to treat

or transport water.
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(9) "Water" includes:
(A) groundwater, percolating or otherwise;
(B) any surface water, natural or artificial, navigable or nonnavigable; and
(C) industrial and municipal wastewater.
(10) "Subsidence" means the lowering in elevation of the surface of land by the
withdrawal of groundwater.
(11) "Agricultural crop™ means food or fiber commodities grown for resale or
commercial purposes that provide food, clothing, or animal feed.

SECTION 1.03. DESCRIPTION OF BOUNDARIES. (a) Except as provided by this section,
the authority includes the territory that is contained in the following area, whether the territory
contains noncontiguous parcels of land or whether the territory is located within the boundaries
of any other governmental entity or political subdivision of the state, but only if also contained in
one or more of the house districts described by this section:

BEGINNING at the intersection of the Harris and Waller County line with the north
right-of-way line of U.S. Highway 290 (current alignment);

THENCE northwest along the Harris and Waller County line to the intersection with Spring
Creek;

THENCE continuing southeasterly along said Harris and Waller County line, with the
meanders of Spring Creek to the intersection of the Waller and Montgomery County line;

THENCE southeasterly along the Harris and Montgomery County line continuing with the
meanders of said Spring Creek; to the intersection with the City of Houston, corporate limits;

THENCE along said City of Houston corporate limits, the following: south approximately one
half mile; east approximately one half mile to the City of Humble corporate limits; north along
said City of Humble corporate limits approximately one half mile to aforementioned Spring
Creek; east along Spring Creek to its confluence with the San Jacinto River to the intersection of
U.S. Highway 59; easterly and southerly along the take line for Lake Houston to the intersection
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with the southeasterly right-of-way of the Union Pacific Railroad; southwesterly along said
Union Pacific Railroad for approximately two miles; south to the north end of Duessen Parkway;
southeast along the east side of Duessen Parkway and along the north side of the access road to
the intersection with North Lake Houston Parkway;

THENCE departing said City of Houston corporate limits, west along the north side of said
North Lake Houston Parkway to the beginning of Mount Houston Road, and continuing west on
Mount Houston Road to the 6900 block to the intersection of Suburban;

THENCE south along Suburban to the City of Houston corporate limits;

THENCE along said City of Houston corporate limits, the following: west to Hirsch Road;
south along the west side of Hirsch Road to Langely; west along the south side of Langley to the
southbound feeder road of US Highway 59; northeast along the west side of the feeder road of
US Highway 59 to Little York; west along the south side of Little York to Bentley; north along
the east side of Bentley to Sagebrush; west along the north side of Sagebrush to Halls Bayou;
south along Halls Bayou to Little York; west along the south side of Little York to Aldine
Westfield Road; north along the east sides of Aldine Westfield Road to its intersection with the
easterly extension of the City of Houston corporate limits; west to the Hardy Toll Road; north
along the Hardy Toll Road approximately 0.25 miles; east approximately 0.35 mile; north
approximately 0.15 mile; west approximately 0.35 mile; northwest along the Hardy Toll Road
approximately 1 mile; southwesterly along an irregular path generally west to Carby; west along
Carby to Airline Drive; south along Airline Drive to Canino; west along Canino to Sweetwater;
north along Sweetwater to West Road; west to Interstate 45/US 75; south along Interstate 45/US
75 to south of Bluebell Road; southerly along an irregular path generally south and west to West
Mount Houston Road; west along Mount Houston Road to a line east of Ella Boulevard; south
along a line generally parallel to Ella Boulevard to south of West Gulf Bank; west along the
south side of West Gulf Bank to Tomball Parkway; northwest along Tomball Parkway
approximately 1.5 mile; west along an irregular path to North Houston-Rosslyn Road; north

{00185659}



along North Houston-Rosslyn Road to Vogel Creek; west along VVogel Creek to the FWD CRIP
RR; south along the FWD CRIP RR to Logview; west along Logview to Hollister; south along
Hollister to White Oak Bayou; east along White Oak Bayou to Twisting Vine; south along
Twisting Vine to West Little York; west along West Little York to Fairbanks North Houston;
south along Fairbanks North Houston to Cole Creek; west along Cole Creek to Hempstead Road;
northwest along Hempstead Road to Brittmore Road, also being the intersection with U.S.
Highway 290, Northwest Freeway;

THENCE departing said City of Houston corporate limits and continuing northwest along
U.S. Highway 290, Northwest Freeway, at Spencer Road;

THENCE northwest along U.S. Highway 290, Northwest Freeway (current alignment), to the
intersection of the Harris and Waller County line, the POINT OF BEGINNING.

(b) The authority includes only that territory described by Subsection (a) of this section that
is also in the following state representative districts as described by Article 11, Chapter 2, Acts of
the 72nd Legislature, 3rd Called Session, 1992 (Article I1, Article 195a-11, Vernon's Texas Civil
Statutes), as the districts existed on the effective date of this Act:

(1) District 127
(2) District 126;
(3) District 130;
(4) District 135; and
(5) District 150.

(c) Notwithstanding Subsections (a) and (b) of this section, the authority does not include any
area that, on the effective date of this Act, is inside the municipal limits of the city of Houston or
inside the municipal limits of the city of Humble.

(d) On a municipality's annexation of any of the authority's territory, the annexed territory is
excluded from the authority's territory. The authority shall continue to provide services to the
annexed territory in accordance with contracts in effect at the time of the annexation unless a
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written agreement between the board and the governing body of the municipality provides
otherwise.

SECTION 1.04. EXCLUSION OF CERTAIN TERRITORY. (a) A district organized under
Section 52, Article 111, or Section 59, Article XVI, Texas Constitution, that is located in the
portion of the territory described by Section 1.03(a) of this Act that is south of Beltway 8 or east
of U.S. Highway 59 may petition for exclusion of its territory from the authority's territory.
Before the 61st day after the date the authority receives the petition, the board shall:

(1) grant the petition and order the territory excluded if the petition:
(A) includes an accurate legal description of the boundaries of the territory
to be excluded; and
(B) the petition is filed with the authority before March 1, 2001; and
(2) if the board grants the petition, file for recording in the office of the county clerk
of Harris County a copy of the order and a description of the authority's boundaries as they exist
after the exclusion of the territory.

(b) The order excluding the territory is effective immediately after the order and description
are recorded.

SECTION 1.05. APPLICABILITY OF OTHER LAW. (a) This Act prevails over any
inconsistent provision of general law.

(b) This Act does not prevail over or preempt a provision of Chapter 151, Water Code, or
Chapter 36, Water Code, that is being implemented by the subsidence district.

SECTION 1.06. FINDING OF BENEFIT. All the land and other property included within
the boundaries of the authority will be benefited by the works and projects that are to be
accomplished by the authority under powers conveyed by this Act. The authority is created to
serve a public use and benefit.

ARTICLE 2. DIRECTORS
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SECTION 2.01. BOARD OF DIRECTORS. (a) The authority is governed by a board of five
directors.

(b) The board shall appoint a person to fill a vacancy in the office of director until the next
election for directors. If the position is not scheduled to be filled at the election, the person
elected to fill the position serves only for the remainder of the unexpired term.

(c) To be eligible to serve as director, a person must be a qualified voter in the voting district
from which the person is elected or appointed.

SECTION 2.02. METHOD OF ELECTION OF DIRECTORS. (a) One director shall be
elected from each of five single-member voting districts by the qualified voters of the voting
district.

(b) A person shall indicate on the person's application for a place on the ballot the voting
district that the person seeks to represent.

(c) Inthe manner described by Section 49.103(d), Water Code, the board shall redraw the
single-member voting districts as soon as practicable after:

(1) each federal decennial census; and
(2) any change in the boundaries of the authority.
(d) At the first election after each time the voting districts are redrawn:
(1) five new directors shall be elected to represent the single-member voting
districts; and
(2) the directors elected shall draw lots to determine their terms so that:
(A) two directors serve two-year terms; and
(B) three directors serve four-year terms.

(e) Subchapter C, Chapter 146, Election Code, applies to the consideration of votes for a

write-in candidate for the initial permanent director or permanent director as if the authority

were a municipality.
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SECTION 2.03. SERVICE OF DIRECTORS. (a) Temporary directors serve until the initial
permanent directors are elected under Section 2.05 of this Act.

(b) The initial permanent directors serve until permanent directors are elected under Section
2.06 of this Act.

(c) Permanent directors serve staggered four-year terms.

(d) A director serves until the director's successor has qualified.

SECTION 2.04. TEMPORARY DIRECTORS. (a) The temporary board of directors is
composed of three individuals appointed by the commission.

(b) If atemporary director fails to qualify for office, the temporary directors who have
qualified shall appoint a person to fill the vacancy. If at any time there are fewer than two
qualified temporary directors, or if the temporary directors cannot agree on the appointment, the
commission shall appoint the necessary number of persons to fill all vacancies on the board.

(c) A temporary director is not eligible to be elected under Section 2.05 of this Act.

SECTION 2.05. CONFIRMATION AND INITIAL PERMANENT DIRECTORS
ELECTION. (a) The temporary board of directors shall:

(1) establish five single-member voting districts in the manner described by Section
49.103(d), Water Code; and

(2) on the first uniform election date of the calendar year 2000 hold an election to
confirm the establishment of the authority and to elect five initial permanent directors.

(b) A person who desires to be a candidate for the office of initial permanent director may
file an application with the temporary board to have the candidate's name printed on the ballot.

(c) At the confirmation and initial permanent directors election, the temporary board of
directors shall have placed on the ballot:

(1) the name of each candidate filing for the office of director; and

(2) blank spaces to write in the names of other persons.
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(d) If the authority is created at the election, the temporary board of directors, at the time the
vote is canvassed, shall:
(1) declare the qualified person who receives the most votes for each position to be
elected as the initial director for that position; and
(2) include the results of the initial directors election in the authority's election
report to the commission.
(e) As soon as practicable after the initial permanent directors have qualified, the directors
shall draw lots to determine their terms so that:
(1) two directors serve terms that expire when permanent directors are elected at the
first election held under Section 2.06 of this Act; and
(2) three directors serve terms that expire when permanent directors are elected at
the second election held under Section 2.06 of this Act.
(f) Section 41.001(a), Election Code, does not apply to the confirmation and initial permanent
directors election held under this section.
(9) The temporary board of directors shall draft language for the ballot proposition used for
the confirmation election. The ballot proposition must clearly and completely explain:
(1) the powers and duties of the authority;
(2) whether the authority has the power of eminent domain;
(3) whether the authority has the authority to issue bonds;
(4) whether the authority has the authority to impose taxes; and
(5) whether the authority has the authority to impose fees.
(h) The ballot language must explain the nature of any fees or taxes the authority has the
authority to impose.
SECTION 2.06. ELECTION DATES. On the first uniform election date of the calendar year
in each subsequent even-numbered year, the appropriate number of directors shall be elected to
the board.
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SECTION 2.07. COST OF ELECTION. (a) The temporary board of the authority shall fund
the cost of the confirmation and initial permanent directors election if the temporary board is
able to find a reasonable means of funding the election.

(b) If the temporary board is unable to fund the entire cost of the election, the temporary
board of the authority and the board of directors of the subsidence district may execute an
agreement by which:

(1) the subsidence district shall pay the portion of the costs that could not be funded
by the district; and
(2) the authority shall repay the subsidence district for those costs within a
reasonable period.
ARTICLE 3. ADMINISTRATIVE PROVISIONS

SECTION 3.01. MEETINGS AND ACTIONS OF BOARD. The board shall meet at least
four times each year and may meet at any other time the board considers appropriate.

SECTION 3.02. GENERAL MANAGER. (a) The board shall employ a general manager as
the chief administrative officer of the authority. The board may delegate to the general manager
full authority to manage and operate the affairs of the authority subject only to the orders of the
board.

(b) The duties of the general manager include:

(1) the administration of the orders of the board,;

(2) coordination with state, federal, and local agencies;

(3) the oversight of development of authority plans and programs; and
(4) other duties assigned by the board.

(c) The board shall determine the terms of office and employment and the compensation to
be paid the general manager. The general manager may be discharged by majority vote of the

board.
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SECTION 3.03. EMPLOYEES; BONDS. (a) The general manager of the authority shall
employ all persons necessary for the proper handling of the business and operations of the
authority and may employ attorneys, bookkeepers, engineers, and other expert and specialized
personnel the board considers necessary. The general manager shall determine compensation to
be paid by the authority.

(b) The general manager may discharge employees of the authority.

(c) The general manager of the authority and each employee or contractor of the authority
who is charged with the collection, custody, or payment of any money of the authority shall
execute a fidelity bond in an amount determined by the board and in a form and with a surety
approved by the board. The authority shall pay for the bond.

ARTICLE 4. POWERS AND DUTIES

SECTION 4.01. GENERAL POWERS AND DUTIES. (a) The authority has all of the
rights, powers, privileges, authority, functions, and duties necessary and convenient to
accomplish the purposes of this Act, including those provided by Chapter 49, Water Code.

(b) The authority may:

(1) provide for the conservation, preservation, protection, recharge, and prevention
of waste of groundwater, and for the reduction of groundwater withdrawals, in a manner
consistent with the purposes of Section 59, Article XVI, Texas Constitution;

(2) for the purposes of reducing groundwater withdrawals and subsidence, acquire
or develop surface water and groundwater supplies from sources inside of or outside of the
boundaries of the authority and may conserve, store, transport, treat, purify, distribute, sell, and
deliver water to persons, corporations, municipal corporations, political subdivisions of the state,
and others, inside of and outside of the boundaries of the authority;

(3) enter into contracts with persons, including political subdivisions of the state, on
terms and conditions the board considers desirable, fair, and advantageous for the performance
of its rights, powers, and authority under this Act;
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(4) coordinate water services provided inside of, outside of, or into the authority;
and
(5) administer and enforce the provisions of the Act.

(c) The authority's rights, powers, privileges, authority, functions, and duties are subject to
the continuing right of supervision of the state, to be exercised by and through the commission.

(d) The authority shall exercise its rights, powers, privileges, and authority in a manner that
will promote regionalization of water treatment and distribution.

SECTION 4.02. AUTHORITY RULES. (a) The authority shall adopt and enforce rules
reasonably required to implement this Act, including rules governing procedures before the
board.

(b) The board shall compile its rules in a book and make them available for use and
inspection at the authority's principal office.

SECTION 4.03. FEES AND CHARGES. (a) The authority may establish fees and charges
as necessary to enable the authority to fulfill the authority's regulatory obligations provided by
this Act.

(b) The authority may charge against the owner of a well located in the authority's boundaries
a fee on the amount of water pumped from the well. The board shall establish the rate of a fee
under this subsection only after a special meeting on the fee. The board by rule may exempt
classes of wells from the fee under this subsection. The board may not apply the fee to a well:

(1) with a casing diameter of less than five inches that serves a single-family
dwelling;
(2) regulated under Chapter 27, Water Code;
(3) used for irrigation of agricultural crops;
(4) that produces 10 million gallons or less annually; or
(5) used solely for electric generation.
(c) Fees the board establishes must be sufficient to:
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(1) achieve water conservation, prevent waste of water, serve as a disincentive to
pumping groundwater, and accomplish the purposes of this Act, including making available
alternative water supplies; and

(2) enable the authority to meet operation and maintenance expenses and pay the
principal of and interest on debt issued in connection with the exercise of the authority's general
powers and duties.

(d) The temporary board may set fees to pay for the initial operation of the authority and the
election of the initial permanent board until the permanent board has been elected.

SECTION 4.04. CIVIL PENALTY; INJUNCTION. (a) A person who violates a rule or
order of the authority is subject to a civil penalty of not less than $50 and not more than $5,000
for each violation or each day of a continuing violation.

(b) The authority may bring an action to recover the penalty in a district court in the county
where the violation occurred. The penalty shall be paid to the authority.

(c) The authority may bring an action for injunctive relief in a district court in the county
where a violation of an authority rule or order occurs or is threatened to occur. The court may
grant to the authority, without bond or other undertaking, a prohibitory or mandatory injunction
that the facts warrant, including a temporary restraining order, temporary injunction, or
permanent injunction.

(d) The authority may bring an action for a civil penalty and injunctive relief in the same
proceeding.

SECTION 4.05. WATER SUPPLY PLANS. The authority by rule shall, as needed but not
less frequently than every five years, develop, prepare, revise, and adopt comprehensive water
supply and drought contingency plans for various areas of the authority. The plans:

(1) must be consistent with regional planning; and

(2) must include 10-year, 20-year, and 50-year projections of water needs within the
authority.
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SECTION 4.06. ACQUISITION, CONSTRUCTION, AND OPERATION OF SYSTEMS.
(@ The authority may:

(1) acquire and provide by purchase, gift, or lease a water treatment or supply
system inside of or outside of the authority's boundaries;

(2) design, finance, or construct a water treatment or supply system and provide
water services inside of or outside of the authority's boundaries;

(3) operate, lease, or sell a water treatment or supply system the authority constructs
or acquires; and

(4) contract with any person to operate or maintain a water treatment or supply
system the person owns.

(b) The authority shall give persons outside the authority's boundaries, including the city of
Houston, the option to contract for available excess capacity of the authority's water treatment or
supply system or, before construction of a water treatment or supply system begins, for
additional capacity of the system. The authority must offer a contract that would enable the
person to pay for the excess capacity or additional capacity in accordance with the person's pro
rata share of the capital investment and operational and maintenance costs for providing the
excess capacity or additional capacity.

SECTION 4.07. SALE OR REUSE OF WATER OR BY-PRODUCT. The authority may
store, sell, or reuse:

(1) water; or
(2) any by-product from the authority's operations.

SECTION 4.08. EMINENT DOMAIN. The authority may exercise the power of eminent
domain in the manner provided in Chapter 21, Property Code, to acquire property of any kind to
further authorized purposes of the authority. The authority may not exercise the power of

eminent domain outside of the boundaries of the authority.
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SECTION 4.09. CONTRACTS. (a) The authority may enter into a contract with any person
or legal entity regarding the performance of any purpose or function of the authority, including a
contract to jointly construct, finance, own, or operate works, improvements, facilities, plants,
equipment, or appliances necessary to accomplish a purpose or function of the authority. A
contract may be of unlimited duration.

(b) The authority may purchase an interest in a project used for a purpose or function of the
authority.

(c) The authority may contract for:

(1) the purchase or sale of water or water rights;

(2) the performance of activities within the powers of the authority to promote the
continuing and orderly development of land and property in the authority through the purchase,
construction, or installation of works, improvements, facilities, plants, equipment, or appliances
so that, to the greatest extent possible, considering sound engineering practices and economic
feasibility, all the land and property in the authority may receive services of the works,
improvements, facilities, plants, equipment, or appliances of the authority; or

(3) the construction, ownership, maintenance, or operation of any works,
improvements, facilities, plants, equipment, or appliances of the authority or another person or
legal entity.

(d) The authority may purchase surplus property from this state, the United States, or another
public entity through a negotiated contract without bids.

(e) An officer, agent, or employee of the authority who is financially interested in the
contract of the type described by Subsection (d) of this section shall disclose the interest to the
board before the board votes on the acceptance of the contract.

SECTION 4.10. COOPERATION WITH AND ASSISTANCE OF OTHER
GOVERNMENTAL ENTITIES. (a) In implementing this Act, the board may cooperate with
and request the assistance of the Texas Water Development Board, the commission, the United
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States Geological Survey, the subsidence district, other local governments, and other agencies of
the United States and this state.

(b) The subsidence district may enter into an interlocal contract with the authority to carry
out the authority's purposes and may carry out the governmental functions and services specified
in the interlocal contract.

(c) The board shall coordinate with the city of Houston to develop an interregional plan for a
system to distribute treated surface water in an economical and efficient manner.

SECTION 4.11. GIFTS AND GRANTS. The authority is authorized to accept a gift or grant
from money collected by the subsidence district under Chapter 151, Water Code, to fund a water
treatment or supply system. The authorization in this section is in addition to the authorization
provided in Section 49.229, Water Code.

SECTION 4.12. EXPENDITURES. (a) The authority's money may be disbursed only by
check, draft, order, or other instrument.

(b) Disbursements of the authority must be signed by at least two directors, except the board
by resolution may allow the general manager, treasurer, bookkeeper, or other employee of the
authority to sign disbursements.

(c) The board by resolution may allow disbursements to be transferred by federal reserve
wire system to accounts in the name of the authority.

SECTION 4.13. TAXATION. The authority may not impose an ad valorem tax.

ARTICLE 5. NOTES AND BONDS

SECTION 5.01. REVENUE NOTES. (a) The board, without an election, may borrow money
on negotiable notes of the authority to be paid solely from the revenue derived from any legal
source, including:

(1) tolls, charges, and fees the authority imposes;
(2) the sale of water, water or sewer services, or any other service or product of the
authority;
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(3) grants or gifts;

(4) the ownership and operation of all or a designated part of the authority's works,
improvements, facilities, plants, or equipment; and

(5) contracts between the authority and any person, including a local government.

(b) The notes may be first or subordinate lien notes at the board's discretion. An obligation
may not be a charge on the property of the authority. An obligation may only be a charge on
revenue pledged for the payment of the obligation.

SECTION 5.02. BONDS. (a) To carry out a power or authority conferred by this Act, the
authority may issue bonds secured by all or part of the revenue derived from any source,
including any source described by Section 5.01(a) of this Act.

(b) Inissuing or securing a bond or note of the authority, the authority may exercise any
power of an issuer under Chapter 656, Acts of the 68th Legislature, Regular Session, 1983
(Article 717q, Vernon's Texas Civil Statutes).

(c) The authority may conduct a public, private, or negotiated sale of the bonds.

(d) The authority's bonds must:

(1) be authorized by board resolution;
(2) beissued in the authority's name;
(3) be signed by the president or vice president of the board, which may be
accomplished by facsimile signature;
(4) be attested by the secretary of the board, which may be accomplished by
facsimile signature; and
(5) bear the authority's seal or facsimile seal.
(e) An authority bond may be secured by an indenture of trust with a corporate trustee.
(f) The authority may issue bonds in more than one series as required for carrying out the

purposes of this Act. In issuing bonds secured by revenue of the authority, the authority may
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reserve the right to issue additional bonds secured by the authority's revenue that are on a parity
with or are senior or subordinate to the bonds issued earlier.

(9) The resolution authorizing the bonds or the trust indenture securing the bonds may
specify additional provisions that constitute a contract between the authority and its bondholders.
The board may provide:

(1) for additional bond provisions; and
(2) for a corporate trustee or receiver to take possession of the authority's facilities if
the authority defaults.

(h) Section 49.181, Water Code, does not apply to bonds or notes issued by the authority.

SECTION 5.03. REFUNDING BONDS. The provisions of this Act that apply to the
authority's issuance of other bonds, their security, and the remedies of the holders apply to
refunding bonds.

SECTION 5.04. APPROVAL AND REGISTRATION OF BONDS. After the authority
authorizes bonds, the authority shall submit the bonds and the record relating to their issuance to
the attorney general for approval. If the bonds are secured by a pledge of the proceeds of a
contract between the authority and a municipality or other governmental agency, authority, or
district, the authority shall submit to the attorney general a copy of the contract and the
proceedings of the municipality or other governmental agency, authority, or district authorizing
the contract. If the attorney general finds that the bonds have been authorized and each contract
has been made in accordance with the constitution and laws of this state, the attorney general
shall approve the bonds and contracts. On approval, the bonds shall be registered by the
comptroller.

SECTION 5.05. FUNDING BY OTHER DISTRICTS. (a) The authority shall develop a
procedure for cooperatively funding a project of the authority with money from other districts
inside of the authority's boundaries if the authority project fulfills a governmental purpose of
both the authority and other districts.
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(b) Not later than the 90th day before the date the authority issues bonds, other than
refunding bonds, to finance a project, the authority shall provide written notice of the authority's
intention to issue the bonds to each district inside of the authority's boundaries that may be
benefited or affected by the project. The notice must include the value of the bonds planned to
be issued, a description of the project the bonds would finance, and a schedule of the portion of
the project costs financed by the bonds that may be allocated to each district benefited or
affected. The schedule must be prepared by means of a formula certified by the authority's
engineer.

(c) A district may enter into a contract with the authority for the district to finance a portion
of the proposed project with the district's resources instead of using proceeds from bonds of the
authority for that purpose. The contract must be executed before the authority issues the bonds.
As provided in the contract, the authority must:

(1) reduce the value of the bond issuance to the degree that the district provides
project funding; and
(2) credit the district for its contribution to the project financing and adjust the
allocation of revenue pledged to the payment of the bonds so that the authority avoids using, to a
degree commensurate with the contribution, revenue from the district to service the authority's
bond debt or interest.
ARTICLE 6. MISCELLANEOUS PROVISIONS

SECTION 6.01. FINDINGS RELATED TO PROCEDURAL REQUIREMENTS. (a) The
proper and legal notice of the intention to introduce this Act, setting out the general substance of
this Act, has been published as provided by law, and the notice and a copy of this Act have been
furnished to all persons, agencies, officials, or entities to which they are required to be furnished
by the constitution and other laws of this state, including the governor, who has submitted the

notice and the Act to the commission.
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(b) The commission has filed its recommendations relating to this Act with the governor,
lieutenant governor, and speaker of the house of representatives within the required time.

(c) All requirements of the constitution and laws of this state and the rules and procedures of
the legislature with respect to notice, introduction, and passage of this Act are fulfilled and
accomplished.

SECTION 6.02. EMERGENCY. The importance of this legislation and the crowded
condition of the calendars in both houses create an emergency and an imperative public necessity
that the constitutional rule requiring bills to be read on three several days in each house be
suspended, and this rule is hereby suspended, and that this Act take effect and be in force from

and after its passage, and it is so enacted.
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President of the Senate Speaker of the House

I certify that H.B. No. 2965 was passed by the House on April 22, 1999, by a non-record vote;
and that the House concurred in Senate amendments to H.B. No. 2965 on May 19, 1999, by the

following vote: Yeas 143, Nays 0, 2 present, not voting.

Chief Clerk of the House

I certify that H.B. No. 2965 was passed by the Senate, with amendments, on May 17, 1999,
by the following vote: Yeas 30, Nays 0.

Secretary of the Senate

APPROVED:

Date

Governor
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2001 77(R) H.B. No. 1110
Amendment

AN ACT
relating to the North Harris County Regional Water Authority.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF
TEXAS:
SECTION 1. Section 1.02, Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, is amended by adding Subdivision (12) to read as follows:

(12) "Groundwater reduction plan" means a plan adopted or

implemented to supply water, reduce reliance on groundwater, requlate groundwater pumping

and water usage, or require and allocate water usage among persons in order to comply with or

exceed the minimum requirements imposed by the subsidence district, including any applicable

groundwater reduction requirements.

SECTION 2. Section 1.03, Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, is amended by adding Subsection (e) to read as follows:

(e) Notwithstanding Subsections (a) and (b) of this section, the

authority does not include the territory of a district organized under Section 52, Article Ill, or

Section 59, Article XVI, Texas Constitution, located within the area described by Subsections (a)

and (b) of this section only if the territory meets both of the following criteria:

(1) any portion of the territory of the district was located

outside the area described by Subsections (a) and (b) of this section on the effective date of this

Act; and

(2) the district does not own, lease, or receive water for

nonemergency purposes from a well located within the area described by Subsections (a) and (b)
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of this section.
SECTION 3. Chapter 1029, Acts of the 76th Legislature, Regular
Session, 1999, is amended by adding Section 1.045 to read as follows:

Sec. 1.045. INCLUSION OF CERTAIN TERRITORY. (a) The

board of directors of a district organized under Section 52, Article 111, or Section 59, Article

XVI, Texas Constitution, all or part of which is not included within the boundaries of the

authority under Section 1.03 of this Act, may request by petition the inclusion of its territory in

the authority's territory. The petition must:

(1) be filed with the authority; and

(2) include an accurate legal description of the boundaries of

the territory to be included.

(b) If the authority has bonds, notes, or other obligations outstanding,

the board shall require the petitioning district to assume its share of the outstanding bonds, notes,

or other obligations.

(c) Before the 61st day after the date the authority receives the

petition, the board shall hold a hearing to consider the petition. The board may grant the petition

and order the territory described in the petition included in the authority's territory if:

(1) it is feasible, practicable, and to the advantage of the

authority; and

(2) the authority's system and other improvements of the

authority are sufficient or will be sufficient to supply the added territory without injuring the

territory already included in the authority.

(d)_If the board grants the petition, the board shall file for recording
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in the office of the county clerk of Harris County:

(1) a copy of the order; and

(2) a description of the authority's boundaries as they exist

after the inclusion of the territory.

(e) The order including the territory is effective immediately after the

order and description are recorded.

(f)_A district that petitions before January 1, 2002, for inclusion

within the territory of the authority shall not be required to pay any fee to the authority for

admission or reimbursement for activities the authority has undertaken since its creation in the

furtherance of its duties and functions. A district that petitions for inclusion within the territory

of the authority on or after January 1, 2002, shall be subject to such fees and reimbursements as

are in effect at the time of such petition and are applicable to such petitioners.

SECTION 4. Section 4.01, Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, is amended by amending Subsection (b) and adding
Subsections (e) through (h) to read as follows:

(b) The authority may:

(1) provide for the conservation, preservation, protection,
recharge, and prevention of waste of groundwater[-and-forthereduction-of groundwater
withdrawals;] in a manner consistent with the purposes of Section 59, Article XV1, Texas
Constitution;

(2) for the purposes of reducing groundwater withdrawals
and subsidence, acquire or develop surface water and groundwater supplies from sources inside
of or outside of the boundaries of the authority and may conserve, store, transport, treat, purify,
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distribute, sell, and deliver water to persons, corporations, municipal corporations, political
subdivisions of the state, and others, inside of and outside of the boundaries of the authority;

(3) enter into contracts with persons, including political
subdivisions of the state, on terms and conditions the board considers desirable, fair, and
advantageous for the performance of its rights, powers, and authority under this Act;

(4) coordinate water services provided inside of, outside of,
or into the authority; [and]

(5) provide for the reduction of groundwater withdrawals by

the development, implementation, or enforcement of a groundwater reduction plan as provided in

Subsection (&) of this section;

(6) identify sources of water other than groundwater to be

provided by the authority;

(7) specify the rates, terms, and conditions under which

sources of water other than groundwater will be provided by the authority, which may be

changed from time to time as deemed necessary by the authority;

(8) specify the dates and extent to which each person or

district within the authority's boundaries shall accept water from the authority; and

(9) administer and enforce the provisions of the Act.

(e) The authority may develop, implement, participate in, and enforce

a groundwater reduction plan. A groundwater reduction plan developed, implemented,

participated in, or enforced by the authority shall be binding on persons, districts, entities, and

wells within the authority's boundaries.

(f)_The authority may contract on such terms as are mutually
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agreeable with any person or district located outside the authority to allow the person or district

to be included in the authority's groundwater reduction plan. Such contracts shall have the same

force and effect as if the person or district were located within the authority, except that the

person or district shall not have the right to vote in elections for members of the board of the

authority.

(q) _The plan authorized by Subsection (e) of this section may bhe

amended from time to time at the discretion of the authority subject to the requirements and

procedures of the subsidence district applicable to the amendment of groundwater reduction

plans.

(h) The groundwater reduction plan developed by the authority may

exceed the minimum requirements imposed by the subsidence district, including without

limitation any applicable groundwater reduction requirements.

SECTION 5. Section 4.08, Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, is amended to read as follows:

Sec. 4.08. EMINENT DOMAIN. (a) The authority may exercise the
power of eminent domain inside the boundaries of the authority [tr-the-mannerprovided-in
Chapter21,Property-Code;] to acquire property of any kind to further the authorized purposes of
the authorityl[-
beundaries-of-the-authority].

(b)(1) The authority may exercise the power of eminent domain

outside the boundaries of the authority to acquire any land, easements, or other property for

purposes of pumping, treating, storing, and transporting water.

(2) The authority may not use the power of eminent domain
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granted by Subsection (b)(1) of this section for the condemnation of land for the purpose of

acquiring rights to underground water or water or water rights.

(3) The authority may not use the power of eminent domain

granted by Subsection (b)(1) of this section to acquire property of any kind that is:

(A) owned by a municipality with a population of

1.6 million or more or any instrumentality of a municipality with a population of 1.6 million or

more, including any local government corporation created by the municipality; or

(B) located within the corporate boundaries of a

municipality with a population of 1.6 million or more for limited or general purposes as of

February 1, 2001.

(4) Notwithstanding Subsection (b)(3)(B) of this section, the

authority may use the power of eminent domain granted by Subsection (b)(1) of this section to

acquire property:

(A) within the corporate boundaries of a

municipality with a population of 1.6 million or more if:

(i) the condemnation is to be used to

provide facilities between two points that are within the authority; and

(ii) the area within the municipality is

bounded by a line parallel to and 150 feet north of the north side of Greens Bayou and by a line

parallel to and 150 feet south of the south side of Greens Bayou;

(B) that is within the corporate boundaries of a

municipality with a population of 1.6 million and annexation of the territory by the municipality

was completed between January 1, 1962, and January 1, 1964; or
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(C) that is within an area of the corporate

boundaries of a municipality with a population of 1.6 million or more if the municipality grants

permission for such condemnation.

(c) The power of eminent domain granted by Subsections (a) and (b)

of this section shall be exercised in the manner provided in Chapter 21, Property Code, except

that the authority shall not be required to give bond for appeal or bond for costs in any

condemnation suit, or other suit to which it is a party, and shall not be required to deposit more

than the amount of any award in any suit.

(d) When exercising the power of eminent domain granted by

Subsections (a) and (b) of this section, the authority may elect to condemn either the fee simple

or a lesser property interest.

(e) The authority may not exercise the power of eminent domain

granted by Subsections (a) and (b) of this section to acquire property of any kind in a county that:

(1) has a population of more than 245,000;

(2) borders the Gulf of Mexico; and

(3) is adjacent to a county with a population of more than

1.6 million.

SECTION 6. Section 4.12(b), Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, is amended to read as follows:

(b) Disbursements of the authority must be signed by at least two

directors, except, notwithstanding any other law, the board by resolution may allow the general

manager, treasurer, bookkeeper, or other employee of the authority to sign disbursements.
SECTION 7. Article 4, Chapter 1029, Acts of the 76th Legislature,
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Regular Session, 1999, is amended by adding Section 4.14 to read as follows:

Sec. 4.14. INCLUDED DISTRICTS. A district inside of the

authority's boundaries retains its separate identity, powers, and duties, except that the district is

subject to the powers and duties of the authority, including those powers and duties of the

authority necessary to develop, implement, and enforce a groundwater reduction plan.

SECTION 8. Section 1.04, Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, is repealed.

SECTION 9. This Act takes effect immediately if it receives a vote of
two-thirds of all the members elected to each house, as provided by Section 39, Article 111, Texas
Constitution. If this Act does not receive the vote necessary for immediate effect, this Act takes

effect September 1, 2001.
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President of the Senate Speaker of the House

I certify that H.B. No. 1110 was passed by the House on March 21,

2001, by the following vote: Yeas 146, Nays 0, 1 present, not voting.

Chief Clerk of the House

I certify that H.B. No. 1110 was passed by the Senate on May 17,

2001, by the following vote: Yeas 30, Nays 0, 1 present, not voting.

Secretary of the Senate

APPROVED:

Date

Governor
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2001 77(R) S.B. No. 2
Amendment
*Relevant sections highlighted in yellow*

AN ACT

relating to the development and management of the water resources of the state, including the
ratification of the creation of certain groundwater conservation districts; providing penalties.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF
TEXAS:

ARTICLE 1. TEXAS WATER ADVISORY COUNCIL

SECTION 1.01. Subtitle A, Title 2, Water Code, is amended by

adding Chapter 9 to read as follows:

CHAPTER 9. TEXAS WATER ADVISORY COUNCIL

Sec. 9.001. DEFINITIONS. In this chapter:

(1) "Authority" means an entity listed in Section 9.010(b).

(2) "Board" means the governing body of an authority.

(3) "Commission" means the Texas Natural Resource

Conservation Commission.

(4) "Conjunctive use" means the combined use of

groundwater and surface water sources that optimizes the beneficial characteristics of each

source.

(5) "Council" means the Texas Water Advisory Council.

Sec. 9.002. CREATION AND MEMBERSHIP. (a) The council

consists of 13 members as follows:

(1) the chairman, or a board member designated by the

chairman, of the Texas Water Development Board;
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(2) the chairman, or a commissioner designated by the

chairman, of the commission;

(3) the chairman, or a commissioner designated by the

chairman, of the Parks and Wildlife Commission;

(4) the commissioner of agriculture;

(5) the commissioner of the General Land Office;

(6) three members of the house of representatives appointed

by the speaker of the house of representatives;

(7)_two members of the senate appointed by the lieutenant

governor; and
(8) three members of the general public appointed by the

governor, one representing groundwater management, one representing surface water

management, and one representing the environmental community.

(b) Council members may not delegate participation or council duties

to staff.

Sec. 9.003. TERMS. (a) Except for the commissioner of the General

Land Office and the commissioner of agriculture, council members who are officials of state

agencies serve terms as determined by the chairman of each agency.

(b) Council members who are members of the general public serve

staggered six-year terms with the term of one member expiring August 31 of each odd-numbered

year.

(c) Council members may be reappointed to serve additional terms.

(d) A vacancy on the council shall be filled by appointment by the

original appointing authority for the unexpired term.
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Sec. 9.004. OFFICERS OF THE COUNCIL. (a) The governor shall

appoint a council member as the chair of the council for a two-year term expiring May 31 of

gach even-numbered year.

(b) The council shall have a secretary of the council who serves at the

pleasure of the council and is accountable only to the council.

Sec. 9.005. COUNCIL STAFF. On request by the council, the

commission, the Parks and Wildlife Department, the Department of Agriculture, and the Texas

Water Development Board shall provide any staff other than the secretary of the council

necessary to assist the council in the performance of its duties.

Sec. 9.006. MEETINGS. (a) The council shall meet at least once in

each calendar quarter. Six members constitute a guorum.

(b) The council is subject to Chapters 551 and 2001, Government

Code.
Sec. 9.007. COMPENSATION OF MEMBERS. (a) Members of the

council serve without compensation but may be reimbursed by legislative appropriation for

actual and necessary expenses related to the performance of council duties.

(b) Reimbursement under Subsection (a) is subject to the approval of

the chair.

Sec. 9.008. POWERS AND DUTIES OF COUNCIL. (a) The

council shall:

(1) heighten the level of dialogue on significant water policy

issues and, in an advisory role only, strive to provide focus and recommendations on state water

policy initiatives, including:
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(A) promoting flexibility and incentives for water

desalination, brush control, regionalization, weather modification projects, and public-private

partnerships relating to water projects;

(B) promoting adequate financing for surface water

and groundwater projects;

(C) development of water conservation and drought

management projects;

(D) implementation of approved regional and state

water plans;

(E) encouraging commonality of technical data and

information such as joint agency studies, freshwater inflow recommendations, surface water and

groundwater availability models, and bay and estuary and instream flow recommendations

developed by the Parks and Wildlife Department, the commission, and the Texas Water

Development Board; and

(F) encouraging the use of supplemental

environmental projects for water infrastructure needs and enhancing the aquatic environment and

habitat in enforcement proceedings at a state agency or political subdivision;

(2) encourage the enhancement and coordination of state,

interstate, and international efforts to improve environmental guality and living conditions along

the Texas-Mexico border;

(3) coordinate a unified state position on federal and

international water issues; and

(4) advise the Texas Water Development Board on

developing criteria for prioritizing the funding of projects in the state water plan.

(b) The council may not:
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(1) adopt rules;

(2) regulate water use, water quality, or any other aspect of

water resource management;

(3) plan or construct water resource projects or have such

projects planned or constructed;

(4) grant or lend money for the construction of water

resource projects;

(5) establish water resource management standards or

otherwise usurp the authority of or infringe upon the duties, responsibilities, or powers of local,

regional, or state water management entities, including groundwater districts, river authorities

and compacts, regional water planning groups, or member agencies of the council; or

(6) consider or discuss a specific permit or project or

recommendation for a project until the water permit has been issued by the state and all motions

for rehearing have been overruled.

Sec. 9.009. REPORT. Not later than December 1 of each

even-numbered vear, the council shall submit a report to the governor, lieutenant governor, and

speaker of the house of representatives and to the senate and house standing committees with

primary responsibility over water resource management and financing. The report must include

findings of the council made in the periodic reviews of authorities during the preceding two-year

period and any other findings and recommendations the council considers necessary.

Sec. 9.010. ANALYSIS OF AUTHORITIES. (a) On a five-year

cycle, each authority shall provide the council with the information required by Sections 9.011

and 9.012. The information shall be provided to the council in the order of groups described in

Subsection (b), with the information submitted by group 1 by the council's first guarterly meeting

of the five-year period and group 2 submitted by the council's third quarterly meeting of the
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period. The council shall continue in numerical order to receive the information by each group

at every other quarterly meeting until all 10 groups have been completed and then shall

recommence the cycle.

(b) Authorities shall provide the information under Subsection (a) in

the following groups:

(1) in group 1, Northeast Texas Municipal Water District;

(2) _in group 2, Angelina and Neches River Authority, Lower

Neches Valley Authority, Sabine River Authority, and Upper Neches River Municipal Water

Authority;
(3) in group 3, Red River Authority of Texas, Sulphur River

Municipal Water District, and Sulphur River Basin Authority;

(4) in group 4, San Jacinto River Authority, Gulf Coast

Water Authority, and North Harris County Reqional Water Authority;

(5) in group 5, North Texas Municipal Water District,

Tarrant Regional Water District, Trinity River Authority of Texas, and Dallas County Utility and

Reclamation District;

(6) in group 6, Brazos River Authority, West Central Texas

Municipal Water District, and North Central Texas Municipal Water Authority;

(7) in group 7, Guadalupe-Blanco River Authority,

Lavaca-Navidad River Authority, Lower Colorado River Authority, and Upper Guadalupe River

Authority;
(8) in group 8, Nueces River Authority, San Antonio River

Authority, and Bexar-Medina-Atascosa Counties Water Control and Improvement District No. 1;

(9) in group 9, Colorado River Municipal Water District,

Central Colorado River Authority, and Upper Colorado River Authority; and
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(10) in group 10, Canadian River Municipal Water

Authority and Mackenzie Municipal Water Authority.

(c) The council may not require an authority under this section to

submit the information required under Section 9.012 more than once every five years. The

council may, however, request an authority that has submitted information to provide follow-up

information on any specific item or issue raised during the initial council analysis.

(d) The council, on a request by an authority, may modify the

schedule in order to have the flexibility in scheduling the information submittal and council

analysis, if needed, to be more responsive to particular circumstances, changing conditions, or

time-sensitive conflicts.

Sec. 9.011. PERFORMANCE STANDARDS. (a) Before its

five-year analysis under Section 9.010, an authority shall report to the council a self-assessment

of:

(1) how the authority is achieving its stated mission and

goals, including an identification of any barriers to achieving the mission and goals;

(2) how the authority is providing service to its customers,

including mechanisms the authority provides to encourage input from the public and its

customers;

(3) how the authority is addressing issues raised by its most

recent management audit, if the audit is required by commission rule to be performed, including

its administrative policies; and

(4) the authority's role in the regional water planning

process.

(b) The authority's report to the council under this section must

include recommendations related to:
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(1) any interregional issues the authority has identified as

problematic and any potential solutions to those issues; and

(2) solutions to any barriers the authority determines are

interfering with the successful implementation of the approved regional water plan or state water

plan.
Sec. 9.012. ADMINISTRATIVE POLICIES FOR AUTHORITIES.

The commission shall expand the applicability of its rules under 30 T.A.C. Chapter 292 to

include all the authorities subject to this chapter. The commission shall provide the council with

copies of the most recent information provided by each authority in accordance with its

administrative rules.

Sec. 9.013. GIFTS AND GRANTS. The council may accept qgifts

and grants from any source to carry out the purposes of this chapter. The use of gifts and grants

other than leqislative appropriations is subject only to limitations contained in the gift or grant.

Sec. 9.014. FUNDING. (a) The interagency water advisory account

is a special account in the general revenue fund.

(b) The interagency water advisory account consists of legislative

appropriations, gifts and grants received under Section 9.013, and other money required by law

to be deposited in the account.

(c) Money in the interagency water advisory account may be used

only as provided by this chapter.

Sec. 9.015. CONTINUING RIGHT OF SUPERVISION. Nothing in

this chapter affects the continuing right of supervision over authorities by the commission as

provided by Section 12.081.

Sec. 9.016. PUBLIC PARTICIPATION. The council shall

encourage public input regarding the exercise of its powers and duties under Section 9.008, its
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preparation of the report described in Section 9.009, and its analysis of authorities under Sections

9.010 and 9.011.

Sec. 9.017. DISSOLUTION OF COUNCIL AND ACCOUNT.

Unless extended by the 78th Texas Leaqislature, this chapter and the interagency water advisory

account expire on September 1, 2005.

ARTICLE 2. SURFACE WATER AND GROUNDWATER
CONJUNCTIVE MANAGEMENT; REGULATORY INCENTIVES
SECTION 2.01. Section 11.002, Water Code, is amended by adding
Subdivisions (11), (12), (13), and (14) to read as follows:

(11) "River basin" means a river or coastal basin designated

by the board as a river basin under Section 16.051. The term does not include waters originating

in bays or arms of the Gulf of Mexico.

(12) "Agriculture” means any of the following activities:

(A) cultivating the soil to produce crops for human

food, animal feed, or planting seed or for the production of fibers;

(B) the practice of floriculture, viticulture,

silviculture, and horticulture, including the cultivation of plants in containers or nonsoil media,

by a nursery grower;

(C) raising, feeding, or keeping animals for

breeding purposes or for the production of food or fiber, leather, pelts, or other tangible products

having a commercial value;

(D) raising or keeping equine animals;

(E) wildlife management; and
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(F) planting cover crops, including cover crops

cultivated for transplantation, or leaving land idle for the purpose of participating in any

governmental program or normal crop or livestock rotation procedure.

(13) "Agricultural use" means any use or activity involving

agriculture, including irrigation.

(14) "Nursery grower" means a person who grows more than

50 percent of the products that the person either sells or leases, reqardless of the variety sold,

leased, or grown. For the purpose of this definition, "grow" means the actual cultivation or

propagation of the product beyond the mere holding or maintaining of the item prior to sale or

lease and typically includes activities associated with the production or multiplying of stock such

as the development of new plants from cuttings, grafts, plugs, or seedlings.

SECTION 2.02. Subsection (a), Section 11.023, Water Code, is
amended to read as follows:
(a) State water may be appropriated, stored, or diverted for:
(1) domestic and municipal uses, including water for
sustaining human life and the life of domestic animals;

(2) agricultural uses and industrial uses, meaning processes

designed to convert materials of a lower order of value into forms having greater usability and
commercial value, including the development of power by means other than hydroelectric;

(3) [irigation;

[€4}] mining and recovery of minerals;

(4) [(5)] hydroelectric power;

(5) [¢6)] navigation;

(6) [€A] recreation and pleasure;

(7) [(8)-—stockraising;
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[€9)] public parks; and

(8) [€26)] game preserves.

SECTION 2.03. Section 11.024, Water Code, is amended to read as
follows:

Sec. 11.024. APPROPRIATION: PREFERENCES. In order to
conserve and properly utilize state water, the public welfare requires not only recognition of
beneficial uses but also a constructive public policy regarding the preferences between these
uses, and it is therefore declared to be the public policy of this state that in appropriating state
water preference shall be given to the following uses in the order named:

(1) domestic and municipal uses, including water for
sustaining human life and the life of domestic animals, it being the public policy of the state and
for the benefit of the greatest number of people that in the appropriation of water as herein
defined, the appropriation of water for domestic and municipal uses shall be and remain superior
to the rights of the state to appropriate the same for all other purposes;

(2) agricultural uses and industrial uses, which means

[meaning] processes designed to convert materials of a lower order of value into forms having
greater usability and commercial value, including the development of power by means other than
hydroelectric;

(3) [irigation;

[€4)] mining and recovery of minerals;

(4) [{5)] hydroelectric power;

(5) [£6)] navigation;

(6) [€A] recreation and pleasure; and

(7) [€8)] other beneficial uses.
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SECTION 2.04. Section 11.038, Water Code, is amended to read as
follows:

Sec. 11.038. RIGHTS OF OWNERS OF LAND ADJOINING
CANAL, ETC. (a) A person who owns or holds a possessory interest in land adjoining or
contiguous to a canal, ditch, flume, lateral, dam, reservoir, or lake constructed and maintained
under the provisions of this chapter and who has secured a right to the use of water in the canal,
ditch, flume, lateral, dam, reservoir, or lake is entitled to be supplied from the canal, ditch, flume,

lateral, dam, reservoir, or lake with water [fer-rigation-ef-theland-and] for agricultural uses,

mining, milling, manufacturing, development of power, and stock raising, in accordance with the

terms of the person's [his] contract.

(b) If the person, association of persons, or corporation owning or
controlling the water and the person who owns or holds a possessory interest in the adjoining
land cannot agree on a price for a permanent water right or for the use of enough water for

irrigation of the person's land or for agricultural uses, mining, milling, manufacturing,

development of power, or stock raising, then the party owning or controlling the water, if the
person [ke] has any water not contracted to others, shall furnish the water necessary for these
purposes at reasonable and nondiscriminatory prices.

SECTION 2.05. Subsection (p), Section 11.085, Water Code, is
amended to read as follows:

(0) [Fort  thi ion_a basin-isdesi | idod
acecordance-with-Section-16-051-of this-code:] A river basin may not be redesignated in order
to allow a transfer or diversion of water otherwise in violation of this section.

SECTION 2.06. Section 11.088, Water Code, is amended to read as

follows:
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Sec. 11.088. DESTRUCTION OF WATERWORKS. No person may
wilfully cut, dig, break down, destroy, or injure or open a gate, bank, embankment, or side of any
ditch, canal, reservoir, flume, tunnel or feeder, pump or machinery, building, structure, or other
work which is the property of another, or in which another owns an interest, or which is lawfully
possessed or being used by another, and which is used for [#+igatien;] milling, mining,

manufacturing, the development of power, domestic purposes, agricultural uses, or stock raising,

with intent to:
(1) maliciously injure a person, association, corporation,
water improvement or irrigation district;
(2) gain advantage for himself; or
(3) take or steal water or cause water to run out or waste out
of the ditch, canal, or reservoir, feeder, or flume for his own advantage or to the injury of a
person lawfully entitled to the use of the water or the use or management of the ditch, canal,
tunnel, reservoir, feeder, flume, machine, structure, or other irrigation work.
SECTION 2.07. Subsection (a), Section 11.122, Water Code, is
amended to read as follows:
(@) All holders of permits, certified filings, and certificates of
adjudication issued under Section 11.323 of this code shall obtain from the commission authority
to change the place of use, purpose of use, point of diversion, rate of diversion, acreage to be

irrigated, or otherwise alter a water right. Without obtaining an amendment, the holder of a

permit, certified filing, or certificate of adjudication that includes industrial or irrigation use may

use or supply water for an agricultural use that was classified as industrial or irrigation before

September 1, 2001.

SECTION 2.08. Subsection (b), Section 11.134, Water Code, is

amended to read as follows:
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(b) The commission shall grant the application only if:
(1) the application conforms to the requirements prescribed
by this chapter and is accompanied by the prescribed fee;
(2) unappropriated water is available in the source of supply;
(3) the proposed appropriation:
(A) is intended for a beneficial use;
(B) does not impair existing water rights or vested
riparian rights;
(C) is not detrimental to the public welfare;
(D) considers the assessments performed under
Sections 11.147(d) and (e) and Sections 11.150, 11.151, and 11.152 [effects-ofany-hydrological
eonnecton-between-surface-waterand-groundwater|; and

(E) addresses a water supply need in a manner that

is consistent with the state water plan and the relevant [ar] approved regional water plan for any
area in which the proposed appropriation is located, unless the commission determines that
conditions warrant waiver of this requirement; and
(4) the applicant has provided evidence that reasonable

diligence will be used to avoid waste and achieve water conservation as defined by Subdivision
(8)(B), Section 11.002[-efthis-code].

SECTION 2.09. Section 11.142, Water Code, is amended to read as
follows:

Sec. 11.142. PERMIT EXEMPTIONS. (a) Without obtaining a
permit, a person may construct on the person's [kis] own property a dam or reservoir with normal
storage of not more than 200 acre-feet of water for domestic and livestock purposes. A person

who temporarily stores more than 200 acre-feet of water in a dam or reservoir described by this

{00185659}



subsection is not required to obtain a permit for the dam or reservoir if the person can

demonstrate that the person has not stored in the dam or reservoir more than 200 acre-feet of

water on average in any 12-month period. This exemption does not apply to a commercial

operation.

(b) Without obtaining a permit, a person may construct on the

person's property a dam or reservoir with normal storage of not more than 200 acre-feet of water

for fish and wildlife purposes if the property on which the dam or reservoir will be constructed is

gualified open-space land, as defined by Section 23.51, Tax Code. This exemption does not

apply to a commercial operation.

(c) Without obtaining a permit, a person who is drilling and
producing petroleum and conducting operations associated with drilling and producing
petroleum may take for those purposes state water from the Gulf of Mexico and adjacent bays
and arms of the Gulf of Mexico in an amount not to exceed one acre-foot during each 24-hour
period.

(d) [€e)] Without obtaining a permit, a person may construct or
maintain a reservoir for the sole purpose of sediment control as part of a surface coal mining
operation under the Texas Surface Coal Mining and Reclamation Act (Article 5920-11, Vernon's
Texas Civil Statutes).

SECTION 2.10. Section 11.146, Water Code, is amended by adding
Subsection (g) to read as follows:

(g) This section does not apply to a permit for construction of a

reservoir designed for the storage of more than 50,000 acre-feet of water.

SECTION 2.11. Subsection (b), Section 11.147, Water Code, is

amended to read as follows:
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(b) In its consideration of an application for a permit to store, take, or
divert water, the commission shall assess the effects, if any, of the issuance of the permit on the
bays and estuaries of Texas. For permits issued within an area that is 200 river miles of the
coast, to commence from the mouth of the river thence inland, the commission shall include in
the permit, to the extent practicable when considering all public interests and the studies

mandated by Section 16.058 as evaluated under Section 11.1491, those conditions considered

necessary to maintain beneficial inflows to any affected bay and estuary system.

SECTION 2.12. Subsection (b), Section 11.173, Water Code, is
amended to read as follows:

(b) A permit, certified filing, or certificate of adjudication or a portion
of a permit, certified filing, or certificate of adjudication is exempt from cancellation under
Subsection (a) [efthis-section]:

(1) to the extent of the owner's participation in the
Conservation Reserve Program authorized by the Food Security Act, Pub.L. No. 99-198, Secs.
1231-1236, 99 Stat. 1354, 1509-1514 (1985) or a similar governmental program; [of]

(2) if asignificant [any] portion of the water authorized to be
used pursuant to a permit, certified filing, or certificate of adjudication has been used in

accordance with a specific recommendation for meeting a water need included in the regional

water plan approved pursuant to Section 16.053;

(3) _if the permit, certified filing, or certificate of

adjudication:

(A) was obtained to meet demonstrated long-term

public water supply or electric generation needs as evidenced by a water management plan

developed by the holder; and
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(B) is consistent with projections of future water

needs contained in the state water plan; or

(4) if the permit, certified filing, or certificate of

adjudication was obtained as the result of the construction of a reservoir funded, in whole or in

part, by the holder of the permit, certified filing, or certificate of adjudication as part of the

holder's long-term water planning [efthis-code].

SECTION 2.13. Subsection (b), Section 11.177, Water Code, is
amended to read as follows:
(b) In determining what constitutes reasonable diligence or a justified
nonuse as used in Subsection (a)(2) [efthis-seetion], the commission shall give consideration to:
(1) whether sufficient water is available in the source of
supply to meet all or part of the appropriation during the 10-year period of nonuse;

(2) whether the nonuse is justified by the holder's

participation in the federal Conservation Reserve Program or a similar governmental program as

provided by Section 11.173(b)(1) [ef-thiscede];

{00185659}



[€5)}] whether the existing or proposed authorized purpose
and place of use are consistent with an approved regional water plan as provided by Section
16.053 [of-thiscode];

(4) [€6)] whether the permit, certified filing, or certificate of
adjudication has been deposited into the Texas Water Bank as provided by Sections 15.7031 and
15.704 [ef-this-code] or whether it can be shown that the water right or water available under the
right is currently being made available for purchase through private marketing efforts; or

(5) [€A] whether the permit, certified filing, or certificate of
adjudication has been reserved to provide for instream flows or bay and estuary inflows.

SECTION 2.14. Subdivision (2), Section 15.701, Water Code, is
amended to read as follows:

(2) "Depositor" means a person who deposits or has on
deposit a water right in the water bank or trust.

SECTION 2.15. Section 16.012, Water Code, is amended by adding
Subsections (1) and (m) to read as follows:

(1) The executive administrator shall obtain or develop groundwater

availability models for major and minor aquifers in coordination with groundwater conservation

districts and regional water planning groups created under Section 16.053 that overlie the

aquifers. Modeling of major aquifers shall be completed not later than October 1, 2004. On

completing a groundwater availability model for an aquifer, the executive administrator shall

provide the model to each groundwater conservation district and each regional water planning

group created under Section 16.053 overlying that aquifer.

(m) The executive administrator may conduct surveys of entities

using groundwater and surface water at intervals determined appropriate by the executive

administrator to gather data to be used for long-term water supply planning. Recipients of the
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survey shall complete and return the survey to the executive administrator. A person who fails to

timely complete and return the survey is not eligible for funding from the board for board

programs and is ineligible to obtain permits, permit amendments, or permit renewals from the

commission under Chapter 11. A person who fails to complete and return the survey commits an

offense that is punishable as a Class C misdemeanor. Surveys obtained by the board from

nongovernmental entities are excepted from the requirements of Section 552.021, Government

Code, unless otherwise directed in writing by the person completing the survey. This subsection

does not apply to survey information regarding windmills used for domestic and livestock use.

SECTION 2.16. Subsections (a), (f), (g), and (h), Section 16.051,
Water Code, are amended to read as follows:

(@) Not [Ne] later than January 5, 2002, and before the end of each
successive five-year period after that date [everyfive-years-thereafter], the board shall prepare,

develop, formulate, and adopt a comprehensive state water plan that incorporates the regional

water plans approved under Section 16.053. The state water plan shall provide for the orderly
development, management, and conservation of water resources and preparation for and
response to drought conditions, in order that sufficient water will be available at a reasonable
cost to ensure public health, safety, and welfare; further economic development; and protect the
agricultural and natural resources of the entire state.
(f) The legislature may designate a[:
[€5)] river or stream segment of unique ecological value.

This designation solely means that a state agency or political subdivision of the state may not

finance the actual construction of a reservoir in a specific river or stream segment designated by

the legislature under this subsection.

(q) _The leqgislature may designate af:-of

[€2)] site of unique value for the construction of a reservoir.
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[€g)] A state agency or political subdivision of the state may not

obtain a fee title or an easement that would[:

[€2)] significantly prevent the construction of a reservoir on

a site designated by the legislature under [Subsection-(E-of] this subsection [seetion].

(h) The board, the commission, or the Parks and Wildlife Department
or a political subdivision affected by an action taken in violation of Subsection (f) or (g) [efthis
section] may bring a cause of action to remedy or prevent the violation. A cause of action
brought under this subsection must be filed in a district court in Travis County or in the county in
which the action is proposed or occurring.

SECTION 2.17. Subsections (d) and (e), Section 16.053, Water Code,
are amended to read as follows:

(d) The board shall provide guidelines for the consideration of
existing regional planning efforts by regional water planning groups. The board shall provide
guidelines for the format in which information shall be presented in the regional water plans.

The board by rule shall require a holder of a surface water permit, a certified filing, or a

certificate of adjudication for surface water, a holder of a permit for the export of groundwater

from a groundwater conservation district, a retail public water supplier, a wholesale water

provider, an irrigation district, and any other person who is transporting groundwater or surface

water 20 miles or more to report to the board information on certain water pipelines and other

facilities that can be used for water conveyance. Nothing in the initial planning effort shall

prevent development of a management plan or project where local or regional needs require

action prior to completion of the initial regional water plan under this section.
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(e) Each regional water planning group shall submit to the board a
regional water plan that:

(1) is consistent with the guidance principles for the state
water plan adopted by the board under Section 16.051(d);

(2) provides information based on data provided or approved
by the board in a format consistent with the guidelines provided by the board under Subsection
(d);

(3) identifies:

(A) each source of water supply in the regional
water planning area in accordance with the guidelines provided by the board under Subsections
(d) and (f);

(B) factors specific to each source of water supply
to be considered in determining whether to initiate a drought response; [and]

(C) actions to be taken as part of the response; and

(D) information on water pipelines and other

facilities that can be used for water conveyance, including, but not limited to, currently used and

abandoned oil, gas, and water pipelines, as provided by board rules and quidelines;

(4) has specific provisions for water management strategies
to be used during a drought of record;
(5) includes but is not limited to consideration of the
following:
(A) any existing water or drought planning efforts
addressing all or a portion of the region;
(B) certified groundwater conservation district

management plans and other plans submitted under Section 16.054;
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(C) all potentially feasible water management
strategies, including but not limited to improved conservation, reuse, and management of
existing water supplies, acquisition of available existing water supplies, and development of new
water supplies;

(D) protection of existing water rights in the region;

(E) opportunities for and the benefits of developing
regional water supply facilities or providing regional management of water supply facilities;

(F) appropriate provision for environmental water
needs and for the effect of upstream development on the bays, estuaries, and arms of the Gulf of
Mexico and the effect of plans on navigation;

(G) provisions in Section 11.085(k)(1) if interbasin
transfers are contemplated;

(H) voluntary transfer of water within the region
using, but not limited to, regional water banks, sales, leases, options, subordination agreements,
and financing agreements; and

() emergency transfer of water under Section
11.139, including information on the part of each permit, certified filing, or certificate of
adjudication for nonmunicipal use in the region that may be transferred without causing
unreasonable damage to the property of the nonmunicipal water rights holder; [and]

(6) identifies river and stream segments of unique ecological
value and sites of unique value for the construction of reservoirs that the regional water planning
group recommends for protection under Section 16.051;

(7) assesses the impact of the plan on unique river and

stream segments identified in Subdivision (6) if the regional water planning group or the

legislature determines that a site of unigue ecological value exists; and
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(8) describes the impact of proposed water projects on water

quality.
SECTION 2.18. Subdivision (7), Subsection (h), Section 16.053,

Water Code, is amended to read as follows:
(7) The board may approve a regional water plan only after
it has determined that;
(A) all interregional conflicts involving that
regional water planning area have been resolved;

(B) the plan includes water conservation practices

and drought management measures incorporating, at a minimum, the provisions of Sections

11.1271 and 11.1272; and

(C) the plan is consistent with long-term protection

of the state's water resources, agricultural resources, and natural resources as embodied in the

guidance principles adopted under Section 16.051(d).

SECTION 2.19. Section 16.053, Water Code, is amended by
amending Subsection (j) and adding Subsections (p) and (q) to read as follows:

(1) The board may provide financial assistance to political
subdivisions under Subchapters E and F of this chapter, Subchapters C, D, E, F, [and] J, O, and
P, Chapter 15, and Subchapters D, I, K, and L, Chapter 17, for water supply projects only if:

(1) the board determines that the needs to be addressed by
the project will be addressed in a manner that is consistent with the state water plan; and
(2) beginning January 5, 2002, the board:
(A) has approved a regional water plan as provided
by Subsection (i), and any required updates of the plan, for the region of the state that includes

the area benefiting from the proposed project; and
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(B) determines that the needs to be addressed by
the project will be addressed in a manner that is consistent with that regional water plan.

(p) _If a groundwater conservation district files a petition with the

board stating that a conflict requiring resolution may exist between the district's certified

groundwater conservation district management plan developed under Section 36.1071 and the

approved regional water plan, the board shall facilitate coordination between the district and the

involved region to resolve the conflict. If conflict remains, the board shall resolve the conflict.

If the board determines that resolution of conflict requires a revision of an approved regional

water plan, the board shall suspend the approval of that plan and provide information to the

regional water planning group. The regional water planning group shall prepare any revisions to

its plan specified by the board and shall hold, after notice, at least one public hearing at some

central location within the regional water planning area. The regional water planning group shall

consider all public and board comments, prepare, revise, and adopt its plan, and submit the

revised plan to the board for approval and inclusion in the state water plan. If the board

determines that resolution of conflict requires a revision of the district's certified groundwater

conservation district management plan, the board shall suspend the certification of that plan and

provide information to the district. The groundwater district shall prepare any revisions to its

plan specified by the board and shall hold, after notice, at least one public hearing at some

central location within the district. The groundwater district shall consider all public and board

comments, prepare, revise, and adopt its plan, and submit the revised plan to the board for

certification. On the request of the involved region or groundwater conservation district, the

board shall include discussion of the conflict and its resolution in the state water plan that the

board provides to the governor, the lieutenant governor, and the speaker of the house of

representatives under Section 16.051(g).
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() Each regional planning group shall examine the financing needed

to implement the water management strategies and projects identified in the group's most recent

approved regional plan and, not later than June 1, 2002, shall report to the board regarding:

(1) how local governments, regional authorities, and other

political subdivisions in the region propose to pay for water infrastructure projects identified in

the plan; and

(2) what role the regional planning group proposes for the

state in financing projects identified in the plan, giving particular attention to proposed increases

in the level of state participation in funding for regional projects to meet needs beyond the

reasonable financing capability of local governments, regional authorities, and other political

subdivisions involved in building water infrastructure.

SECTION 2.20. Subsections (a), (c), and (d), Section 16.054, Water
Code, are amended to read as follows:

(a) Notwithstanding the provisions of this subsection, groundwater

districts are the state's preferred method of managing groundwater resources. It is the policy of

the state that water resource management, water conservation, and drought planning should
occur on an ongoing basis. The board, commission, and Parks and Wildlife Department shall
make available where appropriate technical and financial assistance for such planning. In
addition, the Department of Agriculture may provide input and assistance, as appropriate, for
local water [sueh] planning.

(c) When preparing a plan to be submitted under this section, a

person shall consider the implementation of a desalination program if practicable.

(d) The regional water planning group shall consider any plan
submitted under this section when preparing the regional water plan under Section 16.053 of this

code. A political subdivision, including a groundwater conservation district, in the regional
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water planning area may request a regional water planning group to consider specific changes to

a regional water plan based on changed conditions or new information. The regional water

planning group shall consider the request and shall amend its regional water plan if it determines

that an amendment is warranted. If the entity requesting the change is dissatisfied with the

decision of the regional planning group, the entity may request that the board review the decision

and consider changing the state-approved regional plan.

(e) After January 5, 2002, when [{d)—When] preparing individual

water plans that address drought or the development, management, or conservation of water
resources from the holders of existing permits, certified filings, or certificates of adjudication, the
water suppliers, [groundwaterdistriets;] special districts, irrigation districts, and other water
users should ensure that the plan is not in conflict with the applicable approved regional water
plan for their region.

SECTION 2.21. Subdivision (11), Section 35.002, Water Code, is
amended to read as follows:

(11) "Management area" means an area designated and

delineated by the Texas Water Development Board [eemmission] as an area suitable for

management of groundwater resources.
SECTION 2.22. Section 35.004, Water Code, is amended to read as
follows:

Sec. 35.004. DESIGNATION OF GROUNDWATER

MANAGEMENT AREAS. (a) The Texas Water Development Board, with assistance and

cooperation from the commission, shall designate groundwater management areas covering all

major and minor aquifers in the state. The initial designation of groundwater management areas

shall be completed not later than September 1, 2003 [On-ts-ewn-motionfrom-time-to-time-oron
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groundwater management area shall be designated with the objective of providing the most
suitable area for the management of the groundwater resources. To the extent feasible, the
groundwater management area shall coincide with the boundaries of a groundwater reservoir or a

subdivision of a groundwater reservoir. The Texas Water Development Board [eemmission]

also may consider other factors, including the boundaries of political subdivisions.

(b) The commission may designate a groundwater management area

after September 1, 2001, for a petition filed and accepted by the commission according to its

rules in effect before September 1, 2001. The commission shall act on the designation in

accordance with this section [On-thereguest-of-any-person-interested-in-the-petition-or-on-the

(c) The Texas Water Development Board [eemmission] may alter the

boundaries of designated management areas as required by future conditions and as justified by
factual data. An alteration of boundaries does not invalidate the previous creation of any district.

(d) The Texas Water Development Board [eeommissien] shall

designate groundwater management areas using the procedures applicable to rulemaking under

[the-Administrative Procedure-Act-SubehapterB;] Chapter 2001, Government Code.
SECTION 2.23. Subsections (a) and (f), Section 35.007, Water Code,

are amended to read as follows:

(a) The executive director and the executive administrator shall meet
periodically [atleast-once-a-year] to identify, based on information gathered by the commission
and the Texas Water Development Board, those areas of the state that are experiencing or that

are expected to experience, within the immediately following 25-year period, critical
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groundwater problems, including shortages of surface water or groundwater, land subsidence
resulting from groundwater withdrawal, and contamination of groundwater supplies. Not later

than September 1, 2005, the commission, with assistance and cooperation from the Texas Water

Development Board, shall complete the initial designation of priority groundwater management

areas across all major and minor aquifers of the state for all areas that meet the criteria for that

designation. The studies may be prioritized considering information from the regional planning

process, information from the Texas Water Development Board groundwater management areas

and from groundwater conservation districts, and any other information available. After the

initial designation of priority groundwater management areas, the commission and the Texas

Water Development Board shall annually review the need for additional designations as provided

by this subsection.

(f) The report shall include:

(1) the recommended delineation of the boundaries of any
proposed priority groundwater management area in the form of an order to be considered for
adoption by the commission;

(2) the reasons and supporting information for or against
designating the area as a priority groundwater management area;

(3) arecommendation regarding whether one or more

districts [a-distriet] should be created in the priority groundwater management area, [e¢] whether

the priority groundwater management area should be added to an existing district, or whether a

combination of those actions should be taken;

(4) arecommendation as to actions that should be
considered to conserve natural resources;
(5) an evaluation of information or studies submitted to the

executive director under Subsection (c); and
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(6) any other information that the executive director

considers helpful to the commission.

SECTION 2.24. Section 35.008, Water Code, is amended to read as
follows:

Sec. 35.008. PROCEDURES FOR DESIGNATION OF PRIORITY
GROUNDWATER MANAGEMENT AREA; CONSIDERATION OF CREATION OF NEW
DISTRICT OR ADDITION OF LAND IN PRIORITY GROUNDWATER MANAGEMENT
AREA TO EXISTING DISTRICT; COMMISSION ORDER. (a) The commission shall

designate priority groundwater management areas using the procedures provided by this chapter
in lieu of those provided by Subchapter B, Chapter 2001, Government Code.
(b) The commission shall call an evidentiary hearing to consider:
(1) the designation of a priority groundwater management
area; and

(2) whether one or more districts [a-distriet] should be

created over all or part of a priority groundwater management area,[-o¢

[3)—whether] all or part of the land in the priority

groundwater management area should be added to an existing district, or a combination of those

actions should be taken. Consideration of this issue shall include a determination of whether a

district is feasible and practicable.

(c) Evidentiary hearings shall be held at a location in one of the
counties in which the priority groundwater management area is located, or proposed to be
located, or in the nearest convenient location if adequate facilities are not available in those
counties.

(d) At the hearing, the commission shall hear testimony and receive

evidence from affected persons. Affected persons shall include landowners, well owners, and
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other users of groundwater in the proposed priority groundwater management area. The

commission shall consider the executive director's report and supporting information and the
testimony and evidence received at the hearing. If the commission considers further information
necessary, the commission may request such information from any source.

(e) Any evidentiary hearing shall be concluded not later than the 75th

day after the date notice of the hearing is published.

(f) At the conclusion of the hearing and the commission's

considerations, the commission shall issue an order stating its findings and conclusions,

including whether a priority groundwater management area should be designated in the area and

recommendations regarding district creation as set forth in Subsection (q).

(q) _The commission's order designating a priority groundwater

management area must recommend that the area be covered by a district in any of the following

ways.

(1) creation of one or more new districts;

(2) addition of the land in the priority groundwater

management area to one or more existing districts; or

(3) a combination of actions under Subdivisions (1) and (2).

(h) In recommending the boundaries of a district or districts under

Subsection (g), the commission shall give preference to boundaries that are coterminous with

those of the priority groundwater management area, but may recommend district boundaries

along existing political subdivision boundaries at the discretion of the commission to facilitate

district creation and confirmation.

(i) The designation of a priority groundwater management area may

not be appealed nor may it be challenged under Section 5.351 of this code or [the-Administrative

Precedure-Act;] Section 2001.038, Government Code.

{00185659}



SECTION 2.25. Subsections (a) and (b), Section 35.009, Water Code,
are amended to read as follows:
(@) The commission shall have notice of the hearing published in at

least one newspaper with general circulation in the county or counties in which the area proposed

for designation as a priority groundwater management area [orthe-area-within-apriority

district] is located. Notice must be published not later than the 30th day before the date set for

the hearing [

(b) The notice must include:

(1) if applicable, a statement of the general purpose and
effect of designating the proposed priority groundwater management area;

(2) if applicable, a statement of the general purpose and
effect of creating a new district in the priority groundwater management area;

(3) if applicable, a statement of the general purpose and
effect of adding all or part of the land in the priority groundwater management area to an existing
district;

(4) a map generally outlining the boundaries of the area

being considered for priority groundwater management area designation [erthe-priority

gistriet;] or notice of the location at which a copy of the map may be examined or obtained,;

(5) a statement that the executive director's report
concerning the priority groundwater management area or proposed area is available at the

commission's main office in Austin, Texas, and at regional offices of the commission for regions
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which include territory within the priority groundwater management area or proposed priority
groundwater management area and that the report is available for inspection during regular
business hours;

(6) a description or the name of the locations in the affected
area at which the commission has provided copies of the executive director's report to be made
available for public inspection;

(7) the name and address of each public library, each county
clerk's office, and each district to which the commission has provided copies of the executive
director's report; and

(8) the date, time, and place of the hearing.

SECTION 2.26. Section 35.012, Water Code, is amended to read as
follows:

Sec. 35.012. CREATION OF DISTRICT IN PRIORITY

GROUNDWATER MANAGEMENT AREA [COMMISSIONER ORDER]. (a) [Atthe

[€e}] Following the issuance of a commission order under Section

35.008 designating a priority groundwater management area and recommending the creation of

one or more districts, or the addition of land to an existing district [Subseetion{b}], the

landowners in the priority groundwater management area may:
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(1) create one or more districts under Subchapter B, Chapter

36;

(2) have the area annexed to a district that adjoins the area;
or

(3) create one or more districts through the legislative
process.

(b) Within two years, but no sooner than 120 days, from the date on

which the commission issues an order under Section 35.008 designating a priority groundwater

management area, for those areas that are not within a district, the commission shall:

(1) create one or more new districts under Section 36.0151;

(2) recommend that the areas, or a portion of the areas, be

added to an existing district under Section 35.013; or

(3) take any combination of the actions under Subdivisions

(c) Following the issuance of a commission order under Section

of-one-or-moere-distriets], the Texas Agricultural Extension Service shall begin an educational

program within such areas with the assistance and cooperation of the Texas Water Development
Board, the commission, the Department of Agriculture, other state agencies, and existing districts

to inform the residents of the status of the area's water resources and management options

including possible formation of a district[-before-beginning-the-proceduresfor-creation-ofa
districtprovided-in-Subechapter B.-Chapter36]. The county commissioners court of each county

in the priority groundwater management area shall form a steering committee to provide
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assistance to the Texas Agricultural Extension Service in accomplishing the goals of the

education program within the area.

appealed:]
SECTION 2.27. Section 35.013, Water Code, is amended to read as
follows:

Sec. 35.013. ADDING PRIORITY GROUNDWATER
MANAGEMENT AREA TO EXISTING DISTRICT. (a) [H-land-in-apriority-groundwater

[€b}] If the commission in its order under Section 35.008 [exeecutive

direetor] recommends that the priority groundwater management area or a portion of the priority

groundwater management area be added to an existing district [erH-the-commission-considers-it

ict], the
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commission shall give notice to the board of the existing district recommended in its order [by

a] and to any

other existing districts adjacent to the priority groundwater management area.

(b) [€e}] The commission shall submit a copy of the order to the board
of the district to which it is recommending the priority groundwater management area be added.
The board shall vote on the addition of the priority groundwater management area to the district
and shall advise the commission of the outcome.

(c) [€e)] If the board votes to accept the addition of the priority
groundwater management area to the district, the board:

(1) may request the Texas Agricultural Extension Service,
the commission, and the Texas Water Development Board, with the cooperation and assistance
of the Department of Agriculture and other state agencies, to administer an educational program
to inform the residents of the status of the area's water resources and management options
including possible annexation into a district;

(2) shall call an election within the priority groundwater

management area, or portion of the priority groundwater management area, as delineated by the

commission to determine if the priority groundwater management area will be added to the
district; and

(3) shall designate election precincts and polling places for
the elections in the order calling an election under this subsection.

(d) [{e)}] The board shall give notice of the election and the
proposition to be voted on. The board shall publish notice of the election at least one time in one
or more newspapers with general circulation within the boundaries of the priority groundwater
management area. The notice must be published before the 30th day preceding the date set for

the election.
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(e) [B] The ballots for the election shall be printed to provide for

voting for or against the proposition: "The inclusion of (briefly

describe priority groundwater management area) in the District." If the district

has outstanding debts or taxes, the proposition shall include the following language: "and
assumption by the described area of a proportional share of the debts or taxes of the district.”

(f) [¢g}] Immediately after the election, the presiding judge of each
polling place shall deliver the returns of the election to the board, and the board shall canvass the
returns for the election within the priority groundwater management area and declare the results.
If a majority of the voters in the priority groundwater management area voting on the proposition
vote in favor of the proposition, the board shall declare that the priority groundwater
management area is added to the district. If a majority of the voters in the priority groundwater
management area voting on the proposition vote against adding the priority groundwater
management area to the district, the board shall declare that the priority groundwater
management area is not added to the district. The board shall file a copy of the election results
with the commission.

(q) [€M)] If the voters approve adding the priority groundwater
management area to the district, the board of the district to which the priority groundwater
management area is added shall provide reasonable representation on that board compatible with

the district's existing scheme of representation. Not later than the 30th day after the date on

which the hoard declares that the priority groundwater management area is added to the district,

the board of the existing district shall appoint a person or persons to represent the area until the

next reqularly scheduled election or appointment of directors.

(h) [€9] If the proposition is defeated, or if the board of the existing

district votes not to accept the addition of the area to the district, then the commission shall,

except as provided under Subsection (i), create under Section 36.0151 one or more districts
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covering the priority groundwater management area not later than the first anniversary of the

date on which the proposition is defeated or the board votes not to accept the area.

(i) For an area that is not feasible for the creation of one or more

districts as determined in the commission's findings under Section 35.008, the commission shall

include in its report under Section 35.018 recommendations for the future management of the

priority groundwater management area.

(1) _Another [anether] election to add the priority groundwater

management area to an existing district may not be called before the first anniversary of the date
on which the election on the proposition was held.

SECTION 2.28. Subsection (c), Section 35.018, Water Code, is
amended to read as follows:

(c) If the commission determines that a district created under Chapter

36 is not appropriate for, or capable of, the protection of the groundwater resources for a

particular management area or priority groundwater management area, the commission may

recommend in its report to the legislature the creation of a special district or amendment of an

existing district. [
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SECTION 2.29. Section 36.001, Water Code, is amended by

amending Subdivision (13) and adding Subdivisions (18) through (22) to read as follows:
(13) "Management area” means an area designated and

delineated by the Texas Water Development Board [eemmission] under Chapter 35 as an area

suitable for management of groundwater resources.

(18) "River basin" means a river or coastal basin designated

as a river basin by the board under Section 16.051. The term does not include waters of the bays

or arms originating in the Gulf of Mexico.

(19) "Agriculture” means any of the following activities:
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(A) cultivating the soil to produce crops for human

food, animal feed, or planting seed or for the production of fibers;

(B) the practice of floriculture, viticulture,

silviculture, and horticulture, including the cultivation of plants in containers or nonsoil media,

by a nursery grower;

(C) raising, feeding, or keeping animals for

breeding purposes or for the production of food or fiber, leather, pelts, or other tangible products

having a commercial value;

(D) planting cover crops, including cover crops

cultivated for transplantation, or leaving land idle for the purpose of participating in any

governmental program or normal crop or livestock rotation procedure;

(E) wildlife management; and

(F) raising or keeping equine animals.

(20) "Agricultural use" means any use or activity involving

agriculture, including irrigation.

(21) "Conjunctive use" means the combined use of

groundwater and surface water sources that optimizes the beneficial characteristics of each

source.

(22) "Nursery grower" means a person who grows more than

50 percent of the products that the person either sells or leases, regardless of the variety sold,

leased, or grown. For the purpose of this definition, "grow" means the actual cultivation or

propagation of the product beyond the mere holding or maintaining of the item prior to sale or

lease and typically includes activities associated with the production or multiplying of stock such

as the development of new plants from cuttings, grafts, plugs, or seedlings.
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SECTION 2.30. Section 36.0015, Water Code, is amended to read as
follows:

Sec. 36.0015. PURPOSE. In order to provide for the conservation,
preservation, protection, recharging, and prevention of waste of groundwater, and of
groundwater reservoirs or their subdivisions, and to control subsidence caused by withdrawal of
water from those groundwater reservoirs or their subdivisions, consistent with the objectives of
Section 59, Article XVI, Texas Constitution, groundwater conservation districts may be created
as provided by this chapter. Groundwater conservation districts created as provided by this

chapter are the state's preferred method of groundwater management through rules developed,

adopted, and promulgated by a district in accordance with the provisions of this chapter.

SECTION 2.31. Section 36.002, Water Code, is amended to read as
follows:

Sec. 36.002. OWNERSHIP OF GROUNDWATER. The ownership
and rights of the owners of the land and their lessees and assigns in groundwater are hereby
recognized, and nothing in this code shall be construed as depriving or divesting the owners or

their lessees and assigns of the ownership or rights, except as those rights may be limited or

altered by [subjeetto] rules promulgated by a district.
SECTION 2.32. Subsection (b), Section 36.011, Water Code, is

amended to read as follows:

(b) The commission has exclusive jurisdiction over the [delireation
of-managementareasand-the] creation of districts.

SECTION 2.33. Section 36.012, Water Code, is amended by adding
Subsection (f) to read as follows:

(f)_This section does not apply to districts created under Section

36.0151.
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SECTION 2.34. Section 36.013, Water Code, is amended to read as
follows:

Sec. 36.013. PETITION TO CREATE DISTRICT. (a) A petition
requesting creation of a district must be filed with the commission [exeeutive-director] for review
and certification under Section 36.015 [submission-te-the-commission].

(b) The petition filed pursuant to this section must be signed by:

(1) a majority of the landowners within the proposed district,
as indicated by the county tax rolls; or

(2) if there are more than 50 landowners in the proposed
district, at least 50 of those landowners.

(c) The petition must include:

(1) the name of the proposed district;

(2) the area and boundaries of the proposed district,
including a map generally outlining the boundaries of the proposed district;

(3) the purpose or purposes of the district;

(4) astatement of the general nature of any projects
proposed to be undertaken by the district, the necessity and feasibility of the work, and the
estimated costs of those projects according to the persons filing the projects if the projects are to
be funded by the sale of bonds or notes; [and]

(5) the names of at least five individuals qualified to serve as

temporary directors; and

(6) financial information, including the projected

maintenance tax or production fee rate and a proposed budget of revenues and expenses for the
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SECTION 2.35. Section 36.014, Water Code, is amended to read as

follows:

Sec. 36.014. NOTICE AND PUBLIC MEETING [HEARING] ON

DISTRICT CREATION. (a) If a petition is filed under Section 36.013, the commission shall
give notice of the [an] application [asrequired-by-Seetion-49-:011(a}] and shall [may] conduct a

public meeting in a central location within the area of the proposed district [hearing] on the

application not later than the 60th day after the date the commission issues notice [-the

commission determines that a hearing is necessary under Section 49.011]. The notice must

contain the date, time, and location of the public meeting and must be published in one or more

newspapers of general circulation in the area of the proposed district.

(b) If the petition contains a request to create a management area in
all or part of the proposed district, the notice must also be given in accordance with the
requirements in Section 35.006 for the designation of management areas.

SECTION 2.36. Section 36.015, Water Code, is amended to read as
follows:

Sec. 36.015. COMMISSION CERTIFICATION AND ORDER.

(a) Not later than the 90th day after the date the commission holds a public meeting on a petition

under Section 36.014, the commission shall certify the petition if the petition is administratively

complete. A petition is administratively complete if it complies with the requirements of

Sections 36.013(b) and (c).
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(b) The commission may not certify a petition if the commission

finds that the proposed district cannot be adequately funded to carry out its purposes based on the

financial information provided in the petition under Section 36.013(c)(6) or that the boundaries

of the proposed district do not provide for the effective management of the groundwater

resources. The commission shall give preference to boundary lines that are coterminous with

those of a groundwater management area but may also consider boundaries along existing

political subdivision boundaries if such boundaries would facilitate district creation and

confirmation.

(c) If a petition proposes the creation of a district in an area, in whole

or in part, that has not been designated as a management area, the commission shall provide

notice to the Texas Water Development Board. On the receipt of notice from the commission,

the Texas Water Development Board shall initiate the process of designating a management area

for the area of the proposed district not included in @ management area. The commission may

not certify the petition until the Texas Water Development Board has adopted a rule whereby the

boundaries of the proposed district are coterminous with or inside the boundaries of a

Mmanagement area.

(d) If the commission does not certify the petition, the commission

shall provide to the petitioners, in writing, the reasons for not certifying the petition. The

petitioners may resubmit the petition, without paying an additional fee, if the petition is

resubmitted within 90 days after the date the commission sends the notice required by this

subsection.

(e) If the commission certifies the petition as administratively

complete, the commission shall issue an order, notify the petitioners, and appoint temporary

directors as provided by Section 36.016.
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(f)_Refusal by the commission to certify a petition to create a district

does not invalidate or affect the designation of any management area. [FINDINGS—(a)Hthe

SECTION 2.37. Subsection (a), Section 36.0151, Water Code, is

amended to read as follows:

(a) If the commission is required to create [propeses-that] a district
[be-created] under Section 35.012(b) [35-842(d}], it shall, without an evidentiary hearing, issue
an order creating the district and shall provide in its order [ereating-the-districtprovide] that

temporary directors be appointed under Section 36.016 and that an election be called by the
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temporary directors to authorize the district to assess taxes [cenfirm-the-creation-of-the-district]

and to elect permanent directors.
SECTION 2.38. Subsection (a), Section 36.016, Water Code, is
amended to read as follows:

(a) If the commission certifies [grants] a petition to create a district

under Section 36.015, the commission shall appoint the temporary directors named in the

petition. If [erafter] the commission dissolves a district's board under Section 36.303, it shall
appoint five temporary directors.

SECTION 2.39. Section 36.017, Water Code, is amended by
amending the section heading and Subsections (a), (d), and (g) and adding Subsection (i) to read
as follows:

Sec. 36.017. CONFIRMATION AND DIRECTORS' ELECTION
FOR DISTRICT IN A MANAGEMENT AREA. (a) For a district created under Section

36.015, not [Net] later than the 120th [66th] day after the date all temporary directors have been

appointed and have qualified, the temporary directors shall meet and order an election to be held
within the boundaries of the proposed district to approve the creation of the district and to elect
permanent directors.

(d) The ballot for the election must be printed to provide for voting

for or against the proposition: "The creation of the Groundwater

Conservation District." If the district levies a maintenance tax for payment of its expenses, then

an additional [the] proposition shall be included with [relude] the following language: "The

[and-the] levy of a maintenance tax at a rate not to exceed cents for each $100 of

assessed valuation." The same ballot or another ballot must provide for the election of

permanent directors, in accordance with Section 36.059.

{00185659}



(g) If a majority of the votes cast at the election are against the
creation of the district, the temporary board shall declare the district defeated and shall enter the

result in its minutes. The temporary board shall continue operations in accordance with

Subsection (h).

(i) _If a majority of the votes cast at the election are against the levy of

a maintenance tax, the district shall set production fees to pay for the district's requlation of

groundwater in the district, including fees based on the amount of water to be withdrawn from a

well.

SECTION 2.40. Subchapter B, Chapter 36, Water Code, is amended
by adding Section 36.0171 to read as follows:

Sec. 36.0171. TAX AUTHORITY AND DIRECTORS'ELECTION

FOR DISTRICT IN A PRIORITY GROUNDWATER MANAGEMENT AREA. (a) Fora

district created under Section 36.0151, not later than the 120th day after the date all temporary

directors have been appointed and have qualified, the temporary directors shall meet and order

an election to be held within the boundaries of the proposed district to authorize the district to

assess taxes and to elect permanent directors.

(b) In the order calling the election, the temporary directors shall

designate election precincts and polling places for the election. In designating the polling places,

the temporary directors shall consider the needs of all voters for conveniently located polling

places.

(c) The temporary directors shall publish notice of the election at

least once in at least one newspaper with general circulation within the boundaries of the

proposed district. The notice must be published before the 30th day preceding the date of the

election.
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(d) The ballot for the election must be printed to provide for voting

for or against the proposition: "The levy of a maintenance tax by the

Groundwater Conservation District at a rate not to exceed cents for each $100 of

assessed valuation." The same ballot or another ballot must provide for the election of

permanent directors, in accordance with Section 36.059.

(e) Immediately after the election, the presiding judge of each polling

place shall deliver the returns of the election to the temporary board, and the board shall canvass

the returns, declare the result, and turn over the operations of the district to the elected permanent

directors. The board shall file a copy of the election result with the commission.

(f)_If a majority of the votes cast at the election favor the levy of a

maintenance tax, the temporary board shall declare the levy approved and shall enter the result in

its minutes.

(g) If a majority of the votes cast at the election are against the levy

of a maintenance tax, the temporary board shall declare the levy defeated and shall enter the

result in its minutes.

(h) _If the majority of the votes cast at the election are against the levy

of a maintenance tax, the district shall set permit fees to pay for the district's requlation of

groundwater in the district, including fees based on the amount of water to be withdrawn from a

well.

SECTION 2.41. Section 36.019, Water Code, is amended to read as
follows:

Sec. 36.019. CONFIRMATION ELECTION IN DISTRICT
INCLUDING LAND IN MORE THAN ONE COUNTY. (a) A district, the major portion of

which is located in one county, may not be organized to include land in another county unless the
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election held in the other county to confirm and ratify the creation of the district is approved by a
majority of the voters of the other county voting in an election called for that purpose.

(b) This section does not apply to districts created under Section

36.0151.

SECTION 2.42. Subsection (a), Section 36.060, Water Code, is
amended to read as follows:

(@) A director is entitled to receive fees of office of not more than
$150 [$1060] a day for each day the director actually spends performing the duties of a director.
The fees of office may not exceed $9,000 [$6,000] a year.

SECTION 2.43. Subsection (g), Section 36.066, Water Code, is
amended to read as follows:

(9) If the district prevails in any suit other than a suit in which it

voluntarily intervenes, the district may seek and the court shall grant [#-+may], in the same action,
recovery [recoverreasonablefees] for attorney's fees [attorneys], costs for expert witnesses, and
other costs incurred by the district before the court. The amount of the attorney's fees shall be
fixed by the court.

SECTION 2.44. Subsection (a), Section 36.101, Water Code, is
amended to read as follows:

(@) A district may make and enforce rules, including rules limiting

groundwater production based on tract size or the spacing of wells, to provide for conserving,

preserving, protecting, and recharging of the groundwater or of a groundwater reservoir or its

subdivisions in order to control subsidence, prevent degradation of water quality, or prevent

waste of groundwater and to carry out the powers and duties provided by this chapter. During

the rulemaking process the board shall consider all groundwater uses and needs and shall

develop rules which are fair and impartial.
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SECTION 2.45. Subsection (b), Section 36.102, Water Code, is
amended to read as follows:
(b) The board by rule may set reasonable civil penalties for breach of

any rule of the district [that-shaH] not to exceed $10,000 per day per violation, and each day of a

continuing violation constitutes a separate violation [the-jurisdiction-ofafustice-courtas
provided by Section 27.031, Government Code].
SECTION 2.46. Section 36.1071, Water Code, is amended by

amending Subsections (a) and (b) and adding Subsection (h) to read as follows:

(a) Following notice and hearing, the district shall, in coordination
with surface water management entities on a regional basis, develop a comprehensive
management plan which addresses the following management goals, as applicable:

(1) providing the most efficient use of groundwater;

(2) controlling and preventing waste of groundwater;

(3) controlling and preventing subsidence;

(4) addressing conjunctive surface water management
issues; [and]

(5) addressing natural resource issues;

(6) addressing drought conditions; and

(7) addressing conservation.

(b) After January 5, 2002, a [A] district management plan, or any

amendments to a district management plan, shall be developed by the district using the district's

best available data and forwarded to the regional water planning group for consideration in their

planning process [3
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(h) In developing its management plan, the district shall use the

groundwater availability modeling information provided by the executive administrator in

conjunction with any available site-specific information provided by the district and acceptable

to the executive administrator.

SECTION 2.47. Section 36.1072, Water Code, is amended by adding
Subsection (g) to read as follows:

(q)_In this subsection, "board" means the Texas Water Development

Board. A person with a legally defined interest in groundwater in a district or the regional water

planning group may file a petition with the board stating that a conflict requiring resolution may

exist between the district's certified groundwater conservation district management plan

developed under Section 36.1071 and the state water plan. If a conflict exists, the board shall

facilitate coordination between the involved person or regional water planning group and the

district to resolve the conflict. If conflict remains, the board shall resolve the conflict. The board

action under this provision may be consolidated, at the option of the board, with related action

under Section 16.053(p). If the board determines that resolution of the conflict requires a

revision of the certified groundwater conservation district management plan, the board shall

suspend the certification of the plan and provide information to the district. The district shall

prepare any revisions to the plan specified by the board and shall hold, after notice, at least one

public hearing at some central location within the district. The district shall consider all public

and board comments, prepare, revise, and adopt its plan, and submit the revised plan to the board

for certification. On the request of the district or the regional water planning group, the board

shall include discussion of the conflict and its resolution in the state water plan that the board

provides to the governor, the lieutenant governor, and the speaker of the house of representatives

under Section 16.051(e).
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SECTION 2.48. Section 36.108, Water Code, is amended to read as
follows:

Sec. 36.108. JOINT PLANNING IN MANAGEMENT AREA.
(a) If two or more districts are located within the boundaries of the same management area, each
district shall prepare a comprehensive management plan as required by Section 36.1071 covering

that district's respective territory. On completion and certification of the plan as required by

Section 36.1072, each district shall forward a copy of the new or revised management plan to the

other districts in the management area. The boards of the districts shall consider the plans

individually and shall compare them to other management plans then in force in the management

area.
(b) The board of directors of each district in the management area

may, by resolution, call for [a] joint planning [meeting] with [the-boards-of directors-of] the other

districts in the management area to review the management plans and accomplishments for the

management area. [

management plans, the boards shall consider:

(1) the goals of each management plan and its impact on
planning throughout the management area;

(2) the effectiveness of the measures established by each
management plan for conserving and protecting groundwater and preventing waste, and the
effectiveness of these measures in the management area generally; and

(3) any other matters that the boards consider relevant to the
protection and conservation of groundwater and the prevention of waste in the management area.

(c) Ifa[A] joint meeting of the boards of directors is called, the

meeting must be held in accordance with [the-Open-Meetings-Aet;] Chapter 551, Government
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Code. Notice of the meeting shall be given in accordance with the requirements for notice of
district board of directors meetings under that Act. In addition, notice of the meeting shall be
published not later than the 30th day before the date of the scheduled meeting in a newspaper
with general circulation in each county in the management area.

(d) A district in the management area may file with good cause a

petition with the commission requesting an inquiry if the petitioner district adopted a resolution

calling for joint planning and the other district or districts refused to join in the planning process

or the process failed to result in adequate planning, and the petition provides evidence [betieves]

that:

(1) another district in the management area has failed to
adopt rules;

(2) the groundwater in the management area is not
adequately protected by the rules adopted by another district; or

(3) the groundwater in the management area is not
adequately protected due to the failure of another district to enforce substantial compliance with
its rules.

(e) Not later than the 90th day after the date the petition is filed, the

commission shall review the petition and either:

(1) dismiss it if it finds that the evidence is not adequate to
show that any of the conditions alleged in the petition exist; or

(2) select a review panel as provided in Subsection (f).

(f) If the petition is not dismissed under Subsection (e), the [Fhe]

commission shall [may] appoint a review panel consisting of a chairman and four other
members. A director or general manager of a district located outside the management area that is

the subject of the petition may be appointed to the review panel. The commission may not
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appoint more than two members of the review panel from any one district. The commission also
shall appoint a disinterested person to serve as a nonvoting recording secretary for the review
panel. The recording secretary may be an employee of the commission. The recording secretary
shall record and document the proceedings of the panel.

(g) Not later than the 120th day after appointment, the review panel
shall review the petition and any evidence relevant to the petition and, in a public meeting,

consider and adopt [prepare] a report to be submitted to the commission. The commission may

direct the review panel to conduct public hearings at a location in the management area to take
evidence on the petition. The review panel may attempt to negotiate a settlement or resolve the
dispute by any lawful means.
(h) In its report, the review panel shall include:

(1) asummary of all evidence taken in any hearing on the
petition;

(2) alist of findings and recommended actions appropriate
for the commission to take and the reasons it finds those actions appropriate; and

(3) any other information the panel considers appropriate.

(i) The review panel shall submit its report to the commission.

(1) Districts located within the same management areas or in adjacent

management areas may contract to jointly conduct studies or research, or to construct projects,

under terms and conditions that the districts consider beneficial. These joint efforts may include

studies of groundwater availability and quality, aquifer modeling, and the interaction of

groundwater and surface water; educational programs; the purchase and sharing of equipment;

and the implementation of projects to make groundwater available, including aquifer recharge,

brush control, weather modification, desalination, regionalization, and treatment or conveyance

facilities. The districts may contract under their existing authorizations including those of

{00185659}



Chapter 791, Government Code, if their contracting authority is not limited by Sections

791.011(c)(2) and (d)(3) and Section 791.014, Government Code.

SECTION 2.49. Section 36.113, Water Code, is amended by
amending Subsection (d), adding a new Subsection (e), and relettering existing Subsections (e)
and (f) as Subsections (f) and (g) to read as follows:
(d) Before granting or denying a permit, the district shall consider
whether:
(1) the application conforms to the requirements prescribed
by this chapter and is accompanied by the prescribed fees;
(2) the proposed use of water unreasonably affects existing

groundwater and surface water resources or existing permit holders;

(3) the proposed use of water is dedicated to any beneficial
use;

(4) the proposed use of water is consistent with the district's
certified water management plan;

(5) the applicant has agreed to avoid waste and achieve
water conservation; and

(6) the applicant has agreed that reasonable diligence will be
used to protect groundwater quality and that the applicant will follow well plugging guidelines at
the time of well closure.

(e) The district may impose more restrictive permit conditions on

new permit applications and increased use by historic users if the limitations:

(1) apply to all subsequent new permit applications and

increased use by historic users, regardless of type or location of use;
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(2) bear a reasonable relationship to the existing district

management plan; and

(3) are reasonably necessary to protect existing use.

(f) Permits may be issued subject to the rules promulgated by the
district and subject to terms and provisions with reference to the drilling, equipping, completion,
or alteration of wells or pumps that may be necessary to prevent waste and achieve water
conservation, minimize as far as practicable the drawdown of the water table or the
reduction of artesian pressure, lessen interference between wells, or control and prevent
subsidence.

(9) [€B] A district may require that changes in the withdrawal and use
of groundwater under a permit not be made without the prior approval of a permit amendment
issued by the district.

SECTION 2.50. Section 36.116, Water Code, is amended to read as
follows:

Sec. 36.116. REGULATION OF SPACING AND PRODUCTION.
(a) In order to minimize as far as practicable the drawdown of the water table or the reduction of

artesian pressure, to control subsidence, to prevent interference between wells, to prevent

degradation of water quality, or to prevent waste, a district by rule may regulate:

(1) [previdefor] the spacing of water wells by:

(A) requiring all water wells to be spaced a certain

distance from property lines or adjoining wells;

(B) requiring wells with a certain production

capacity, pump size, or other characteristic related to the construction or operation of and

production from a well to be spaced a certain distance from property lines or adjoining wells; or
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(C) imposing spacing requirements adopted by the

board; and

(2) the production of groundwater by:

(A) setting production limits on wells;

(B) limiting the amount of water produced based on

acreage or tract size;

(C) limiting the amount of water that may be

produced from a defined number of acres assigned to an authorized well site;

(D) limiting the maximum amount of water that

may be produced on the basis of acre-feet per acre or gallons per minute per well site per acre; or

(E) any combination of the above [ard-may

regulate the-production-efwells|.

(b) In promulgating any rules limiting groundwater production, the

district may preserve historic use before the effective date of the rules to the maximum extent

practicable consistent with the district's comprehensive management plan under Section 36.1071.

(c) In regulating the production of groundwater based on tract size or

acreage, a district may consider the service needs of a retail water utility. For purposes of this

subsection, "retail water utility" shall have the meaning provided at Section 13.002.

SECTION 2.51. Section 36.117, Water Code, is amended to read as
follows:

Sec. 36.117. EXEMPTIONS; EXCEPTION; LIMITATIONS. (a) A
district may exempt wells from the requirement of obtaining [requirements-te-obtain] a drilling

permit, an operating permit, or any other permit required by this chapter or the district's rules.

(b) A district may not require any [a] permit issued by the district for:
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(1) [erilting-orproducing-from] a well used solely for

domestic use or for providing water for livestock or poultry on a tract of land larger than 10 acres

that is either drilled, completed, or equipped so that it is incapable of producing more than

25,000 gallons of groundwater a day;

(2) the drilling of a water well used solely to supply water

for ariqg that is actively engaged in drilling or exploration operations for an oil or gas well

permitted by the Railroad Commission of Texas provided that the person holding the permit is

responsible for drilling and operating the water well and the well is located on the same lease or

field associated with the drilling rig; or [akeration-of-the-size-ofa-weH-ortorestrict-the

(3) the drilling of a water well authorized under a permit

issued by the Railroad Commission of Texas under Chapter 134, Natural Resources Code, or for

production from such a well to the extent the withdrawals are required for mining activities

regardless of any subsequent use of the water. [eralteration-ofthesize-of-a-well-or-to-restrictthe
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[€¢)] A district may not restrict the production of any well that is
exempt from permitting under Subsection (b)(1) [equipped-toproduce-25,000-gaHons-erlessa

day].

(d) Notwithstanding Subsection (b), a district may require a well to

be permitted by the district and to comply with all district rules if:

(1) the purpose of a well exempted under Subsection (b)(2)

is no longer solely to supply water for a rig that is actively engaged in drilling or exploration

operations for an oil or gas well permitted by the Railroad Commission of Texas; or

(2) the withdrawals from a well exempted under Subsection

(b)(3) are no longer necessary for mining activities or are greater than the amount necessary for

mining activities specified in the permit issued by the Railroad Commission of Texas under

Chapter 134, Natural Resources Code.

(e) An entity holding a permit issued by the Railroad Commission of

Texas under Chapter 134, Natural Resources Code, that authorizes the drilling of a water well

shall report monthly to the district:

(1) the total amount of water withdrawn during the month;

(2) the guantity of water necessary for mining activities; and

(3) the quantity of water withdrawn for other purposes.
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(f) Notwithstanding Subsection (d), a district may not require a well

exempted under Subsection (b)(3) to comply with the spacing requirements of the district.

(g) A district may not deny an application for a permit to drill and

produce water for hydrocarbon production activities if the application meets all applicable rules

as promulgated by the district.
(h) A [shal-reguire] water well [weHs] exempted under Subsection

(@) or (b) shall:
(1) [thissectionto] be registered in accordance with rules

promulgated by the district; and

(2) [before-drilling—AH-exempt-waterwells-shal] be
equipped and maintained so as to conform to the district's rules requiring installation of casing,
pipe, and fittings to prevent the escape of groundwater from a groundwater reservoir to any
reservoir not containing groundwater and to prevent the pollution or harmful alteration of the

character of the water in any groundwater reservoir.
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(i) The driller of a well exempted under Subsection (a) or (b) shall

file the drilling log with the district.

() [€m] A well to supply water for a subdivision of land for which a

plat approval is required by Chapter 232, Local Government Code, [aw] is not exempted under
Subsection (b) [this-section].

(k) Groundwater withdrawn from a well exempt from permitting or

requlation under this section and subsequently transported outside the boundaries of the district

is subject to any applicable production and export fees under Sections 36.122 and 36.205.

(1) This chapter applies to water wells, including water wells used to

supply water for activities related to the exploration or production of hydrocarbons or minerals.

This chapter does not apply to production or injection wells drilled for oil, gas, sulphur, uranium,

or brine, or for core tests, or for injection of gas, saltwater, or other fluids, under permits issued

by the Railroad Commission of Texas.

SECTION 2.52. Section 36.122, Water Code, is amended to read as
follows:
Sec. 36.122. TRANSFER OF GROUNDWATER OUT OF

DISTRICT. (a) If an application for a permit or an amendment to a permit under Section 36.113

proposes the transfer of groundwater outside of a district's boundaries, the district may also

consider the provisions of this section in determining whether to grant or deny the permit or

permit amendment.

(b) A district may promulgate rules requiring a person to obtain a

permit or an amendment to a permit under Section 36.113 from the district for the transfer of

groundwater out of the district to:
(1) increase, on or after March 2, 1997, the amount of

groundwater to be transferred under a continuing arrangement in effect before that date; or
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(2) transfer groundwater out of the district on or after March
2, 1997, under a new arrangement.

(c) Except as provided in Section 36.113(e), the district may not

impose more restrictive permit conditions on transporters than the district imposes on existing

in-district users.

(d) [{b)] The district may impose a reasonable fee for processing an

application [fera-permit] under this section. The fee may not exceed fees that the district

imposes for processing other applications under Section 36.113. An application filed to comply

with this section shall be considered and processed under the same procedures as other

applications for permits under Section 36.113 and shall be combined with applications filed to

obtain a permit for in-district water use under Section 36.113 from the same applicant.

(e) The district may impose a reasonable fee or surcharge for an

export fee using one of the following methods:

(1) a fee negotiated between the district and the transporter;

(2) arate not to exceed the equivalent of the district's tax

rate per hundred dollars of valuation for each thousand gallons of water transferred out of the

district or 2.5 cents per thousand gallons of water, if the district assesses a tax rate of less than

2.5 cents per hundred dollars of valuation; or

(3) for a fee-based district, a 50 percent export surcharge, in

addition to the district's production fee, for water transferred out of the district.
) [t fore issui ) torthi o, lictei
) . ” licati ! hold blic hearing.

[€6)] In reviewing a proposed transfer of groundwater out of the

district [determining-whether-to-issue-apermit-under-this-seetion], the district shall consider:
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(1) the availability of water in the district and in the

proposed receiving area during the period for which the water supply is requested,

@) [ iLability of feasibl | icable.al .
supphes-to-the-applicant;

[(3)—the-ameunt-and-purpeses-of use-in-the-propesed

. cor whick . o

[€4)] the projected effect of the proposed transfer on aquifer
conditions, depletion, subsidence, or effects on existing permit holders or other groundwater
users within the district; and

(3) [(5)] the approved regional water plan and certified
district management plan.

(9) [€)] The district may not deny a permit based on the fact that the

applicant seeks to transfer groundwater outside of the district but may limit a permit issued under

this section if conditions in Subsection (f) [{}] warrant the limitation, subject to Subsection (c).

(h) [€B] In addition to conditions provided by Section 36.1131, the
permit shall specify:
(1) the amount of water that may be transferred out of the
district; and
(2) the period for which the water may be transferred.

(i) The period specified by Subsection (h)(2) shall be:

(1) at least three years if construction of a conveyance

system has not been initiated prior to the issuance of the permit; or

(2) at least 30 vyears if construction of a conveyance system

has been initiated prior to the issuance of the permit.
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(1) A term under Subsection (i)(1) shall automatically be extended to

the terms agreed to under Subsection (i)(2) if construction of a conveyance system is begun

before the expiration of the initial term.

(k) Notwithstanding the period specified in Subsections (i) and (j)

during which water may be transferred under a permit, a district may periodically review the

amount of water that may be transferred under the permit and may limit the amount if additional

factors considered in Subsection (f) warrant the limitation, subject to Subsection (c). The review

described by this subsection may take place not more frequently than the period provided for the

review or renewal of reqular permits issued by the district. In its determination of whether to

renew a permit issued under this section, the district shall consider relevant and current data for

the conservation of groundwater resources and shall consider the permit in the same manner it

would consider any other permit in the district.

(1) A district is prohibited from using revenues obtained under

Subsection (&) to prohibit the transfer of groundwater outside of a district. A district is not

prohibited from using revenues obtained under Subsection () for paying expenses related to

enforcement of this chapter or district rules.

(m) [€g)] A district may not prohibit the export of groundwater if the
purchase was in effect on or before June 1, 1997.
(n) [€)] This section applies only to a transfer of water that is

permitted [iritiated-or-increased] after September 1, 1997 [the-effective-date-of thissection].

(0) [{B] A district shall adopt rules as necessary to implement this

section but may not adopt rules expressly prohibiting the export of groundwater.

(p) Subsection (e) does not apply to a district that is collecting an

export fee or surcharge on March 1, 2001.
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() In applying this section, a district must be fair, impartial, and

nondiscriminatory.

SECTION 2.53. Section 36.205, Water Code, is amended to read as
follows:

Sec. 36.205. AUTHORITY TO SET FEES. (a) A district may set
fees for administrative acts of the district, such as filing applications. Fees set by a district may
not unreasonably exceed the cost to the district of performing the administrative function for
which the fee is charged.

(b) A district shall set and collect fees for all services provided

outside the boundaries of the district. The fees may not unreasonably exceed the cost to the

district of providing the services outside the district.

(c) Adistrict may assess production fees based on the amount of

water authorized by permit to be withdrawn from a well or the amount actually withdrawn. A

district may assess the fees in lieu of, or in conjunction with, any taxes otherwise levied by the

district. A district may use revenues generated by the fees for any lawful purpose. Production

] shall not exceed:

(1) $1 [one-doHar] per acre-foot payable annually [acre-fost]
for water used for agricultural use [the-purpese-of-irrigatingagricultural-crops]; or

(2) $10 per acre-foot payable annually [17centsper

thousand-gaHens] for water used for any other purpose.
(d) The Barton Springs-Edwards Aquifer Conservation District, the

Lone Star Groundwater Conservation District, and the Guadalupe County Groundwater

Conservation District may not charge production fees for an annual period greater than $1 per

acre-foot for water used for agricultural use or 17 cents per thousand gallons for water used for

any other purpose. The Barton Springs-Edwards Aquifer Conservation District [A-district
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affected-by-Subsection{e)}{2)-that-alse] may assess a water use fee against a specific municipality
in [shaHassess] an amount not to exceed 60 percent of the total funding of the district received

from water use fees assessed against that municipality and other nonexempt users in the district.
This subsection shall take precedence over all prior enactments.
(e) Subsection (c) does not apply to the following districts:
(1) the Edwards Aquifer Authority;
(2) the Fort Bend Subsidence District; [ef]
(3) the Harris-Galveston Coastal Subsidence District;

(4) the Barton Springs-Edwards Aquifer Conservation

District; or

(5) any district that collects a property tax and that was

created before September 1, 1999, unless otherwise authorized by special law.

(f) A district, including a district described under Subsection (d), may

assess a production fee under Subsection (c) for any water produced under an exemption under

Section 36.117 if that water is subsequently sold to another person.

(q) A district may assess a transportation fee under Section 36.122.

SECTION 2.54. Section 36.206, Water Code, is amended by

amending Subsection (b) and adding Subsection (c) to read as follows:

(b) The rate of fees set for [erop-ortivestock-production-or-other]

agricultural uses shall be no more than 20 percent of the rate applied to municipal uses.

(c) District fees may not be used to purchase groundwater rights

unless the purchased rights are acquired for conservation purposes and are permanently held in

trust not to be produced.

SECTION 2.55. Subchapter I, Chapter 36, Water Code, is amended

by adding Section 36.3011 to read as follows:
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Sec. 36.3011. FAILURE OF A DISTRICT TO CONDUCT JOINT

PLANNING. (a) If the board of a district within a common management area fails to forward a

copy of its new or revised certified management plan under Section 36.108, the commission shall

take appropriate action under Section 36.303.

(b) Not later than the 45th day after receiving the review panel's

report under Section 36.108, the executive director or the commission shall take action to

implement any or all of the panel's recommendations. If the commission finds that a district in

the joint planning area has failed to adopt rules, the groundwater in the management area is not

adequately protected by the rules adopted by the district, or the groundwater in the management

area is not adequately protected because of the district's failure to enforce substantial compliance

with its rules, the commission may take any action it considers necessary in accordance with

Section 36.303.

SECTION 2.56. Subsection (a), Section 36.303, Water Code, is
amended to read as follows:

(a) If Section 36.108, 36.301, or 36.302(f) applies, the commission,

after notice and hearing in accordance with Chapter 2001, Government Code, shall take action
the commission considers appropriate, including:

(1) issuing an order requiring the district to take certain
actions or to refrain from taking certain actions;

(2) dissolving the board in accordance with Sections 36.305

and 36.307 and calling an election for the purpose of electing a new board;

(3) requesting the attorney general to bring suit for the

appointment of a receiver to collect the assets and carry on the business of the groundwater

conservation district [removing-the-district'staxingauthority]; or
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(4) dissolving the district in accordance with Sections
36.304, 36.305, and 36.308.
SECTION 2.57. Subchapter I, Chapter 36, Water Code, is amended
by adding Section 36.3035 to read as follows:
Sec. 36.3035. APPOINTMENT OF A RECEIVER. (a) If the

attorney general brings a suit for the appointment of a receiver for a district, a district court shall

appoint a receiver if an appointment is necessary to protect the assets of the district.

(b) The receiver shall execute a bond in an amount to be set by the

court to ensure the proper performance of the receiver's duties.

(c) After appointment and execution of bond, the receiver shall take

possession of the assets of the district specified by the court.

(d) Until discharged by the court, the receiver shall perform the duties

that the court directs to preserve the assets and carry on the business of the district and shall

strictly observe the final order involved.

(e) On a showing of good cause by the district, the court may dissolve

the receivership and order the assets and control of the business returned to the district.

SECTION 2.58. Section 51.149, Water Code, is amended to read as
follows:

Sec. 51.149. CONTRACTS. (a) No approvals other than those

specified in Subsection (c) and in Section 1, Chapter 778, Acts of the 74th Legislature, Reqular

Session, 1995, need be obtained in order for a contract between a district and a municipality to

be valid, binding, and enforceable against all parties to the contract. After approval by a

majority of the electors voting at an election conducted in the manner of a bond election, a

district may make payments under a contract from taxes for debt that does not exceed 30 years.
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(b) [{8)] A contract may provide that the district will make payments
under the contract from proceeds from the sale of notes or bonds, from taxes, from any other
income of the district, or from any combination of these.

(c) [€e}] A district may make payments under a contract from taxes,
other than maintenance taxes, after the provisions of the contract have been approved by a
majority of the electors voting at an election held for that purpose.

(d) [(B] Any contract election may be held at the same time as and in
conjunction with an election to issue bonds, and the procedure for calling the election, giving
notice, conducting the election, and canvassing the returns shall be the same as the procedure for
a bond election.

(e) A district created pursuant to Chapter 628, Acts of the 68th

Legislature, Reqular Session, 1983, is defined as a municipal corporation and political

subdivision pursuant to Chapter 405, Acts of the 76th Legislature, Reqular Session, 1999, and is

authorized to take action accordingly.

SECTION 2.59. Subsection (a), Section 182.052, Utilities Code, is
amended to read as follows:
(a) Except as provided by Section 182.054, a government-operated

utility may not disclose personal information in a customer's account record, or any information

relating to the volume or units of utility usage or the amounts billed to or collected from the

individual for utility usage, if the customer requests that the government-operated utility keep the

information confidential. However, a government-operated utility may disclose information

related to the customer's volume or units of utility usage or amounts billed to or collected from

the individual for utility usage if the primary source of water for such utility was a sole-source

designated aquifer.
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SECTION 2.60. Section 1.03, Chapter 626, Acts of the 73rd
Legislature, Regular Session, 1993, is amended by adding Subdivisions (26) and (27) to read as
follows:

(26) "Agricultural use" means any use or activity involving

any of the following activities:

(A) cultivating the soil to produce crops for human

food, animal feed, or planting seed or for the production of fibers;

(B) the practice of floriculture, viticulture,

silviculture, and horticulture, including the cultivation of plants in containers or nonsoil media,

by a nursery grower;

(C) raising, feeding, or keeping animals for

breeding purposes or for the production of food or fiber, leather, pelts, or other tangible products

having a commercial value;

(D) wildlife management;

(E) raising or keeping equine animals; and

(F) planting cover crops, including cover crops

cultivated for transplantation, or leaving land idle for the purpose of participating in any

governmental program or normal crop or livestock rotation procedure.

(27) "Nursery grower" means a person who grows more than

50 percent of the products that the person either sells or leases, regardless of the variety sold,

leased, or grown. For the purpose of this definition, "grow" means the actual cultivation or

propagation of the product beyond the mere holding or maintaining of the item before sale or

lease and typically includes activities associated with the production or multiplying of stock,

such as the development of new plants from cuttings, grafts, plugs, or seedlings.
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SECTION 2.61. Subsection (e), Section 1.29, Chapter 626, Acts of
the 73rd Legislature, Regular Session, 1993, is amended to read as follows:

(e) In developing an equitable fee structure under this section, the
authority may establish different fee rates on a per acre-foot basis for different types of use. The
fees must be equitable between types of uses. The fee rate for agricultural use shall be based on
the volume of water withdrawn and may not be more than $2 per acre-foot [20-percent-of-the-fee
rate-for-municipaluse]. The authority shall assess the fees on the amount of water a permit

holder is authorized to withdraw under the permit.
SECTION 2.62. Section 1.44, Chapter 626, Acts of the 73rd
Legislature, Regular Session, 1993, is amended by adding Subsection (e) to read as follows:

(e) The authority may contract for injection or artificial recharge

under this section only if provision is made for protecting and maintaining the quality of

groundwater in the receiving part of the aguifer, and:

(1) the water used for artificial recharge is groundwater

withdrawn from the aquifer; or

(2) the water is recharged through a natural recharge feature.

SECTION 2.63. Subsections (a) and (b), Section 4.03, Chapter 1029,
Acts of the 76th Legislature, Regular Session, 1999, are amended to read as follows:
(@) The authority may establish fees, rates, and charges, and

classifications of fee payers and ratepayers, as necessary to enable the authority to fulfill the

authority's purposes and regulatory obligations provided by this Act.

(b) The authority may charge against the owner of a well located in
the authority's boundaries a fee on the amount of water pumped from the well. The board shall
establish the rate of a fee under this subsection only after a special meeting on the fee. The board

shall by rule exempt from the fee under this subsection those classes of wells that are not subject
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to groundwater reduction requirements imposed by the subsidence district, except that if any of

those classes of wells become subject at a future date to a groundwater reduction requirement

imposed by the subsidence district, then the authority may after that date charge the fee under

this subsection to those affected classes of wells. The board by rule may exempt any other

classes of wells from the fee under this subsection. The board may not apply the fee to a well:
(1) with a casing diameter of less than five inches that serves
a single-family dwelling;
(2) regulated under Chapter 27, Water Code;
(3) used for irrigation of agricultural crops; or
(4) [thatpreduces10-mihion-gaHons-erlessannualhyor
[€5)] used solely for electric generation.
ARTICLE 3. DISTRICT RATIFICATIONS AND CREATIONS
PART 1. COW CREEK GROUNDWATER CONSERVATION DISTRICT
SECTION 3.0101. RATIFICATION OF CREATION. (a) The
creation of the Cow Creek Groundwater Conservation District in Kendall County by Chapter
1331, Acts of the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a)
of that chapter, subject to approval at a confirmation election under Section 3.0108 of this part.
The district is a governmental agency and a body politic and corporate.
(b) The district may develop and implement regulatory, conservation,
and recharge programs that preserve and protect groundwater resources located in the district.
SECTION 3.0102. DEFINITIONS. In this part:
(1) "District" means the Cow Creek Groundwater

Conservation District.
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(2) "Retail public utility" means a retail public utility as
defined by Section 13.002, Water Code, that is providing service in the district on September 1,
2001.

(3) "Well" means any excavation drilled or dug into the
ground that may intercept or penetrate a water-bearing stratum or formation.

SECTION 3.0103. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Kendall County.

SECTION 3.0104. POWERS. Except as otherwise provided by this
part, the district has all of the rights, powers, privileges, authority, functions, and duties provided
by the general law of the state, including Chapter 36, Water Code, applicable to groundwater
conservation districts created under Section 59, Article XVI, Texas Constitution. This part
prevails over any provision of general law, including Chapter 36, Water Code, or Chapter 1331,
Acts of the 76th Legislature, Regular Session, 1999, that is in conflict or inconsistent with this
part.

SECTION 3.0105. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors serve until initial directors are elected under
Sections 3.0108 and 3.0109 of this part or until this part expires under Section 3.0108 of this
part, whichever occurs first.

(c) Initial directors serve until permanent directors are elected under
Section 3.0110 of this part.

(d) Permanent directors serve staggered four-year terms.

(e) A director serves until the director's successor has qualified.

(F) Each director must qualify to serve as director in the manner

provided by Section 36.055, Water Code.
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(9) A vacancy in the office of director is filled by appointment of the
board until the next election for directors. At the next election for directors, a person shall be
elected to fill the position. If the position is not scheduled to be filled at the election, the person
elected to fill the position shall serve only for the remainder of the unexpired term.

SECTION 3.0106. METHOD OF ELECTING DIRECTORS:
COMMISSIONERS PRECINCTS. (a) The directors of the district shall be elected according to
the commissioners precinct method as provided by this part.

(b) One director shall be elected by the qualified voters of the entire
district and one director shall be elected from each county commissioners precinct by the
qualified voters of that precinct.

(c) A person shall indicate on the application for a place on the ballot
the precinct that the person seeks to represent or that the person seeks to represent the district at
large.

(d) When the boundaries of the commissioners precincts are changed,
each director in office on the effective date of the change or elected to a term of office beginning
on or after the effective date of the change serves in the precinct to which the director was
elected for the entire term to which the director was elected, even though the change in
boundaries places the person's residence outside the precinct for which the person was elected.

(e) To be eligible to be a candidate for or to serve as director from a
county commissioners precinct, a person must be a registered voter in the precinct from which
the person is elected or appointed. To be eligible to be a candidate for or to serve as director at
large, a person must be a registered voter in the district.

SECTION 3.0107. TEMPORARY DIRECTORS. (a) The temporary

board of directors shall be appointed by the county commissioners court. One temporary
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director shall be appointed from each commissioners precinct, and one temporary director shall
be a director at large.

(b) If a temporary director fails to qualify for office, the temporary
directors who have qualified shall appoint a person to fill the vacancy. If at any time there are
fewer than three qualified temporary directors, the Texas Natural Resource Conservation
Commission shall appoint the necessary number of persons to fill all vacancies on the board.

SECTION 3.0108. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm
establishment of the district and to elect five initial directors.

(b) A person who wishes to be a candidate for the office of initial
director may file an application with the temporary board of directors to have the candidate's
name printed on the ballot as provided by Section 3.0106 of this part.

(c) At the confirmation and initial directors election, the temporary
board of directors shall have the names of the five persons serving as temporary directors placed
on the ballot by commissioners precinct and as at-large director, together with the name of any
candidate filing for the office of director as provided by this section.

(d) If a majority of the votes cast at the election favor the creation of
the district, the temporary directors shall declare the district created. If a majority of the votes
cast at the election are against the creation of the district, the temporary directors shall declare
the district defeated. The temporary directors shall file a copy of the election results with the
Texas Natural Resource Conservation Commission.

(e) If a majority of the votes cast at the election are against the
creation of the district, the temporary directors may call and hold subsequent elections to confirm

establishment of the district and to elect initial directors. A subsequent election may not be held
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earlier than the first anniversary of the date on which the previous election was held. If the
district is not created before September 1, 20086, this part expires on that date.

(f) Section 41.001(a), Election Code, does not apply to a confirmation
and initial directors election held under this section.

(g) Section 36.017(a), Water Code, does not apply to the district.

(h) Except as provided by this section, a confirmation and directors
election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the Election
Code.

SECTION 3.0109. INITIAL DIRECTORS. (a) If the district is
created at the election, the temporary directors, at the time the vote is canvassed, shall declare the
candidate receiving the most votes for each commissioners precinct or for the at-large director to
be elected as the initial directors.

(b) The initial directors for Precincts 2 and 3 serve until the first
regular meeting of the board of directors held after the first permanent directors election under
Section 3.0110 of this part. The initial directors for Precincts 1 and 4 and the initial director
representing the district at large serve until the first regular meeting of the board of directors held
after the second permanent directors election under Section 3.0110 of this part.

SECTION 3.0110. ELECTION OF PERMANENT DIRECTORS.
Beginning in the second year after the year in which the district is authorized to be created at a
confirmation election, an election shall be held in the district on the first Saturday in May every
two years to elect the appropriate number of directors to the board.

SECTION 3.0111. ADDITIONAL AUTHORITY. (a) The district
may contract with one or more state agencies or other governmental bodies, including a county, a

river authority, or another district, to carry out any function of the district.
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(b) The district may require a drilling permit before a new well is
drilled or an existing well is substantially altered. Notwithstanding an exemption for a well
under Section 36.117, Water Code, written authorization granted by the district must be received
before a new well is drilled or an existing well is substantially altered.

(c) The district may participate in the construction, implementation,
and maintenance of best management practices for water resource management in the district and
may engage in and promote the acceptance of best management practices through education
efforts sponsored by the district. Construction, implementation, and maintenance of best
management practices must address water quantity and quality practices such as brush
management, prescribed grazing, recharge structures, water and silt detention and retention
structures, plugging of abandoned wells, rainwater harvesting, and other treatment measures for
the conservation of water resources.

(d) Reasonable fees, as determined by the district, may be imposed on
an annual basis on each nonexempt well. The district shall adopt any rules necessary for the
assessment and collection of fees under this subsection.

(e) The district may use money collected from fees:

(1) inany manner necessary for the management and
operation of the district;

(2) to pay all or part of the principal of and interest on
district bonds or notes; and

(3) for any purpose consistent with the district's certified
water management plan.

() The district shall grant an exemption or other relief from ad
valorem taxes on property on which a water conservation initiative has been implemented. The

district shall adopt rules to implement this subsection. A retail public utility shall receive the
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same exemption or relief from ad valorem taxes on property as any other customer of the district
would receive.

(g) As a water conservation initiative to encourage retail public
utilities to obtain water supplies from sources other than groundwater, the district shall grant an
exemption or other relief from ad valorem taxes on property served by a retail public utility
based on:

(1) the percentage of potable water supplied within the
district by the retail public utility from sources other than groundwater compared to the total
water supplied by the retail public utility for the preceding year; and

(2) the percentage of wastewater effluent produced by the
retail public utility that is used as reclaimed water within the district compared to the total
wastewater effluent produced by the retail public utility for the preceding year. The district may
consider the impact of floods and equipment breakage on the retail public utility's ability to
supply water from sources other than groundwater.

(h) The total amount of the exemption or other relief from ad valorem
taxes may not exceed one-half of the tax levied by the district.

SECTION 3.0112. PROHIBITED ACTS. The district may not:

(1) impose an ad valorem property tax for administrative,
operation, or maintenance expenses that exceeds the lesser of the rate approved by the majority
of the qualified voters voting in the election authorizing the tax, or three cents per $100
valuation;

(2) require the owner of a well used solely for domestic or

livestock purposes to install a meter or measuring device on the well;
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(3) enter into any contract or engage in any action to supply
water to any person in the service area of any municipality or retail public utility located in the
district, except with the consent of the municipality or retail public utility; or

(4) issue any bonds secured by ad valorem taxes before
September 1, 2004.

PART 2. CROSSROADS GROUNDWATER CONSERVATION DISTRICT
SECTION 3.0201. RATIFICATION OF CREATION. The creation
of the Crossroads Groundwater Conservation District in Victoria County by Chapter 1331, Acts
of the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a) of that
chapter, subject to approval at a confirmation election under Section 3.0210 of this part.
SECTION 3.0202. DEFINITIONS. In this part:

(1) "Board" means the district's board of directors.

(2) "Commissioners court" means the Victoria County
Commissioners Court.

(3) "District" means the Crossroads Groundwater
Conservation District.

SECTION 3.0203. LEGISLATIVE FINDINGS. The legislature
finds that:

(1) the organization of the district is feasible and practicable;

(2) all of the land to be included in, and the residents of, the
district will benefit from the creation of the district;

(3) there is a public necessity for the district; and

(4) the creation of the district will provide a benefit and

utility to the public.
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SECTION 3.0204. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Victoria County.

SECTION 3.0205. APPLICATION OF CHAPTER 36, WATER
CODE; GENERAL POWERS AND DUTIES. (a) Except to the extent of any conflict with this
part or as specifically limited by this part, the district is governed by and subject to Chapter 36,
Water Code, and may exercise all of the powers contained in that chapter, including the power to
issue bonds and levy and collect taxes and the power of eminent domain. The district may
exercise all of the duties provided by Chapter 36, Water Code.

(b) This part prevails over any conflicting or inconsistent provision of
Chapter 1331, Acts of the 76th Legislature, Regular Session, 1999.

SECTION 3.0206. BOARD OF DIRECTORS. (a) The district is
governed by a board of seven directors.

(b) The directors for Places 1-4 are appointed by the commissioners
court. The directors for Places 5-7 are appointed by the city council of the City of Victoria.

(c) The directors shall select from their members persons to serve as
chairman, vice chairman, and secretary.

SECTION 3.0207. QUALIFICATIONS OF BOARD MEMBERS.
To be qualified for appointment as a director, a person must be a resident of the district and must
be at least 18 years of age.

SECTION 3.0208. TERM OF OFFICE. (a) Except for the
temporary and initial directors of the district, directors serve staggered four-year terms.

(b) A vacancy in the office of director is filled for the remainder of
the term by appointment by the commissioners court or the city council of the City of Victoria,

as appropriate.
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SECTION 3.0209. TEMPORARY DIRECTORS. (a) On
September 1, 2001, the following persons are designated as temporary directors of the district:
(1) Place 1: Mark Dierlam
(2) Place 2: Rocky Sanders
(3) Place 3: S. F. Ruschhaupt 111
(4) Place 4: Joseph Dial
(5) Place 5: Stephen Diebel
(6) Place 6: Jerry James
(7) Place 7: Denise McCue

(b) If atemporary director fails to qualify for office or if a vacancy
occurs in the office of temporary director for any reason, the commissioners court shall appoint a
person to fill a vacancy in Place 1, 2, 3, or 4, and the city council of the City of Victoria shall
appoint a person to fill a vacancy in Place 5, 6, or 7.

(c) The temporary directors shall select from their members persons
to serve as chairman, vice chairman, and secretary.

(d) The temporary directors serve until they declare the district
created, at which time they become the initial directors of the district under Section 3.0211 of
this part.

(e) To be qualified to serve as a temporary director, a person must be
a resident of Victoria County and at least 18 years of age.

SECTION 3.0210. CONFIRMATION ELECTION. (a) Not later
than October 1, 2001, and without the necessity of having a petition presented, the temporary
directors shall meet and call an election to be held not later than January 1, 2002, within the

boundaries of the proposed district to confirm the creation of the district.
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(b) Section 41.001(a), Election Code, does not apply to an election
called under this section.

(c) The ballot for the election shall be printed to provide for a vote for
or against the following propositions:

(1) the creation of the Crossroads Groundwater
Conservation District in Victoria County; and
(2) the levy and collection of a property tax in the district.

(d) The temporary board may include other propositions on the ballot
that it considers necessary.

(e) If a majority of votes cast at the election favor the creation of the
district, the temporary directors shall declare the district created. If a majority of the votes cast at
the election are against the creation of the district, the temporary directors shall declare the
district defeated. The temporary directors shall file a copy of the election results with the Texas
Natural Resource Conservation Commission.

(f) If the creation of the district is defeated, further elections may be
called and held after the first anniversary of the most recent confirmation election. If the district
is not created by September 1, 2006, this part expires.

SECTION 3.0211. INITIAL DIRECTORS. (a) On confirmation of
the creation of the district under Section 3.0210 of this part, the temporary directors become the
initial directors of the district and serve terms as provided by Subsection (b) of this section,
except that not later than the 60th day after the date on which the temporary directors declare the
district created, the commissioners court may replace any director in Places 1-4 and the city

council of the City of Victoria may replace any director in Places 5-7.
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(b) The initial directors for Places 1, 3, 5, and 7 serve for four years
following the confirmation of the district. The initial directors for Places 2, 4, and 6 serve for
two years following the confirmation of the district.

(c) If, for any reason, an appointed director is not qualified to take
office at the first regular meeting of the board following the director's appointment, the director
for that place shall continue to serve until a successor has qualified.

SECTION 3.0212. LIMITATION ON TAXATION. The district may
not impose an ad valorem tax at a rate that exceeds two cents on the $100 valuation of taxable
property in the district.

PART 3. HAYS TRINITY GROUNDWATER CONSERVATION DISTRICT

SECTION 3.0301. RATIFICATION OF CREATION. The creation
by Chapter 1331, Acts of the 76th Legislature, Regular Session, 1999, of the Hays Trinity
Groundwater Conservation District in Hays County is ratified as required by Section 15(a) of
that Act, subject to approval at a confirmation election under Section 3.0309 of this part.

SECTION 3.0302. DEFINITION. In this part, "district" means the
Hays Trinity Groundwater Conservation District.

SECTION 3.0303. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Hays County, Texas, excluding any area in Hays County
that is, on the effective date of this Act, within another groundwater conservation district with
authority to require a permit to drill or alter a well for the withdrawal of groundwater. Not later
than the 30th day after the date of the first meeting of the board of directors of the district, and
before a confirmation election is held, the board shall prepare and file a description of district
boundaries with the Hays County clerk and the Texas Natural Resource Conservation

Commission.
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SECTION 3.0304. GENERAL POWERS. (a) The district has all of
the rights, powers, privileges, authority, functions, and duties provided by the general law of this
state, including Chapter 36, Water Code, applicable to groundwater conservation districts created
under Section 59, Article XVI, Texas Constitution. This part prevails over any provision of
general law that is in conflict or inconsistent with this part, including any provision of Chapter
1331, Acts of the 76th Legislature, Regular Session, 1999.

(b) Notwithstanding Subsection (a) of this section, the following
provisions prevail over a conflicting or inconsistent provision of this part:

(1) Sections 36.1071-36.108, Water Code;
(2) Sections 36.159-36.161, Water Code; and
(3) Subchapter I, Chapter 36, Water Code.

(c) The district may not enter property to inspect an exempt well
without the property owner's permission.

(d) The Hays County Commissioners Court by resolution may require
an election to affirm or reverse a decision of the board of directors of the district not later than
six months after the date of the decision.

(e) The district may not adopt standards for the construction of a
residential well that are more stringent than state standards for a residential well.

SECTION 3.0305. EXEMPT WELLS. (a) The following wells are
exempt from the requirements of Chapter 36, Water Code, and may not be regulated, permitted,
or metered by the district:

(1) awell used for domestic use by a single private

residential household and producing less than 25,000 gallons per day; and
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(2) awell used for conventional farming and ranching
activities, including such intensive operations as aquaculture, livestock feedlots, or poultry
operations.

(b) The district may not require a permit to construct a well described
by Subsection (a)(2) of this section.

(c) A well used for dewatering and monitoring in the production of
coal or lignite is exempt from permit requirements, regulations, and fees imposed by the district.

SECTION 3.0306. FISCAL RESPONSIBILITIES. (a) The district
annually shall prepare a budget showing proposed expenditures and disbursements and estimated
receipts and collections for the next fiscal year and shall hold a public hearing on the proposed
budget. The district must publish notice of the hearing at least once in a newspaper of general
circulation in the county not later than the 10th day before the date of the hearing. A taxpayer of
the district is entitled to appear at the hearing to be heard regarding any item in the proposed
budget.

(b) At the written request of the Hays County Commissioners Court,
the county auditor shall audit the performance of the district. The court may request a general
audit of the performance of the district or may request an audit of only one or more district
matters.

SECTION 3.0307. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors serve until initial directors are elected under
Section 3.0309 of this part.

(c) Initial directors serve until permanent directors are elected under
Section 3.0310 of this part.

(d) Permanent directors serve staggered two-year terms.
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(e) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(F) A director serves until the director's successor has qualified.

(g) If there is a vacancy on the board, the Hays County
Commissioners Court shall appoint a director to serve the remainder of the term.

(h) A director may not receive a salary or other compensation for
service as a director but may be reimbursed for actual expenses of attending meetings at the rate
in effect for employees of Hays County.

SECTION 3.0308. METHOD OF ELECTING DIRECTORS:
SINGLE-MEMBER DISTRICTS. (a) The temporary directors shall draw five numbered,
single-member districts for electing directors.

(b) For the conduct of an election under Section 3.0309 or Section
3.0310 of this part, the board shall provide for one director to be elected from each of the
single-member districts. A director elected from a single-member district represents the
residents of that single-member district.

(c) To be qualified to be a candidate for or to serve as director, a
person must be a registered voter in the single-member district that the person represents or seeks
to represent.

(d) The initial or permanent directors may revise the districts as
necessary or appropriate. The board of directors shall revise each single-member district after
each federal decennial census to reflect population changes. At the first election after the
single-member districts are revised, a new director shall be elected from each district. The
directors shall draw lots to determine which two directors serve one-year terms and which three

directors serve two-year terms.
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SECTION 3.0309. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm
establishment of the district and to elect initial directors.

(b) At the confirmation and initial directors election, the temporary
board of directors shall have placed on the ballot the name of any candidate filing for an initial
director's position and blank spaces to write in the names of other persons. A temporary director
who is qualified to be a candidate under Section 3.0308 of this part may file for an initial
director's position.

(c) Section 41.001(a), Election Code, does not apply to a
confirmation and initial directors election held as provided by this section.

(d) Except as provided by this section, a confirmation and initial
directors election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the
Election Code.

SECTION 3.0310. ELECTION OF DIRECTORS. (a) On the first
Saturday in May or the first Tuesday after the first Monday in November of the first
even-numbered year after the year in which the district is authorized to be created at a
confirmation election, an election shall be held in the district for the election of three directors to
serve two-year terms and two directors to serve one-year terms.

(b) On the first Saturday in May or the first Tuesday after the first
Monday in November, as applicable, of each subsequent second year following the election held
under Subsection (a) of this section, the appropriate number of directors shall be elected.

SECTION 3.0311. OTHER ELECTIONS. An election held by the
district, other than an election under Section 3.0309 or 3.0310 of this part, must be scheduled to

coincide with a general election in May or November.
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SECTION 3.0312. FUNDING AUTHORITY. (a) Except as
provided by Sections 3.0305(b) and (c) of this part, the district may require a permit for the
construction of a new well completed after the effective date of this Act and may charge and
collect a construction permit fee not to exceed $300.

(b) The district may levy and collect a water utility service
connection fee not to exceed $300 for each new water service connection made after the
effective date of this Act. This subsection does not apply to a water utility that has surface water
as its sole source of water.

(c) Notwithstanding Section 3.0304(a) of this part or Subchapter G,
Chapter 36, Water Code, the district may not impose a tax or assess or collect any fees except as
authorized by Subsection (a) or (b) of this section.

SECTION 3.0313. EXPIRATION DATE. If the creation of the
district is not confirmed at a confirmation election held under Section 3.0309 of this part before
September 1, 2003, this part expires on that date.

PART 4. LONE WOLF GROUNDWATER CONSERVATION DISTRICT

SECTION 3.0401. RATIFICATION OF CREATION. The creation
of the Lone Wolf Groundwater Conservation District in Mitchell County by Chapter 1331, Acts
of the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a) of that
chapter, subject to approval at a confirmation election under Section 3.0407 of this part.

SECTION 3.0402. DEFINITION. In this part, "district" means the
Lone Wolf Groundwater Conservation District.

SECTION 3.0403. GENERAL POWERS. The district has all of the
rights, powers, privileges, authority, functions, and duties provided by the general law of the
state, including Chapter 36, Water Code, applicable to groundwater conservation districts created

under Section 59, Article XVI, Texas Constitution. This part prevails over any provision of
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general law, including Chapter 36, Water Code, or Chapter 1331, Acts of the 76th Legislature,
Regular Session, 1999, that is in conflict or inconsistent with this part.

SECTION 3.0404. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors serve until initial directors are elected under
Section 3.0407 of this part.

(c) Initial directors serve until permanent directors are elected under
Section 3.0408 of this part.

(d) Permanent directors serve staggered four-year terms.

(e) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(f) A director serves until the director's successor has qualified.

SECTION 3.0405. COMPENSATION OF DIRECTORS. A director
is not entitled to fees of office but is entitled to reimbursement of actual expenses reasonably and
necessarily incurred while engaging in activities on behalf of the district.

SECTION 3.0406. METHOD OF ELECTING DIRECTORS:
COMMISSIONERS PRECINCTS. (a) The directors of the district shall be elected according to
the commissioners precinct method as provided by this section.

(b) One director shall be elected by the voters of the entire district,
and one director shall be elected from each county commissioners precinct by the voters of that
precinct.

(c) To be eligible to be a candidate for or to serve as director at large,
a person must be a registered voter in the district. To be eligible to be a candidate for or to serve
as director from a county commissioners precinct, a person must be a registered voter of that

precinct.
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(d) A person shall indicate on the application for a place on the ballot:
(1) the precinct that the person seeks to represent; or
(2) that the person seeks to represent the district at large.

(e) When the boundaries of the commissioners precincts are changed,
each director in office on the effective date of the change or elected to a term of office beginning
on or after the effective date of the change serves in the precinct to which the director was
elected for the entire term to which the director was elected, even though the change in
boundaries places the person's residence outside the precinct for which the person was elected.

SECTION 3.0407. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm
establishment of the district and to elect initial directors.

(b) At the confirmation and initial directors election, the temporary
board of directors shall have placed on the ballot the name of any candidate filing for an initial
director position and blank spaces to write in the names of other persons. A temporary director
who is eligible to be a candidate under Section 3.0406 of this part may file for an initial director
position.

(c) Section 41.001(a), Election Code, does not apply to a
confirmation and initial directors election held as provided by this section.

(d) Except as provided by this section, a confirmation and initial
directors election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the
Election Code.

SECTION 3.0408. ELECTION OF DIRECTORS. (a) On the first
Saturday in May of the first even-numbered year after the year in which the district is authorized
to be created at a confirmation election, an election shall be held in the district for the election of

three directors to serve four-year terms and two directors to serve two-year terms.
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(b) On the first Saturday in May of each subsequent second year
following the election, the appropriate number of directors shall be elected.

SECTION 3.0409. LIMITATION ON TAXATION. The district may
levy property taxes at a rate not to exceed 20 cents on each $100 of assessed valuation to pay any
part of the bonds or notes issued by the district if the authority to impose property taxes under
this part is approved by a majority of the voters voting at a confirmation election under Section
3.0407 of this part or at a separate election called for that purpose by the board of directors.

SECTION 3.0410. EXPIRATION. If the creation of the district is
not confirmed at a confirmation election held under Section 3.0407 of this part before
September 1, 2003, the district is dissolved and this part expires on that date.

PART 5. LOST PINES GROUNDWATER CONSERVATION DISTRICT

SECTION 3.0501. RATIFICATION OF CREATION. The creation
of the Lost Pines Groundwater Conservation District in Bastrop and Lee counties by Chapter
1331, Acts of the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a)
of that chapter, subject to approval at a confirmation election under Section 3.0507 of this part.

SECTION 3.0502. DEFINITIONS. In this part:

(1) "District" means the Lost Pines Groundwater
Conservation District.

(2) "Public utility" means any person, corporation, public
utility, water supply or sewer service corporation, municipality, political subdivision, or agency
operating, maintaining, or controlling facilities in the state for providing potable water service
for compensation.

SECTION 3.0503. BOUNDARIES. The boundaries of the district

are coextensive with the boundaries of Bastrop and Lee counties, Texas.
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SECTION 3.0504. POWERS. (a) The district has all of the rights,
powers, privileges, authority, functions, and duties provided by the general law of the state,
including Chapter 36, Water Code, applicable to groundwater conservation districts created
under Section 59, Article XVI, Texas Constitution. This part prevails over any provision of
general law, including Chapter 36, Water Code, or Chapter 1331, Acts of the 76th Legislature,
Regular Session, 1999, that is in conflict or inconsistent with this part.

(b) The district may not impose a tax. The district may assess
regulatory pumping fees for water produced in or exported from the district. The regulatory
pumping fees the district assesses for water for crop or livestock production or other agricultural
uses may not exceed 20 percent of the rate applied to water for municipal uses. Regulatory
pumping fees based on the amount of water withdrawn from a well may not exceed:

(1) $1 per acre-foot for water used for the purpose of
irrigating agricultural crops; or

(2) 17 cents per thousand gallons for water used for any
other purpose.

(c) The district may adopt a rule exempting a well that is not capable
of producing more than 50,000 gallons of groundwater a day from a permit requirement, a fee, or
a restriction on production.

SECTION 3.0505. GROUNDWATER WELLS UNDER
JURISDICTION OF RAILROAD COMMISSION. (a) Groundwater wells drilled or operated
within the district under permits issued by the Railroad Commission of Texas are under the
exclusive jurisdiction of the railroad commission and are exempt from regulation by the district.

(b) Groundwater produced in an amount authorized by a railroad
commission permit may be used within or exported from the district without obtaining a permit

from the district.
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(c) To the extent groundwater production exceeds railroad
commission authorization, the holder of the railroad commission permit must apply to the district
for appropriate permits for the excess production and is subject to the applicable regulatory fees.

(d) Groundwater produced from wells under the jurisdiction of the
railroad commission is generally exempt from water district fees. However, the district may
impose either a pumping fee or an export fee on groundwater produced from an otherwise
exempt mine well that is used for municipal purposes or by a public utility. Any fee imposed by
the district under this subsection may not exceed the fee imposed on other groundwater
producers in the district.

SECTION 3.0506. BOARD OF DIRECTORS. (a) The district is
governed by a board of 10 directors.

(b) Five directors shall be appointed from Bastrop County by the
county judge of Bastrop County and five directors shall be appointed from Lee County by the
county judge of Lee County.

(c) Temporary directors serve until their successors are appointed and
have qualified.

(d) The temporary directors shall draw lots to determine:

(1) which three directors from each county will serve
four-year terms that expire December 31, 2005; and

(2) which two directors from each county will serve
two-year terms that expire December 31, 2003.

(e) Ineach subsequent second year following the initial appointment
of directors, the appropriate number of directors shall be appointed.

(f) Except as provided by Subsection (d) of this section, directors

serve staggered four-year terms.
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(g) Directors may serve consecutive terms.

(h) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(i) A director serves until the director's successor has qualified.

() If avacancy occurs on the board of directors, the board may
appoint a director to serve the remainder of the term.

(k) A director may receive fees of office as provided by Section
36.060, Water Code, and is entitled to reimbursement for reasonable actual expenses incurred in
performing duties as a director.

SECTION 3.0507. INITIAL MEETING AND CONFIRMATION
ELECTION. (a) As soon as practicable after September 1, 2001, the temporary directors shall
meet to set the date for and call the confirmation election. The directors shall hold the meeting
in conjunction with the regularly scheduled meeting of the directors.

(b) The election shall be held on the authorized election date in
November if the United States Department of Justice has precleared this part by that time. If this
part has not been precleared by the November election date, the confirmation election shall be
held at the next authorized election date. The district shall contract with the county clerks of
Bastrop and Lee counties to conduct the election.

(c) Except as provided by this section, the confirmation election must
be conducted as provided by Sections 36.017 and 36.018, Water Code, and the Election Code.

(d) If a majority of the votes cast at an election held under this section
is against the confirmation of the district, the temporary directors may not call another election
under this section before the first anniversary of that election.

SECTION 3.0508. REGIONAL COOPERATION. The district shall:
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(1) adopt a management plan detailing proposed efforts of
the district to cooperate with other groundwater conservation districts;

(2) participate as needed in coordination meetings with
adjacent groundwater conservation districts that share one or more aquifers with the district;

(3) coordinate the collection of data with adjacent
groundwater conservation districts in such a way as to achieve relative uniformity of data type
and quality;

(4) provide groundwater level information to adjacent
groundwater conservation districts;

(5) investigate any groundwater pollution to identify the
pollution's source;

(6) notify adjacent groundwater conservation districts and all
appropriate agencies of any groundwater pollution detected and the source of pollution
identified,

(7) provide to adjacent groundwater conservation districts
annually an inventory of water wells in the district and an estimate of groundwater production
within the district; and

(8) include adjacent groundwater conservation districts on
mailing lists for district newsletters and information regarding seminars, public education events,
news articles, and field days.

SECTION 3.0509. EXPIRATION. If the creation of this district is
not confirmed at a confirmation election held under Section 3.0507 of this part before September
1, 2005, this part expires on that date.

SECTION 3.0510. CONFLICTS. If another bill relating to the Lost

Pines Groundwater Conservation District is enacted by the 77th Legislature, Regular Session,
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2001, and becomes law, then, to the extent of any conflict between that Act and this part, the
provisions of that Act shall prevail.
PART 6. MCMULLEN GROUNDWATER CONSERVATION DISTRICT

SECTION 3.0601. RATIFICATION OF CREATION. The creation
of the McMullen Groundwater Conservation District in McMullen County by Chapter 1331,
Acts of the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a) of
that chapter, subject to approval at a confirmation election under Section 3.0607 of this part.

SECTION 3.0602. DEFINITION. In this part, "district” means the
McMullen Groundwater Conservation District.

SECTION 3.0603. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of McMullen County.

SECTION 3.0604. GENERAL POWERS. (a) The district has all of
the rights, powers, privileges, authority, functions, and duties provided by the general law of the
state, including Chapter 36, Water Code, applicable to groundwater conservation districts created
under Section 59, Article XV1, Texas Constitution. This part prevails over any provision of
general law, including Chapter 36, Water Code, or Chapter 1331, Acts of the 76th Legislature,
Regular Session, 1999, that is in conflict or inconsistent with this part.

(b) The rights, powers, privileges, authority, functions, and duties of
the district are subject to the continuing right of supervision of the state to be exercised by and
through the Texas Natural Resource Conservation Commission.

SECTION 3.0605. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors serve until initial directors are elected under

Section 3.0607 of this part.
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(c) Initial directors serve until permanent directors are elected under
Section 3.0608 of this part.

(d) Permanent directors serve staggered four-year terms.

(e) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(F) A director serves until the director's successor has qualified.

(9) If there is a vacancy on the board, the remaining directors shall
appoint a director to serve the remainder of the term.

SECTION 3.0606. METHOD OF ELECTING DIRECTORS:
COMMISSIONERS PRECINCTS. (a) The directors of the district shall be elected according to
the commissioners precinct method as provided by this section.

(b) One director shall be elected by the voters of the entire district
and one director shall be elected from each county commissioners precinct by the voters of that
precinct.

(c) To be qualified as a candidate for or to serve as director at large, a
person must be a registered voter in the district. To be a candidate for or to serve as director
from a county commissioners precinct, a person must be a registered voter of that precinct.

(d) A person shall indicate on the application for a place on the ballot:

(1) the precinct that the person seeks to represent; or
(2) that the person seeks to represent the district at large.

(e) When the boundaries of the commissioners precincts are changed,
each director in office on the effective date of the change or elected to a term of office beginning
on or after the effective date of the change serves in the precinct to which the director was
elected for the entire term to which the director was elected, even though the change in

boundaries places the person's residence outside the precinct for which the person was elected.
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SECTION 3.0607. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm
establishment of the district and to elect initial directors.

(b) At the confirmation and initial directors election, the temporary
board of directors shall have placed on the ballot the names of the persons serving as temporary
directors who intend to run for an initial director position and are qualified to be a candidate
under Section 3.0606 of this part together with the name of any candidate filing for an initial
director position and blank spaces to write in the names of other persons.

(c) If the district is created at the election, the temporary board of
directors, at the time the vote is canvassed, shall:

(1) declare the qualified person who receives the most votes
for each position to be elected as the initial director for that position; and

(2) include the results of the initial directors election in the
district's election report to the Texas Natural Resource Conservation Commission.

(d) Section 41.001(a), Election Code, does not apply to a
confirmation and initial directors election held as provided by this section.

(e) Except as provided by this section, a confirmation and initial
directors election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the
Election Code.

(F) If a majority of the votes cast at an election held under this section
is against the confirmation of the district, the temporary directors may not call another election
under this section before the first anniversary of that election.

SECTION 3.0608. ELECTION OF PERMANENT DIRECTORS.
(@) On the first Saturday in October of the second year after the year in which the district is

authorized to be created at a confirmation election, an election shall be held in the district for the
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election of directors from county commissioners precincts one and three, each of whom serves a
two-year term, and directors from county commissioners precincts two and four and the director
at large, each of whom serves a four-year term.

(b) On the first Saturday in October of each subsequent second year
following the election, the appropriate number of directors shall be elected to the board, each of
whom serves a four-year term.

SECTION 3.0609. LIMITATION ON TAXATION. The district may
not impose an ad valorem tax at a rate that exceeds five cents on the $100 valuation of taxable
property in the district.

SECTION 3.0610. EXPIRATION. If the creation of the district is
not confirmed at a confirmation election held under Section 3.0607 of this part before
September 1, 2003, this part expires on that date.

PART 7. KIMBLE COUNTY GROUNDWATER CONSERVATION DISTRICT

SECTION 3.0701. CREATION. (a) A groundwater conservation
district, to be known as the Kimble County Groundwater Conservation District, is created in
Kimble County, subject to approval at a confirmation election under this part. The district is a
governmental agency and a body politic and corporate.

(b) The district is created under and is essential to accomplish the
purposes of Section 59, Article XVI, Texas Constitution.

SECTION 3.0702. DEFINITION. In this part, "district" means the
Kimble County Groundwater Conservation District.

SECTION 3.0703. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Kimble County, Texas, excluding that part of Kimble

County that lies within the boundaries of the Hickory Underground Water District.
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SECTION 3.0704. FINDING OF BENEFIT. All of the land and
other property included within the boundaries of the district will be benefited by the works and
projects that are to be accomplished by the district under powers conferred by Section 59, Article
XVI, Texas Constitution. The district is created to serve a public use and benefit.

SECTION 3.0705. GENERAL POWERS. (a) The district has all of
the rights, powers, privileges, authority, functions, and duties provided by the general law of this
state, including Chapter 36, Water Code, applicable to groundwater conservation districts created
under Section 59, Article XVI, Texas Constitution. This part prevails over any provision of
general law that is in conflict or is inconsistent with this part.

(b) Notwithstanding Subsection (a) of this section, the following
provisions prevail over a conflicting or inconsistent provision of this part:

(1) Sections 36.1071-36.108, Water Code;
(2) Sections 36.159-36.161, Water Code; and
(3) Subchapter I, Chapter 36, Water Code.

(c) Chapter 49, Water Code, does not apply to the district.

SECTION 3.0706. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors serve until initial directors are elected under
this part.

(c) Initial directors serve until permanent directors are elected under
this part.

(d) Permanent directors serve staggered four-year terms.

(e) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(F) A director serves until the director's successor has qualified.
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SECTION 3.0707. COMPENSATION OF DIRECTORS. A director
is not entitled to fees of office but is entitled to reimbursement of actual expenses reasonably and
necessarily incurred while engaging in activities on behalf of the district.

SECTION 3.0708. TEMPORARY DIRECTORS. (a) The temporary
board of directors consists of five members appointed by the Commissioners Court of Kimble
County.

(b) If a temporary director fails to qualify for office, the
Commissioners Court of Kimble County shall appoint a person to fill the vacancy.

SECTION 3.0709. METHOD OF ELECTING DIRECTORS:
SINGLE-MEMBER DISTRICTS. (a) The temporary directors shall draw five numbered,
single-member districts for electing directors.

(b) For the conduct of an election under the following two sections of
this part, the board shall provide for one director to be elected from each of the single-member
districts. A director elected from a single-member district represents the residents of that
single-member district.

(c) To be qualified to be a candidate for or to serve as director, a
person must be a registered voter in the single-member district that the person represents or seeks
to represent.

(d) The initial or permanent directors may revise the districts as
necessary or appropriate. The board of directors shall revise each single-member district after
each federal decennial census to reflect population changes. At the first election after the
single-member districts are revised, a new director shall be elected from each district. The
directors shall draw lots to determine which two directors serve two-year terms and which three

directors serve four-year terms.
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SECTION 3.0710. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm
establishment of the district and to elect initial directors.

(b) At the confirmation and initial directors election, the temporary
board of directors shall have placed on the ballot the name of any candidate filing for an initial
director's position and blank spaces to write in the names of other persons. A temporary director
who is qualified to be a candidate under the preceding section of this part may file for an initial
director's position.

(c) Section 41.001(a), Election Code, does not apply to a
confirmation and initial directors election held as provided by this section.

(d) Except as provided by this section, a confirmation and initial
directors election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the
Election Code.

SECTION 3.0711. ELECTION OF DIRECTORS. (a) On the first
Saturday in May of the first even-numbered year after the year in which the district is authorized
to be created at a confirmation election, an election shall be held in the district for the election of
three directors to serve four-year terms and two directors to serve two-year terms.

(b) On the first Saturday in May of each subsequent second year
following the election, the appropriate number of directors shall be elected.

SECTION 3.0712. TAX RATE. The district may not levy a tax to
pay any part of bonds or notes issued by the district that exceeds 20 cents on each $100 of
assessed valuation.

SECTION 3.0713. EFFECTIVE DATE; EXPIRATION DATE.

(@) This part takes effect September 1, 2001.
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(b) If the creation of the district is not confirmed at a confirmation
election held under this part before September 1, 2003, this part expires on that date.
PART 8. RED SANDS GROUNDWATER CONSERVATION DISTRICT
SECTION 3.0801. RATIFICATION OF CREATION. The creation
of the Red Sands Groundwater Conservation District in Hidalgo County by Chapter 1331, Acts
of the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a) of that
chapter, subject to approval at a confirmation election under Section 3.0808 of this part.
SECTION 3.0802. DEFINITION. In this part, "district” means the
Red Sands Groundwater Conservation District.
SECTION 3.0803. BOUNDARIES. The district includes all of the
territory contained in the following described area:
A 19,232 acre tract more or less out of San Salvador Del Tule Grant as recorded in VVolume 10,
Page 58 of the Hidalgo County, Texas map records and out of the Santa Anita Grant as recorded
in Volume 7, Page 38 of the Hidalgo County, Texas map records.
Commencing at the Southeast Corner of this here in described boundary tract, said point being
the intersection of the centerline of U.S. Highway 281 and the centerline of Farm to Market Road
number 490 (F.M. 490) (West Hargill Road) as shown in the map of San Salvador Del Tule
Grant as recorded in Volume 10, Page 58 of the Hidalgo County map records. Said point is also
the point of beginning.
Thence, Westerly along the center line of the F.M. 490, an approximate distance of 18,400 feet
to a point on the West line of San Salvador Del Tule Grant, said point also being the intersection
of the centerline of F.M. 490 and the West line of the San Salvador Del Tule Grant,
Thence, Northerly along the West line of the San Salvador Del Tule Grant and the East line of

the Santa Anita Grant at an approximate distance of 21,300 feet to a point, said point being an
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inside corner of this herein described tract, and also being the Southeast corner of Redland
Vineyards Subdivision as recorded in Volume 4, Page 51 of the Hidalgo County map records,
Thence, Westerly along the South line of the Redland Vineyards Subdivision, an approximate
distance of 4,238 feet to a point, said point being an outside corner of this herein described tract,
said point also being the Southwest corner of the Redland Vineyard Subdivision,

Thence, Northerly with the West line of Redland Vineyards Subdivision, at approximately
4,590.50 feet past a point, said point being the Northwest corner of Redland Vineyard
Subdivision, and the Southwest corner of Delbridge Subdivision as recorded in Volume 5, Page
11, Hidalgo County map records, and continuing Northerly along the West line of Delbridge
Subdivision for an approximate total distance of 6,646 feet to a point, said point being an inside
corner of this herein described tract, and also being the Northwest corner of Delbridge
Subdivision,

Thence, Westerly along the South line of a 196.37 acres tract, known as the A.B. De Kock Tract,
an approximate distance of 3,500 feet past the Southeast corner of share 4, out of the 8,374.70
acre tract partition out of the Santa Anita Grant as recorded in Volume 7, Page 38, in the Hidalgo
County map records and continuing Westerly for an approximate total distance of 6,500 feet to a
point, said point being an outside corner of this herein described tract and also being the
Southwest corner of share 4,

Thence, Northerly along the West line of share 4, an approximate total distance of 19,143 feet to
a point, said point being the Northwest corner of this herein described tracts and, the intersection
of the West line of share 4 and the centerline of Farm to Market Road number 1017, (F.M. 1017)
Thence, in a Southeasterly direction, with the Right-of-Way centerline of Farm to Market Road
number 1017 (F.M. 1017) an approximate total distance of 27,800 feet to a point, said point

being the Northeast corner of this herein described tract, and also being the intersection of the
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centerline of F.M. 1017 Right-of-Way and the center line of the U.S. Highway 281
Right-Of-Way,

Thence, in a Southerly direction, with the centerline of U.S. Highway 281 Right-Of-Way, an
approximate distance of 7,500 feet past Floral Road, and at approximate 21,700 feet past Red
Gate Road and at approximate 29,700 feet past Laguna Seca Road and for an approximate total
distance of 39,300 feet to the point of beginning of this here in described tract, said tract contains
19,232 Acres, More or Less.

SECTION 3.0804. FINDINGS RELATIVE TO BOUNDARIES.
The legislature finds that the boundaries and field notes of the district form a closure. A mistake
in the field notes or in the copying of the field notes in the legislative process does not affect the
organization, existence, or validity of the district, the right of the district to levy and collect
taxes, or the legality or operation of the district or its governing body.

SECTION 3.0805. GENERAL POWERS. (a) Except as provided by
this part, the district has all of the rights, powers, privileges, authority, functions, and duties
provided by the general law of the state, including Chapter 36, Water Code, applicable to
groundwater conservation districts created under Section 59, Article XVI, Texas Constitution.
This part prevails over any provision of general law, including Chapter 36, Water Code, or
Chapter 1331, Acts of the 76th Legislature, Regular Session, 1999, that is in conflict or
inconsistent with this part.

(b) The rights, powers, privileges, authority, functions, and duties of
the district are subject to the continuing right of supervision of the state, to be exercised by and
through the Texas Natural Resource Conservation Commission.

SECTION 3.0806. BOARD OF DIRECTORS. (a) The district is

governed by a board of five directors, each elected at large to one of five numbered places.
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(b) To be eligible to serve as a director, an individual must reside in
the district.

(c) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(d) Permanent directors serve staggered three-year terms.

(e) A director serves until the director's successor has qualified.

(F) A vacancy in the office of director shall be filled by appointment
of the board of directors until the next election of directors, at which election a person shall be
elected to fill the position. If the position is not scheduled to be filled at the election, the person
elected to fill the position serves only the remainder of the unexpired term.

(9) An appointed director who is qualified to serve as a director under
Subsection (b) of this section is eligible to run for election to the board of directors.

SECTION 3.0807. TEMPORARY DIRECTORS. (a) The temporary
board of directors is composed of:

(1) Lucas Hinojosg;

(2) Becky Guerra;

(3) Arcadio Guerra;

(4) Elizabeth Ann Sweet; and
(5) John Cozad.

(b) The temporary directors are not required to meet the eligibility
requirements of permanent directors.

(c) Temporary directors serve until permanent directors are elected at

the confirmation election under Section 3.0808 of this part.
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SECTION 3.0808. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm
establishment of the district and to elect initial directors.

(b) At the confirmation and initial directors election, the temporary
board of directors shall have placed on the ballot the names of the candidates for each of the five
numbered positions and blank spaces to write in the names of other persons. Names on the ballot
may include persons serving as temporary directors who intend to run for an initial director
position together with the name of any candidate filing for an initial director position.

(c) If amajority of the votes cast at the election are in favor of the
creation of the district, the temporary board of directors shall declare the district created. If a
majority of the votes cast at the election are against the creation of the district, the temporary
board of directors shall declare the district defeated. The temporary board of directors shall file a
copy of the election results with the Texas Natural Resource Conservation Commission.

(d) If a majority of the votes cast at the election are against the
creation of the district, the temporary board of directors may not call another election under this
section before the first anniversary of the date of the election

(e) If the creation of the district is confirmed at the election, the
temporary board of directors, at the time the vote is canvassed, shall:

(1) declare the qualified person who receives the most votes
for each position to be elected as the initial director for that position; and

(2) include the results of the initial directors election in the
district's election report to the Texas Natural Resource Conservation Commission.

(f) The initial directors shall draw lots to determine their terms so

that;
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(1) one director serves a one-year term that expires on the
anniversary of the date the initial directors were elected;
(2) two directors serve two-year terms that expire on the
anniversary of the date the initial directors were elected; and
(3) two directors serve three-year terms that expire on the
anniversary of the date the initial directors were elected.
(9) Section 41.001(a), Election Code, does not apply to a
confirmation and initial directors election held as provided by this section.
(h) Except as provided by this section, a confirmation election must
be conducted as provided by Sections 36.017(b)-(h), Water Code, and the Election Code.
SECTION 3.0809. ELECTION OF PERMANENT DIRECTORS.
Beginning in the first year after the year in which the district is authorized to be created at a
confirmation election, the board of directors shall call an election to be held in the district on the
first Saturday of the month in which the initial directors were elected under Section 3.0808 of
this part and every year after that date to elect the appropriate number of directors to the board.
SECTION 3.0810. ELIGIBLE DISTRICT VOTERS. Any person
qualified to vote under the Election Code who resides in the district is eligible to vote in district
elections.
SECTION 3.0811. TAXATION AUTHORITY. (a) The board of
directors shall impose taxes in accordance with Subchapter G, Chapter 36, Water Code.
(b) Notwithstanding Section 36.201, Water Code, the board of
directors may annually impose an ad valorem tax at a rate not to exceed two cents on each $100
of assessed valuation unless a higher rate is approved by a majority of the voters of the district

voting at an election called and held for that purpose.
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SECTION 3.0812. TRANSPORTATION OF GROUNDWATER.
(@) The board of directors may adopt rules under Section 36.122, Water Code, requiring a permit
to transport district groundwater outside the district. The board of directors shall authorize the
transportation of groundwater for use outside the district if the board determines that the use is in
the public interest. The board of directors may:
(1) designate uses of water that are in the public interest; and
(2) establish criteria for permits issued under the rules.

(b) Transportation projects for the use of groundwater outside the
district that began before September 1, 2001, may continue without a permit if the use of
groundwater is on land contiguous to the district's boundaries and is for domestic or livestock
purposes.

SECTION 3.0813. EXPIRATION. If the creation of the district is
not confirmed at a confirmation election held under Section 3.0808 of this part before September
1, 2003, this part expires on that date.

PART 9. REFUGIO GROUNDWATER CONSERVATION DISTRICT

SECTION 3.0901. RATIFICATION OF CREATION. The creation
of the Refugio Groundwater Conservation District in Refugio County by Chapter 1331, Acts of
the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a) of that
chapter, subject to approval at a confirmation election under Section 3.0907 of this part.

SECTION 3.0902. DEFINITION. In this part, "district" means the
Refugio Groundwater Conservation District.

SECTION 3.0903. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Refugio County.

SECTION 3.0904. GENERAL POWERS. The district has all of the

rights, powers, privileges, authority, functions, and duties provided by the general law of this
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state, including Chapter 36, Water Code, applicable to groundwater conservation districts created
under Section 59, Article XVI, Texas Constitution. This part prevails over any provision of
general law, including Chapter 36, Water Code, or Chapter 1331, Acts of the 76th Legislature,
Regular Session, 1999, that is in conflict or inconsistent with this part.

SECTION 3.0905. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors serve until initial directors are elected under
Section 3.0907 of this part.

(c) Initial directors serve until permanent directors are elected under
Section 3.0908 of this part.

(d) Permanent directors serve staggered four-year terms.

(e) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(f) A director serves until the director's successor has qualified.

(9) If adirector fails to qualify for office or if there is at any time a
vacancy on the temporary board of directors, the commissioners court shall appoint a person to
fill the vacancy.

SECTION 3.0906. METHOD OF ELECTING DIRECTORS:
COMMISSIONERS PRECINCTS. (a) The directors of the district shall be elected according to
the commissioners precinct method as provided by this section.

(b) One director shall be elected by the qualified voters of the entire
district, and one director shall be elected from each county commissioners precinct by the
qualified voters of that precinct.

(c) To be qualified to be a candidate for or to serve as director at

large, a person must be a registered voter in the district. To be a candidate for or to serve as
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director from a county commissioners precinct, a person must be a registered voter of that
precinct.

(d) A person shall indicate on the application for a place on the ballot:

(1) the precinct that the person seeks to represent; or
(2) that the person seeks to represent the district at large.

(e) When the boundaries of the commissioners precincts are changed,
each director in office on the effective date of the change or elected to a term of office beginning
on or after the effective date of the change serves in the precinct to which the director was
elected for the entire term to which the director was elected, even though the change in
boundaries places the person's residence outside the precinct for which the person was elected.

SECTION 3.0907. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm
establishment of the district and to elect initial directors.

(b) At the confirmation and initial directors election, the temporary
board of directors shall have placed on the ballot the name of any candidate filing for an initial
director position and blank spaces to write in the names of other persons. A temporary director
who is qualified to be a candidate under Sections 3.0905 and 3.0906 of this part may file for an
initial director position.

(c) Section 41.001(a), Election Code, does not apply to a
confirmation and initial directors election held as provided by this section.

(d) Except as provided by this section, a confirmation and initial
directors election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the
Election Code.

SECTION 3.0908. ELECTION OF DIRECTORS. (a) On the first

Saturday in May of the first even-numbered year after the year in which the district is authorized
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to be created at a confirmation election, an election shall be held in the district for the election of
three directors to serve four-year terms and two directors to serve two-year terms.

(b) On the first Saturday in May of each subsequent second year
following the election, the appropriate number of directors shall be elected.

SECTION 3.0909. EXPIRATION. If the creation of the district is
not confirmed at a confirmation election held under Section 3.0907 of this part before September
1, 2003, the district is dissolved and this part expires on that date.

PART 10. SOUTHEAST TRINITY GROUNDWATER CONSERVATION DISTRICT

SECTION 3.1001. PURPOSE. The purpose of this part is to ratify
the Southeast Trinity Groundwater Conservation District, a locally controlled groundwater
district, to protect, recharge, and prevent the waste of groundwater and to control subsidence of
water from the groundwater reservoirs.

SECTION 3.1002. RATIFICATION OF CREATION. The creation
of the Southeast Trinity Groundwater Conservation District by Chapter 1331, Acts of the 76th
Legislature, Regular Session, 1999, is ratified as required by Section 15(a) of that Act, subject to
a confirmation election under Section 3.1008 of this part.

SECTION 3.1003. DEFINITIONS. In this part:

(1) "Board" means the board of directors of the district.
(2) "Commission™ means the Texas Natural Resource
Conservation Commission.
(3) "District" means the Southeast Trinity Groundwater
Conservation District.
SECTION 3.1004. BOUNDARIES. The boundaries of the district

are as follows:
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BEGINNING at the point of intersection of the Bexar County - Comal
County - Kendall County line:

THENCE following the meanders of the Cibolo Creek, the Bexar
County - Comal County line in an Easterly direction to the point of intersection with latitude 29
40"

THENCE along 29" 40" in a Southeasterly direction to the point of
intersection with Farm to Market Road 3009:

THENCE with the centerline of Farm to Market Road 3009 in a
Southerly direction to the point of intersection with the centerline of Schoenthal Road:

THENCE with the centerline of Schoenthal Road in a Northeasterly
direction to the point of intersection with the centerline of Farm to Market Road 1863:

THENCE with the centerline of Farm to Market Road 1863 in an
Easterly direction to the point of intersection with the centerline of Mission Valley Road:

THENCE with the centerline of Mission Valley Road in a
Northeasterly direction to the point of intersection with the centerline of State Highway 46;

THENCE with the centerline of State Highway 46 in a Northwesterly
direction to the point of intersection with the centerline of Hueco Springs Loop Road:

THENCE with the centerline of Hueco Springs Loop Road in a
Northeasterly then Easterly direction to the point of intersection with the centerline of River
Road:

THENCE with the centerline of River Road in a Northeasterly
direction to the point of intersection with the Guadalupe River at the First Crossing:

THENCE following the meanders of the Guadalupe River in a
Northerly direction to the point of intersection of the centerlines of the Guadalupe River and

Deep Creek:
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[Note: the next four paragraphs coincide with the Southern boundary
of Comal County Voters Precinct 18]

THENCE along the meanders of Deep Creek in a Northeasterly
direction to the point of intersection of the centerline of Deep Creek and the South line of the G.
F. Lawrence Survey No. 33, Abstract No. 358:

THENCE with the South line of the G. F. Lawrence Survey No. 33,
Abstract No. 358 in a Northeasterly, Southeasterly, and Northeasterly direction to the point of
intersection of the South centerline of Farm to Market Road 306 being at approximately
Engineers Station 397+98.3:

THENCE with the centerline of Farm to Market Road 306 in a
Southeasterly direction to the point of intersection of the centerlines of Farm to Market Road 306
and the William Pfeuffer private ranch road:

THENCE with the approximate bearing N 69" E and approximate
distance 5,000 feet to an angle point in the Comal County - Hays County Line:

THENCE with the Comal County - Hays County line in a
Northwesterly direction to the point of intersection of the Comal County - Hays County line with
the Comal County - Blanco County line:

THENCE with the Comal County - Blanco County line in a
Southwesterly direction to the point of intersection of the Comal County - Blanco County -
Kendall County line, continuing with the Comal County - Kendall County line in a
Southwesterly direction to point of intersection of the Kendall County - Comal County - Bexar
County line being the Point of Beginning.

SECTION 3.1005. FINDINGS RELATIVE TO BOUNDARIES.
The legislature finds that the boundaries and field notes of the district form a closure. A mistake

in the field notes or in copying the field notes in the legislative process does not affect the
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organization, existence, or validity of the district, the right of the district to levy and collect
taxes, or the legality or operation of the district or its governing body.

SECTION 3.1006. AUTHORITY OF DISTRICT. (a) Except as
provided by this section or otherwise by this part, the district has the same permitting and general
management powers as those granted under Chapter 36, Water Code.

(b) The district has no regulatory jurisdiction over the Edwards
Aquifer or any surface water supply.

(c) The board by rule may impose reasonable fees, including fees for
groundwater transported out of the district, on each groundwater well in the district that is not
exempt from regulation by the district, based on the amount of water withdrawn from the well.
The fees may be assessed annually, based on the size of column pipe used in the wells, pump
capacity, or actual, authorized, or anticipated pumpage, to pay the maintenance and operating
expenses of the district's regulation of groundwater.

(d) Section 36.205(c), Water Code, does not apply to the district.

(e) The district may assess an ad valorem property tax not to exceed
seven cents per $100 valuation for administrative, operation, and maintenance expenses if
approved by a majority of the qualified voters voting in an election authorizing the tax.

(F) Any district conservation fee paid by a retail public utility to the
district shall be:

(1) collected by the retail public utility directly as a
regulatory fee from the customers of the utility and paid to the district; and
(2) shown as a separate line item on the customer's bill.
(9) Fees may not be assessed for groundwater withdrawn from the

Edwards Aquifer.
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(h) The district shall determine which classes of wells are exempt
from permitting requirements.

(i) The district may not require a permit for:

(1) the drilling of or producing from a well either drilled,
completed, or equipped so that it is capable of producing less than 10,000 gallons of water per
day; or

(2) the drilling of or alteration of the size of a well or to
restrict the production of a well if the water produced or to be produced from the well is or will
be used to supply the domestic needs of five or fewer households in which a person who is a
member of each household is either the owner of the well, a person related to the owner or to a
member of the owner's household within the second degree by consanguinity, or an employee of
the owner.

(1) The district may construct according to, implement, and maintain
best management practices in the district and may engage in and promote acceptance of best
management practices through education efforts sponsored by the district for the purposes of
water quality and water availability practices such as brush management, recharge enhancement,
water and silt detention and retention structures, plugging of abandoned wells, and other
treatment measures for the conservation of groundwater resources.

SECTION 3.1007. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors have been appointed by Comal County
Commissioners Court and shall serve until initial directors are elected under Section 3.1008 of
this part.

(c) The temporary directors are:

(1) Cal Perrine;
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(2) ErnestT. Lee;
(3) Jill Sondeen;
(4) Larry Hull; and
(5) Stovy Bowlin.

(d) Initial directors shall be elected at a confirmation election and
serve until permanent directors are elected under Section 3.1009 of this part.

(e) Permanent directors serve staggered four-year terms.

(F) The directors shall be elected from four precincts, and one director
will represent the district at large. No more than two precincts may be in a single municipality.

(9) A member of the board must reside in and be a registered voter in
the precinct from which the person is elected or appointed if representing a precinct or must
reside and be registered to vote in the district if representing the district at large.

(h) Directors may serve consecutive terms.

(i) Inan election for board members, a write-in vote may not be
counted unless the name written in appears on the list of write-in candidates. A declaration of
write-in candidacy must be filed not later than 5 p.m. of the 45th day before election day.

(1) Vacancies in the office of director are filled by appointment of the
board. If the vacant office is not scheduled for election within the next two years at the time of
the appointment, the board shall order an election for the unexpired term to be held as part of the
next regularly scheduled directors election. The appointed director's term ends on qualification
of the director elected at that election.

(k) The district may not issue bonds before September 1, 2004.

SECTION 3.1008. CONFIRMATION ELECTION AND
ELECTION OF INITIAL DIRECTORS. (a) As soon as practicable after September 1, 2001,

the temporary board of directors may set the date for, call, and hold an election:
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(1) to confirm establishment of the district;

(2) to elect five initial directors; and

(3) to authorize the district to impose a tax.

(b) The election may be held on the first authorized election date after
the United States Department of Justice has precleared this part. The district shall contract with
the county clerk of Comal County to conduct the election.

(c) The elected initial directors shall draw lots to determine their
terms so that:

(1) two of the initial directors serve two-year terms that
expire on the uniform election date in November of the second year after the date the initial
directors were elected; and

(2) the remaining three initial directors serve four-year terms
that expire on the uniform election date in November of the fourth year after the year in which
the initial directors were elected.

(d) Section 41.001(a), Election Code, does not apply to a
confirmation and directors election held as provided by this section.

(e) Except as provided by this section, a confirmation and directors
election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the Election
Code.

(f) The Comal County Commissioners Court shall pay the expenses
of conducting the confirmation and initial directors election, subject to reimbursement from the
district if the establishment of the district is confirmed or from available revenues, including
funds allocated under Section 36.160, Water Code, if the establishment of the district is defeated.

(9) If the district is defeated, the temporary directors may call and

hold subsequent elections to confirm establishment of the district. A subsequent election may
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not be held earlier than the first anniversary of the date on which the previous election was held.
If the district has not been confirmed at an election held under this section before the fourth
anniversary of the effective date of this part, the district is dissolved on that date, except that any
debts incurred shall be paid and the organization of the district shall be maintained until all debts
are paid.

SECTION 3.1009. ELECTION OF PERMANENT DIRECTORS.
(@ On the uniform election date in November of the second year after the year in which initial
directors are elected, an election shall be held in the district to elect two permanent directors for
the positions of the two initial directors serving two-year terms.

(b) On the uniform election date in November of each subsequent
second year following the election held under Subsection (a) of this section, an election shall be
held to elect the appropriate number of permanent directors to the board.

SECTION 3.1010. COORDINATION WITH OTHER DISTRICTS.
The district may coordinate activities with other groundwater districts that regulate the Trinity
Aquifer for the purposes of conjunctively managing the common resource.

SECTION 3.1011. MODIFICATION OF DISTRICT. The district
may be modified only under Subchapter J, Chapter 36, Water Code, and by subsequent acts of
the legislature.

SECTION 3.1012. STATUTORY INTERPRETATION. Except as
otherwise provided by this part, if there is a conflict between this part and Chapter 36, Water
Code, or Chapter 1331, Acts of the 76th Legislature, Regular Session, 1999, this part controls.

PART 11. TEXANA GROUNDWATER CONSERVATION DISTRICT

SECTION 3.1101. RATIFICATION OF CREATION. The creation

of the Texana Groundwater Conservation District in Jackson County by Chapter 1331, Acts of

{00185659}



the 76th Legislature, Regular Session, 1999, is ratified as required by Section 15(a) of that
chapter, subject to approval at a confirmation election under Section 3.1107 of this part.

SECTION 3.1102. DEFINITION. In this part, "district" means the
Texana Groundwater Conservation District.

SECTION 3.1103. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Jackson County.

SECTION 3.1104. GENERAL POWERS. The district has all of the
rights, powers, privileges, authority, functions, and duties provided by the general law of the
state, including Chapter 36, Water Code, applicable to groundwater conservation districts created
under Section 59, Article XV1, Texas Constitution. This part prevails over any provision of
general law, including Chapter 36, Water Code, or Chapter 1331, Acts of the 76th Legislature,
Regular Session, 1999, that is in conflict or inconsistent with this part.

SECTION 3.1105. BOARD OF DIRECTORS. (a) The district is
governed by a board of seven directors.

(b) Temporary directors serve until initial directors are elected under
Section 3.1107 of this part.

(c) Initial directors serve until permanent directors are elected under
Section 3.1108 of this part.

(d) Permanent directors serve staggered four-year terms.

(e) Each director must qualify to serve as director in the manner
provided by Section 36.055, Water Code.

(f) A director serves until the director's successor has qualified.

(9) If there is a vacancy on the board, the remaining directors shall

appoint a director to serve the remainder of the term.
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(h) A director may not receive a salary or other compensation for
service as a director but may be reimbursed for actual expenses of attending meetings at the rate
in effect for employees of Jackson County.

SECTION 3.1106. METHOD OF ELECTING DIRECTORS:
COMMISSIONERS PRECINCTS. (a) The directors of the district shall be elected according to
the commissioners precinct method as provided by this section.

(b) Three directors shall be elected by the qualified voters of the
entire district, and one director shall be elected from each county commissioners precinct by the
qualified voters of that precinct.

(c) To be qualified to be a candidate for or to serve as a director at
large, a person must be a registered voter in the district. To be a candidate for or to serve as
director from a county commissioners precinct, a person must be a registered voter of that
precinct.

(d) A person shall indicate on the application for a place on the ballot:

(1) the precinct that the person seeks to represent; or
(2) that the person seeks to represent the district at large.

(e) When the boundaries of the commissioners precincts are changed,
each director in office on the effective date of the change or elected to a term of office beginning
on or after the effective date of the change serves in the precinct to which the director was
elected for the entire term to which the director was elected, even though the change in
boundaries places the person's residence outside the precinct for which the person was elected.

SECTION 3.1107. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm

establishment of the district and to elect initial directors.
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(b) At the confirmation and initial directors election, the temporary
board of directors shall have placed on the ballot the name of any candidate filing for an initial
director position and blank spaces to write in the names of other persons. A temporary director
who is qualified to be a candidate under Sections 3.1105 and 3.1106 of this part may file for an
initial director position.

(c) Section 41.001(a), Election Code, does not apply to a
confirmation and initial directors election held as provided by this section.

(d) Except as provided by this section, a confirmation and initial
directors election must be conducted as provided by Sections 36.017(b)-(h), Water Code, and the
Election Code.

(e) If the majority of the votes cast at an election held under this
section is against the confirmation of the district, the temporary directors may not call another
election under this section before the first anniversary of that election.

SECTION 3.1108. ELECTION OF DIRECTORS. (a) On the first
Saturday in May of the first even-numbered year after the year in which the district is authorized
to be created at a confirmation election, an election shall be held in the district for the election of
two directors at large and two directors representing precincts to serve four-year terms and one
director at large and two directors representing precincts to serve two-year terms.

(b) On the first Saturday in May of each subsequent second year
following the election, the appropriate number of directors shall be elected.

SECTION 3.1109. LIMITATION ON TAXATION. The district may
not levy or collect an ad valorem tax at a rate that exceeds two cents on each $100 valuation of
taxable property in the district.

SECTION 3.1110. CONTRACTS WITH GOVERNMENT

ENTITIES. (a) The district may contract with other government entities.
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(b) The district may contract with other governmental entities,
including river authorities located in the district, for the performance of any or all district
functions. A river authority with which the district contracts under this section may perform
district functions as provided by the contract.

PART 12. TRI-COUNTY GROUNDWATER CONSERVATION DISTRICT

SECTION 3.1201. RATIFICATION OF CREATION. The creation
of the Tri-County Groundwater Conservation District in Foard, Hardeman, and Wilbarger
counties by Chapter 1331, Acts of the 76th Legislature, Regular Session, 1999, is ratified as
required by Section 15(a) of that chapter, subject to approval at a confirmation election under
Section 3.1207 of this part.

SECTION 3.1202. DEFINITION. In this part, "district" means the
Tri-County Groundwater Conservation District.

SECTION 3.1203. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Foard, Hardeman, and Wilbarger counties.

SECTION 3.1204. GENERAL POWERS. The district has all of the
rights, powers, privileges, authority, functions, and duties provided by the general law of the
state, including Chapter 36, Water Code, applicable to groundwater conservation districts created
under Section 59, Article XV1, Texas Constitution. This part prevails over any provision of
general law, including Chapter 36, Water Code, or Chapter 1331, Acts of the 76th Legislature,
Regular Session, 1999, that is in conflict or inconsistent with this part.

SECTION 3.1205. BOARD OF DIRECTORS. (a) The district is
governed by a board of six directors. Two directors are appointed by the commissioners court of
each county in the district.

(b) Each director must qualify to serve as director in the manner

provided by Section 36.055, Water Code.
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(c) Directors other than initial directors serve staggered four-year
terms.
(d) A director serves until the director's successor has qualified.
(e) If there is a vacancy on the board, the appropriate commissioners
court shall appoint a director to serve the remainder of the term.
(f) The appropriate commissioners court shall appoint a director to
succeed a director on or before the date the director's term expires.
(g) A director may not receive a salary or other compensation for
service as a director but may be reimbursed for actual expenses of attending meetings.
SECTION 3.1206. APPOINTMENT AND TERMS OF INITIAL
DIRECTORS. (a) As soon as practicable after September 1, 2001, the commissioners courts of
Foard, Hardeman, and Wilbarger counties shall each appoint two initial directors.
(b) The initial directors serve terms as follows:
(1) the two initial directors appointed by the Foard County
Commissioners Court serve terms expiring February 1, 2002;
(2) the two initial directors appointed by the Hardeman
County Commissioners Court serve terms expiring February 1, 2004; and
(3) the two initial directors appointed by the Wilbarger
County Commissioners Court serve terms expiring February 1, 2006.
SECTION 3.1207. CONFIRMATION ELECTION. (a) The board
of directors shall call and hold an election to confirm the establishment of the district.
(b) Section 41.001(a), Election Code, does not apply to a
confirmation election held as provided by this section.
(c) Except as provided by this section, a confirmation election must

be conducted as provided by Sections 36.017(b)-(h), Water Code, and the Election Code.
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SECTION 3.1208. TAXING AUTHORITY. The district may levy
and collect an ad valorem tax in the district at a rate not to exceed one cent on each $100 of
assessed valuation.

SECTION 3.1209. EXPIRATION. If the creation of the district is
not confirmed at a confirmation election held under Section 3.1207 of this part before September
1, 2003, the district is dissolved and this part expires on that date.

PART 13. BRAZOS VALLEY GROUNDWATER CONSERVATION DISTRICT

SECTION 3.1301. RATIFICATION OF CREATION. The creation
by Chapter 1331, Acts of the 76th Legislature, Regular Session, 1999, of the Brazos Valley
Groundwater Conservation District in Robertson and Brazos counties is ratified as required by
Section 15(a) of that Act, subject to approval at a confirmation election under Section 3.1312 of
this part.

SECTION 3.1302. DEFINITION. In this part, "district" means the
Brazos Valley Groundwater Conservation District.

SECTION 3.1303. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Robertson and Brazos counties, Texas.

SECTION 3.1304. GENERAL POWERS. (a) Except as otherwise
provided by this part, the district has all of the rights, powers, privileges, authority, functions,
and duties provided by the general law of this state, including Chapter 36, Water Code,
applicable to groundwater conservation districts created under Section 59, Article XVI, Texas
Constitution. This part prevails over any provision of general law that is in conflict or
inconsistent with this part, including any provision of Chapter 36, Water Code, or Chapter 1331,
Acts of the 76th Legislature, Regular Session, 1999.

(b) The district does not have the authority granted by the following

provisions of Chapter 36, Water Code:
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(1) Section 36.105, relating to eminent domain; and
(2) Sections 36.020 and 36.201-36.204, relating to taxes.

SECTION 3.1305. BONDS. The district may issue bonds and notes
under Sections 36.171-36.181, Water Code, not to exceed $500,000 of total indebtedness at any
time.

SECTION 3.1306. FEES. (a) The board of directors of the district
by rule may impose reasonable fees on each well for which a permit is issued by the district and
which is not exempt from regulation by the district. A fee may be based on the size of column
pipe used by the well or on the actual, authorized, or anticipated amount of water to be
withdrawn from the well.

(b) The initial fee shall be based on the amount of water to be
withdrawn from the well. The initial fee:

(1) may not exceed:
(A) $0.25 per acre-foot for water used for irrigating
agricultural crops or operating existing steam electric stations; or
(B) $0.0425 per thousand gallons for water used for
any other purpose; and
(2) may be increased at a cumulative rate not to exceed three
percent per year.

(c¢) In addition to the fee authorized under Subsection (b) of this
section, the district may impose a reasonable fee or surcharge for an export fee using one of the
following methods:

(1) afee negotiated between the district and the transporter;

or
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(2) acombined production and export fee not to exceed 17
cents per thousand gallons for water used.

SECTION 3.1307. GROUNDWATER WELLS UNDER
JURISDICTION OF RAILROAD COMMISSION. (a) Groundwater wells drilled or operated
within the district under permits issued by the Railroad Commission of Texas are under the
exclusive jurisdiction of the railroad commission and are exempt from regulation by the district.

(b) Groundwater produced in an amount authorized by a railroad
commission permit may be used within or exported from the district without obtaining a permit
from the district.

(c) To the extent groundwater production exceeds railroad
commission authorization, the holder of the railroad commission permit must apply to the district
for appropriate permits for the excess production and is subject to the applicable regulatory fees.

(d) Groundwater produced from wells under the jurisdiction of the
railroad commission is generally exempt from water district fees. However, the district may
impose either a pumping fee or an export fee on groundwater produced from an otherwise
exempt mine well that is used for municipal purposes or by a public utility. Any fee imposed by
the district under this subsection may not exceed the fee imposed on other groundwater
producers in the district.

SECTION 3.1308. REGIONAL COOPERATION. (a) To provide
for regional continuity, the district shall:

(1) participate in a regular annual coordination meeting with
other groundwater districts in its designated management area and may hold coordination

meetings at other times as needed;
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(2) coordinate the collection of data with other groundwater
districts in its designated management area in such a way as to achieve relative uniformity of
data type and quality;

(3) coordinate efforts to monitor water quality with other
groundwater districts in its designated management area, local governments, and state agencies;

(4) provide groundwater level data to other groundwater
districts in its designated management area;

(5) investigate any groundwater and aquifer pollution with
the intention of locating its source;

(6) notify other groundwater districts in its designated
management area and all appropriate agencies of any detected groundwater pollution;

(7) annually provide to other groundwater districts in its
designated management area an inventory of water wells and an estimate of groundwater
production within the district; and

(8) include other groundwater districts in its designated
management area on the mailing lists for district newsletters, seminars, public education events,
news articles, and field days.

(b) The district shall prepare a comprehensive management plan as
required by Section 36.1071, Water Code, covering that district's respective territory. On
completion and certification of the plan as required by Section 36.1072, Water Code, the district
shall forward a copy of the new or revised management plan to the other districts in its
designated management area. The district shall consider the management plans individually and
shall compare them to other management plans in the designated management area.

(1) The district shall, by resolution, call for joint planning

with the other districts in the designated management area to review and coordinate the
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management plans and accomplishments for the designated management area. In reviewing and
coordinating the management plans, the boards shall consider:

(A) the goals of each management plan and its
impact on planning throughout the management area;

(B) the groundwater management standards of each
district describing the desired condition of the groundwater source over time as indicated by
indices of quantity of water in the source, quality of water produced from the source,
springflows, or subsidence of the land surface;

(C) the groundwater withdrawal rates adopted by
each district and the effectiveness of those rates in achieving the groundwater management
standard of the district;

(D) the effectiveness of the measures established by
each management plan for conserving and protecting groundwater and preventing waste, and the
effectiveness of these measures in the management area generally; and

(E) any other matters that the boards consider
relevant to the protection and conservation of groundwater and the prevention of waste in the
management area.

(2) In the management plan the district may establish and
coordinate with the other districts within the designated management area an annual total
groundwater withdrawal limit and equitable allocation as determined from an evaluation of the
overall scientific data of the groundwater resources in the region, including the Texas Water
Development Board's groundwater availability model. The determination of sustainable
groundwater withdrawal shall be reviewed at least every five years.

(3) Each district participating in the joint planning process

initiated under this subsection shall ensure that the groundwater management standards adopted

{00185659}



by the district are adequate to protect the groundwater within the area of each district and are not
incompatible with the groundwater management standards adopted by the other districts in the
management area.

(4) If a joint meeting of the boards of directors is called, the
meeting must be held in accordance with Chapter 551, Government Code. Notice of the meeting
shall be given in accordance with the requirements for notice of district board of directors
meetings under that chapter. In addition, notice of the meeting shall be published not later than
the 30th day before the date of the scheduled meeting in a newspaper with general circulation in
each county in the management area.

(5) A district in the management area may file with good
cause a petition with the Texas Natural Resource Conservation Commission requesting an
inquiry if the petitioner district adopted a resolution calling for joint planning and the other
district or districts refused to join in the planning process or the process failed to result in
adequate planning, and the petition provides evidence that:

(A) another district in the management area has
failed to adopt rules;

(B) the groundwater in the management area is not
adequately protected by the rules adopted by another district; or

(C) the groundwater in the management area is not
adequately protected due to the failure of another district to enforce substantial compliance with
its rules.

(6) The district may contract to jointly conduct studies or
research, or to construct projects, under terms and conditions that the districts consider beneficial
with districts located within the same management area or in adjacent management areas. These

joint efforts may include studies of groundwater availability and quality, aquifer modeling, and
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the interaction of groundwater and surface water; educational programs; the purchase and
sharing of equipment; and the implementation of projects to make groundwater available,
including aquifer recharge, brush control, weather modification, desalination, regionalization,
and treatment or conveyance facilities. The districts may contract under their existing
authorizations including those of Chapter 791, Government Code, if their contracting authority is
not limited by Sections 791.011(c)(2) and (d)(3) and Section 791.014, Government Code.

(c) The district shall determine biennially, using the overall available
scientific data of groundwater resources in the Central Carrizo-Wilcox area, whether pumping
within the district or an adjacent district is unreasonably affecting groundwater wells. The
district, in agreement with other districts within the designated management area, may adopt
mitigation measures in response to such unreasonable adverse effects only if the measures are
based on a scientific determination made.

(d) The district may assist in the mediation between landowners
regarding the mitigation of the loss of existing groundwater supply of exempt domestic and
livestock users due to the groundwater pumping of others in adjoining districts.

SECTION 3.1309. BOARD OF DIRECTORS. (a) The district is
governed by a board of eight directors.

(b) Initial directors serve until permanent directors are appointed
under Section 3.1310 of this part and qualified as required by Subsection (d) of this section.

(c) Permanent directors serve four-year staggered terms.

(d) Each director must qualify to serve as a director in the manner
provided by Section 36.055, Water Code.

(e) A director serves until the director's successor has qualified.

(f) A director may serve consecutive terms.
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(g) If there is a vacancy on the board, the governing body of the
entity that appointed the director who vacated the office shall appoint a director to serve the
remainder of the term.

(h) Directors are not entitled to receive compensation for serving as a
director but may be reimbursed for actual, reasonable expenses incurred in the discharge of
official duties.

(i) A majority vote of a quorum is required for board action. If there
is a tie vote, the proposed action fails.

SECTION 3.1310. APPOINTMENT OF DIRECTORS. (a) The
Robertson County Commissioners Court shall appoint four directors, of whom:

(1) one must represent municipal interests in the county;

(2) one must represent agricultural interests in the county;

(3) one must represent rural water suppliers' interests in the
county; and

(4) one must represent industrial interests in the county.

(b) The Brazos County Commissioners Court shall appoint two
directors, of whom:

(1) one must represent rural water suppliers' interests in the
county; and
(2) one must represent agricultural interests in the county.

(c) The governing body of the City of Bryan, with the approval of the
Brazos County Commissioners Court, shall appoint one director.

(d) The governing body of the City of College Station, with the

approval of the Brazos County Commissioners Court, shall appoint one director.
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(e) Each of the governing bodies authorized by this section to make
an appointment shall appoint the appropriate number of initial directors as soon as practicable
following the effective date of this Act, but not later than the 45th day after the effective date of
this Act.

(f) The four initial directors from Robertson County shall draw lots to
determine their terms. Two initial directors from Robertson County and the two initial directors
from Brazos County serve terms that expire on January 1 of the second year following the
confirmation of the district at an election held under Section 3.1312 of this part. The remaining
four initial directors serve terms that expire on January 1 of the fourth year following the
confirmation of the district. On January 1 of the second year following confirmation of the
district and every two years after that date, the appropriate governing body shall appoint the
appropriate number of permanent directors.

SECTION 3.1311. ORGANIZATIONAL MEETING. As soon as
practicable after all the initial directors have been appointed and have qualified as provided in
this part, a majority of the directors shall convene the organizational meeting of the district at a
location within the district agreeable to a majority of the directors. If no location can be agreed
on, the organizational meeting of the directors shall be at the Robertson County Courthouse.

SECTION 3.1312. CONFIRMATION ELECTION. (a) The initial
board of directors shall call and hold an election on the same date in each county within the
district to confirm the creation of the district.

(b) Except as provided by this section, a confirmation election must
be conducted as provided by Sections 36.017, 36.018, and 36.019, Water Code, and Section
41.001, Election Code.

(c) Confirmation of the district requires a vote in favor of

confirmation by a majority of the qualified voters voting in the election.
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(d) The district is dissolved and this part expires on August 31, 2003,
unless the voters confirm the creation of the district before that date.

PART 14. POST OAK SAVANNAH GROUNDWATER CONSERVATION DISTRICT

SECTION 3.1401. CREATION. (a) A groundwater conservation
district, to be known as the Post Oak Savannah Groundwater Conservation District, is created in
Milam and Burleson counties, subject to approval at a confirmation election under Section
3.1412 of this part. The district is a governmental agency and a body politic and corporate.

(b) The district is created under and is essential to accomplish the
purposes of Section 59, Article XVI, Texas Constitution.

SECTION 3.1402. DEFINITION. In this part, "district” means the
Post Oak Savannah Groundwater Conservation District.

SECTION 3.1403. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Milam and Burleson counties.

SECTION 3.1404. FINDING OF BENEFIT. All of the land and
other property included within the boundaries of the district will be benefited by the works and
projects that are to be accomplished by the district under powers conferred by Section 59, Article
XVI, Texas Constitution. The district is created to serve a public use and benefit.

SECTION 3.1405. GENERAL POWERS. (a) Except as otherwise
provided by this part, the district has all of the rights, powers, privileges, authority, functions,
and duties provided by the general law of this state, including Chapter 36, Water Code,
applicable to groundwater conservation districts created under Section 59, Article XVI, Texas
Constitution. This part prevails over any provision of general law that is in conflict or
inconsistent with this part, including any provision of Chapter 36, Water Code.

(b) The district does not have the authority granted by the following

provisions of Chapter 36, Water Code:
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(1) Section 36.105, relating to eminent domain; and
(2) Sections 36.020 and 36.201-36.204, relating to taxes.

SECTION 3.1406. FEES. (a) The board of directors of the district
by rule may impose reasonable fees on each well for which a permit is issued by the district and
which is not exempt from regulation by the district. A fee may be based on the size of column
pipe used by the well or on the actual, authorized, or anticipated amount of water to be
withdrawn from the well.

(b) Fees may not exceed:

(1) one dollar per acre-foot for water used for irrigating
agricultural crops; or

(2) 17 cents per thousand gallons for water used for any
other purpose.

(c) In addition to the fee authorized under Subsection (b) of this
section, the district may impose a reasonable fee or surcharge for an export fee using one of the
following methods:

(1) afee negotiated between the district and the transporter;
or

(2) acombined production and export fee not to exceed 17
cents per thousand gallons for water used.

SECTION 3.1407. GROUNDWATER WELLS UNDER
JURISDICTION OF RAILROAD COMMISSION. (a) Groundwater wells drilled or operated
within the district under permits issued by the Railroad Commission of Texas are under the

exclusive jurisdiction of the railroad commission and are exempt from regulation by the district.
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(b) Groundwater produced in an amount authorized by a Railroad
Commission of Texas permit may be used within or exported from the district without obtaining
a permit from the district.

(c) To the extent groundwater production exceeds Railroad
Commission of Texas authorization, the holder of the railroad commission permit must apply to
the district for appropriate permits for the excess production and is subject to the applicable
regulatory fees.

(d) Groundwater produced from wells under the jurisdiction of the
Railroad Commission of Texas is generally exempt from water district fees. However, the
district may impose either a pumping fee or an export fee on groundwater produced from an
otherwise exempt mine well that is used for municipal purposes or by a public utility. Any fee
imposed by the district under this subsection may not exceed the fee imposed on other
groundwater producers in the district.

SECTION 3.1408. REGIONAL COOPERATION. (a) To provide
for regional continuity, the district shall:

(1) participate in a regular annual coordination meeting with
other groundwater districts in its designated management area and may hold coordination
meetings at other times as needed,

(2) coordinate the collection of data with other groundwater
districts in its designated management area in such a way as to achieve relative uniformity of
data type and quality;

(3) coordinate efforts to monitor water quality with other
groundwater districts in its designated management area, local governments, and state agencies;

(4) provide groundwater level data to other groundwater

districts in its designated management area;
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(5) investigate any groundwater and aquifer pollution with
the intention of locating its source;

(6) notify other groundwater districts in its designated
management area and all appropriate agencies of any detected groundwater pollution;

(7) annually provide to other groundwater districts in its
designated management area an inventory of water wells and an estimate of groundwater
production within the district; and

(8) include other groundwater districts in its designated
management area on the mailing lists for district newsletters, seminars, public education events,
news articles, and field days.

(b) The district shall prepare a comprehensive management plan as
required by Section 36.1071, Water Code, covering that district's respective territory. On
completion and certification of the plan as required by Section 36.1072, Water Code, the district
shall forward a copy of the new or revised management plan to the other districts in its
designated management area. The district shall consider the management plans individually and
shall compare them to other management plans in the designated management area.

(1) The district shall, by resolution, call for joint planning
with the other districts in the designated management area to review and coordinate the
management plans and accomplishments for the designated management area. In reviewing and
coordinating the management plans, the boards shall consider:

(A) the goals of each management plan and its
impact on planning throughout the management area;
(B) the groundwater management standards of each

district describing the desired condition of the groundwater source over time as indicated by
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indices of quantity of water in the source, quality of water produced from the source,
springflows, or subsidence of the land surface;

(C) the groundwater withdrawal rates adopted by
each district and the effectiveness of those rates in achieving the groundwater management
standard of the district;

(D) the effectiveness of the measures established by
each management plan for conserving and protecting groundwater and preventing waste, and the
effectiveness of these measures in the management area generally; and

(E) any other matters that the boards consider
relevant to the protection and conservation of groundwater and the prevention of waste in the
management area.

(2) In the management plan the district may establish and
coordinate with the other districts within the designated management area an annual total
groundwater withdrawal limit and equitable allocation as determined from an evaluation of the
overall scientific data of the groundwater resources in the region, including the Texas Water
Development Board's groundwater availability model. The determination of sustainable
groundwater withdrawal shall be reviewed at least every five years.

(3) Each district participating in the joint planning process
initiated under this subsection shall ensure that the groundwater management standards adopted
by the district are adequate to protect the groundwater within the area of each district and are not
incompatible with the groundwater management standards adopted by the other districts in the
management area.

(4) If ajoint meeting of the boards of directors is called, the
meeting must be held in accordance with Chapter 551, Government Code. Notice of the meeting

shall be given in accordance with the requirements for notice of district board of directors
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meetings under that chapter. In addition, notice of the meeting shall be published not later than
the 30th day before the date of the scheduled meeting in a newspaper with general circulation in
each county in the management area.

(5) A district in the management area may file with good
cause a petition with the Texas Natural Resource Conservation Commission requesting an
inquiry if the petitioner district adopted a resolution calling for joint planning and the other
district or districts refused to join in the planning process or the process failed to result in
adequate planning, and the petition provides evidence that:

(A) another district in the management area has
failed to adopt rules;

(B) the groundwater in the management area is not
adequately protected by the rules adopted by another district; or

(C) the groundwater in the management area is not
adequately protected due to the failure of another district to enforce substantial compliance with
its rules.

(6) The district may contract to jointly conduct studies or
research, or to construct projects, under terms and conditions that the districts consider beneficial
with districts located within the same management area or in adjacent management areas. These
joint efforts may include studies of groundwater availability and quality, aquifer modeling, and
the interaction of groundwater and surface water; educational programs; the purchase and
sharing of equipment; and the implementation of projects to make groundwater available,
including aquifer recharge, brush control, weather modification, desalination, regionalization,
and treatment or conveyance facilities. The districts may contract under their existing
authorizations including those of Chapter 791, Government Code, if their contracting authority is

not limited by Sections 791.011(c)(2) and (d)(3) and Section 791.014, Government Code.
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(c) The district shall determine biennially, using the overall available
scientific data of groundwater resources in the Central Carrizo-Wilcox area, whether pumping
within the district or an adjacent district is unreasonably affecting groundwater wells. The
district, in agreement with other districts within the designated management area, may adopt
mitigation measures in response to such unreasonable adverse effects only if the measures are
based on a scientific determination made.

(d) The district may assist in the mediation between landowners
regarding the mitigation of the loss of existing groundwater supply of exempt domestic and
livestock users due to the groundwater pumping of others in adjoining districts.

SECTION 3.1409. BOARD OF DIRECTORS. (a) The district is
governed by a board of 10 directors.

(b) Initial directors serve until permanent directors are appointed
under Section 3.1410 of this part and qualified as required by Subsection (d) of this section.

(c) Permanent directors serve four-year staggered terms.

(d) Each director must qualify to serve as a director in the manner
provided by Section 36.055, Water Code.

(e) A director serves until the director's successor has qualified.

(f) A director may serve consecutive terms.

(9) If there is a vacancy on the board, the governing body of the
entity that appointed the director who vacated the office shall appoint a director to serve the
remainder of the term.

(h) Directors are not entitled to receive compensation for serving as a
director but may be reimbursed for actual, reasonable expenses incurred in the discharge of

official duties.
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(i) A quorum exists when at least two-thirds of the board members
are present. A majority vote of a quorum is required for board action. If there is a tie vote, the
proposed action fails.

SECTION 3.1410. APPOINTMENT OF DIRECTORS. (a) The
Milam County Commissioners Court shall appoint five directors, of whom:

(1) one must represent municipal interests in the county;

(2) one must represent agricultural interests in the county;

(3) one must represent rural water suppliers' interests in the
county;

(4) one must represent industrial interests in the county; and

(5) one must represent the interests of the county at large.

(b) The Burleson County Commissioners Court shall appoint five

directors, of whom:
(1) one must represent municipal interests in the county;
(2) one must represent agricultural interests in the county;
(3) one must represent rural water suppliers' interests in the
county;
(4) one must represent industrial interests in the county; and
(5) one must represent the interests of the county at large.

(c) Each of the governing bodies authorized by this section to make
an appointment shall appoint the appropriate number of initial directors as soon as practicable
following the effective date of this Act, but not later than the 45th day after the effective date of
this Act.

(d) The initial directors shall draw lots to determine their terms. Two

initial directors from Milam County and two initial directors from Burleson County serve terms
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that expire on January 1 of the second year following the confirmation of the district at an
election held under Section 3.1412 of this part. The remaining six initial directors serve terms
that expire on January 1 of the fourth year following the confirmation of the district. On January
1 of the second year following confirmation of the district and every two years after that date, the
appropriate commissioners court shall appoint the appropriate number of permanent directors.

SECTION 3.1411. ORGANIZATIONAL MEETING. As soon as
practicable after all the initial directors have been appointed and have qualified as provided in
this part, a majority of the directors shall convene the organizational meeting of the district at a
location within the district agreeable to a majority of the directors. If no location can be agreed
on, the organizational meeting of the directors shall be at the Milam County Courthouse.

SECTION 3.1412. CONFIRMATION ELECTION. (a) The initial
board of directors shall call and hold an election on the same date in each county within the
district to confirm the creation of the district.

(b) Except as provided by this section, a confirmation election must
be conducted as provided by Sections 36.017, 36.018, and 36.019, Water Code, and Section
41.001, Election Code.

(c) If the majority of qualified voters in a county who vote in the
election vote to confirm the creation of the district, that county is included in the district.

(d) The district is dissolved and this part expires on August 31, 2003,
unless the voters confirm the creation of the district before that date.

PART 15. MID-EAST TEXAS GROUNDWATER CONSERVATION DISTRICT

SECTION 3.1501. CREATION. (a) A groundwater conservation
district, to be known as the Mid-East Texas Groundwater Conservation District, is created in

Leon, Madison, and Freestone counties, subject to approval at a confirmation election under
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Section 3.1512 of this part. The district is a governmental agency and a body politic and
corporate.

(b) The district is created under and is essential to accomplish the
purposes of Section 59, Article XVI, Texas Constitution.

SECTION 3.1502. DEFINITION. In this part, "district” means the
Mid-East Texas Groundwater Conservation District.

SECTION 3.1503. BOUNDARIES. The boundaries of the district
are coextensive with the boundaries of Leon, Madison, and Freestone counties.

SECTION 3.1504. FINDING OF BENEFIT. All of the land and
other property included within the boundaries of the district will be benefited by the works and
projects that are to be accomplished by the district under powers conferred by Section 59, Article
XVI, Texas Constitution. The district is created to serve a public use and benefit.

SECTION 3.1505. GENERAL POWERS. (a) Except as otherwise
provided by this part, the district has all of the rights, powers, privileges, authority, functions,
and duties provided by the general law of this state, including Chapter 36, Water Code,
applicable to groundwater conservation districts created under Section 59, Article XVI, Texas
Constitution. This part prevails over any provision of general law that is in conflict or
inconsistent with this part, including any provision of Chapter 36, Water Code.

(b) The district does not have the authority granted by the following
provisions of Chapter 36, Water Code:

(1) Section 36.105, relating to eminent domain; and
(2) Sections 36.020 and 36.201-36.204, relating to taxes.

SECTION 3.1506. FEES. (a) The board of directors of the district

by rule may impose reasonable fees on each well for which a permit is issued by the district and

which is not exempt from regulation by the district. A fee may be based on the size of column
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pipe used by the well or on the actual, authorized, or anticipated amount of water to be
withdrawn from the well.

(b) Fees may not exceed:

(1) one dollar per acre-foot for water used for irrigating
agricultural crops; or

(2) 17 cents per thousand gallons for water used for any
other purpose.

(c) In addition to the fee authorized under Subsection (b) of this
section, the district may impose a reasonable fee or surcharge for an export fee using one of the
following methods:

(1) afee negotiated between the district and the transporter;
or

(2) acombined production and export fee not to exceed 17
cents per thousand gallons for water used.

SECTION 3.1507. GROUNDWATER WELLS UNDER
JURISDICTION OF RAILROAD COMMISSION. (a) Groundwater wells drilled or operated
within the district under permits issued by the Railroad Commission of Texas are under the
exclusive jurisdiction of the railroad commission and are exempt from regulation by the district.

(b) Groundwater produced in an amount authorized by a Railroad
Commission of Texas permit may be used within or exported from the district without obtaining
a permit from the district.

(c) To the extent groundwater production exceeds Railroad
Commission of Texas authorization, the holder of the railroad commission permit must apply to
the district for appropriate permits for the excess production and is subject to the applicable

regulatory fees.

{00185659}



(d) Groundwater produced from wells under the jurisdiction of the
Railroad Commission of Texas is generally exempt from water district fees. However, the
district may impose either a pumping fee or an export fee on groundwater produced from an
otherwise exempt mine well that is used for municipal purposes or by a public utility. Any fee
imposed by the district under this subsection may not exceed the fee imposed on other
groundwater producers in the district.

SECTION 3.1508. REGIONAL COOPERATION. (a) To provide
for regional continuity, the district shall:

(1) participate in a regular annual coordination meeting with
other groundwater districts in its designated management area and may hold coordination
meetings at other times as needed,

(2) coordinate the collection of data with other groundwater
districts in its designated management area in such a way as to achieve relative uniformity of
data type and quality;

(3) coordinate efforts to monitor water quality with other
groundwater districts in its designated management area, local governments, and state agencies;

(4) provide groundwater level data to other groundwater
districts in its designated management area;

(5) investigate any groundwater and aquifer pollution with
the intention of locating its source;

(6) notify other groundwater districts in its designated
management area and all appropriate agencies of any detected groundwater pollution;

(7) annually provide to other groundwater districts in its
designated management area an inventory of water wells and an estimate of groundwater

production within the district; and
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(8) include other groundwater districts in its designated
management area on the mailing lists for district newsletters, seminars, public education events,
news articles, and field days.

(b) The district shall prepare a comprehensive management plan as
required by Section 36.1071, Water Code, covering that district's respective territory. On
completion and certification of the plan as required by Section 36.1072, Water Code, the district
shall forward a copy of the new or revised management plan to the other districts in its
designated management area. The district shall consider the management plans individually and
shall compare them to other management plans in the designated management area.

(1) The district shall, by resolution, call for joint planning
with the other districts in the designated management area to review and coordinate the
management plans and accomplishments for the designated management area. In reviewing and
coordinating the management plans, the boards shall consider:

(A) the goals of each management plan and its
impact on planning throughout the management area;

(B) the groundwater management standards of each
district describing the desired condition of the groundwater source over time as indicated by
indices of quantity of water in the source, quality of water produced from the source,
springflows, or subsidence of the land surface;

(C) the groundwater withdrawal rates adopted by
each district and the effectiveness of those rates in achieving the groundwater management
standard of the district;

(D) the effectiveness of the measures established by
each management plan for conserving and protecting groundwater and preventing waste, and the

effectiveness of these measures in the management area generally; and
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(E) any other matters that the boards consider
relevant to the protection and conservation of groundwater and the prevention of waste in the
management area.

(2) In the management plan the district may establish and
coordinate with the other districts within the designated management area an annual total
groundwater withdrawal limit and equitable allocation as determined from an evaluation of the
overall scientific data of the groundwater resources in the region, including the Texas Water
Development Board's groundwater availability model. The determination of sustainable
groundwater withdrawal shall be reviewed at least every five years.

(3) Each district participating in the joint planning process
initiated under this subsection shall ensure that the groundwater management standards adopted
by the district are adequate to protect the groundwater within the area of each district and are not
incompatible with the groundwater management standards adopted by the other districts in the
management area.

(4) If ajoint meeting of the boards of directors is called, the
meeting must be held in accordance with Chapter 551, Government Code. Notice of the meeting
shall be given in accordance with the requirements for notice of district board of directors
meetings under that chapter. In addition, notice of the meeting shall be published not later than
the 30th day before the date of the scheduled meeting in a newspaper with general circulation in
each county in the management area.

(5) A district in the management area may file with good
cause a petition with the Texas Natural Resource Conservation Commission requesting an
inquiry if the petitioner district adopted a resolution calling for joint planning and the other
district or districts refused to join in the planning process or the process failed to result in

adequate planning, and the petition provides evidence that:

{00185659}



(A) another district in the management area has
failed to adopt rules;

(B) the groundwater in the management area is not
adequately protected by the rules adopted by another district; or

(C) the groundwater in the management area is not
adequately protected due to the failure of another district to enforce substantial compliance with
its rules.

(6) The district may contract to jointly conduct studies or
research, or to construct projects, under terms and conditions that the districts consider beneficial
with districts located within the same management area or in adjacent management areas. These
joint efforts may include studies of groundwater availability and quality, aquifer modeling, and
the interaction of groundwater and surface water; educational programs; the purchase and
sharing of equipment; and the implementation of projects to make groundwater available,
including aquifer recharge, brush control, weather modification, desalination, regionalization,
and treatment or conveyance facilities. The districts may contract under their existing
authorizations including those of Chapter 791, Government Code, if their contracting authority is
not limited by Sections 791.011(c)(2) and (d)(3) and Section 791.014, Government Code.

(c) The district shall determine biennially, using the overall available
scientific data of groundwater resources in the Central Carrizo-Wilcox area, whether pumping
within the district or an adjacent district is unreasonably affecting groundwater wells. The
district, in agreement with other districts within the designated management area, may adopt
mitigation measures in response to such unreasonable adverse effects only if the measures are

based on a scientific determination made.
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(d) The district may assist in the mediation between landowners
regarding the mitigation of the loss of existing groundwater supply of exempt domestic and
livestock users due to the groundwater pumping of others in adjoining districts.

SECTION 3.1509. BOARD OF DIRECTORS. (a) The district is
governed by a board of nine directors.

(b) Initial directors serve until permanent directors are appointed
under Section 3.1510 of this part and qualified as required by Subsection (d) of this section.

(c) Permanent directors serve four-year staggered terms.

(d) Each director must qualify to serve as a director in the manner
provided by Section 36.055, Water Code.

(e) A director serves until the director's successor has qualified.

(f) A director may serve consecutive terms.

(9) If there is a vacancy on the board, the governing body of the
entity that appointed the director who vacated the office shall appoint a director to serve the
remainder of the term.

(h) Directors are not entitled to receive compensation for serving as a
director but may be reimbursed for actual, reasonable expenses incurred in the discharge of
official duties.

(i) A majority vote of a quorum is required for board action. If there
is a tie vote, the proposed action fails.

SECTION 3.1510. APPOINTMENT OF DIRECTORS. (a) The
Leon County Commissioners Court shall appoint three directors, of whom:

(1) one must represent the interests of rural water suppliers

or municipalities in the county, or both;
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(2) one must represent agricultural interests in the county;
and
(3) one must represent industrial interests in the county.
(b) The Madison County Commissioners Court shall appoint three
directors, of whom:
(1) one must represent the interests of rural water suppliers
or municipalities in the county, or both;
(2) one must represent agricultural interests in the county;
and
(3) one must represent industrial interests in the county.
(¢) The Freestone County Commissioners Court shall appoint three
directors, of whom:
(1) one must represent the interests of rural water suppliers
or municipalities in the county, or both;
(2) one must represent agricultural interests in the county;
and
(3) one must represent industrial interests in the county.
(d) Each of the governing bodies authorized by this section to make
an appointment shall appoint the appropriate number of initial directors as soon as practicable
following the effective date of this Act, but not later than the 45th day after the effective date of
this Act.
(e) The initial directors shall draw lots to determine their terms. A
simple majority of the initial directors, if an odd number of initial directors are appointed, or half
the initial directors, if an even number of initial directors are appointed, serve terms that expire

on January 1 of the fourth year following the confirmation of the district at an election held
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under Section 3.1512 of this part. The remaining initial directors serve terms that expire on
January 1 of the second year following the confirmation of the district. On January 1 of the
second year following confirmation of the district and every two years after that date, the
appropriate commissioners courts shall appoint the appropriate number of permanent directors.

SECTION 3.1511. ORGANIZATIONAL MEETING. As soon as
practicable after all the initial directors have been appointed and have qualified as provided by
this part, a majority of the directors shall convene the organizational meeting of the district at a
location within the district agreeable to a majority of the directors. If no location can be agreed
on, the organizational meeting of the directors shall be at the Leon County Courthouse.

SECTION 3.1512. CONFIRMATION ELECTION. (a) The initial
board of directors shall call and hold an election on the same date in each county within the
district to confirm the creation of the district.

(b) Except as provided by this section, a confirmation election must
be conducted as provided by Sections 36.017, 36.018, and 36.019, Water Code, and Section
41.001, Election Code.

(c) If the majority of qualified voters in a county who vote in the
election vote to confirm the creation of the district, that county is included in the district. If the
majority of qualified voters in a county who vote in the election vote not to confirm the creation
of the district, that county is excluded from the district.

(d) The district is dissolved and this part expires on August 31, 2003,
unless the voters confirm the creation of the district before that date.

PART 16. NORTHEAST TRAVIS COUNTY UTILITY DISTRICT
SECTION 3.1601. CREATION. (a) A conservation and reclamation

district, to be known as the Northeast Travis County Utility District, is created in Travis County,
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subject to approval at a confirmation election under Section 3.1611 of this part. The district is a
governmental agency and a body politic and corporate.

(b) The district is created under and is essential to accomplish the
purposes of Section 59, Article XVI, Texas Constitution.

SECTION 3.1602. DEFINITION. In this part, "district” means the
Northeast Travis County Utility District.

SECTION 3.1603. BOUNDARIES. The district includes the
territory contained within the following areas:

Tract No. 1, approximately 146.50 acres of land out of the E. Kirkland
Survey No. 7, in Travis County, Texas, being all of that certain tract conveyed to Kathleen Marie
England and Jay Lawrence Johnson by Deeds recorded in Volume 11403, Page 374, VVolume
11618, Page 104, Volume 11861, Page 120 and Volume 12118, Page 195, Real Property
Records of Travis County, Texas;

Tract No. 2, approximately 70.31 acres of land out of the E. Kirkland
Survey No. 7 in Travis County, Texas, being all of that certain tract of land conveyed to Charles
E. Baker, et ux, by Deed recorded in Volume 7188, Page 1756, Deed Records of Travis County,
Texas;

Tract No. 3, approximately 104.34 acres of land out of the G. M.
Martin Survey No. 9, Abstract 529, Travis County, Texas, being all of that certain tract called
103.984 acres conveyed to Bernice Becker Zreet, Freida Becker Woodland, Edline Becker
McMains, Adolf Becker, Jr., Wilbert Becker and Edwin F. Zreet and Bernice Zreet, Trustees of
The Edwin F. and Bernice Zreet Trust dated August 27, 1997, by Deeds recorded in Volume
10215, Page 610, Volume 10537, Page 939, and VVolume 13171, Page 102, Real Property
Records of Travis County, Texas, and all of that certain tract called 0.356 of one acre conveyed

by Muniment of Title recorded in Document No. 71552 of the Travis County Probate Records;
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Tract No. 4, approximately 103.266 acres of land out of the George
M. Martin Survey No. 9, Abstract 529, Travis County, Texas, being all of that certain tract
conveyed to Kermit Hees and wife, Lydia Hees by Partition Deed recorded in Volume 11552,
Page 475, Real Property Records of Travis County, Texas, said 103.266 acre tract being the
remainder of that tract called 106-1/2 acres conveyed to W. A. Randig by Deed recorded in
Volume 498, Page 219, SAVE AND EXCEPT, that portion deeded to Travis County, Texas for
highway purposes by Deed recorded in Volume 2268, Page 195, Deed Records of Travis
County, Texas;

Tract No. 5, approximately 177.301 acres of land out of the G. M.
Martin Survey in Travis County, Texas, being all of that certain tract of land conveyed to
Karolyn P. Graf and Robert L. Pfluger, Trustees of the Lawrence and Willie Mae Pfluger Family
Trust by Deeds recorded in Volume 10431, Page 422, Volume 10555, Page 214, and VVolume
11091, Page 691, Real Property Records of Travis County, Texas;

Tract No. 6, approximately 107.4 acres of land out of the George M.
Martin Survey, Abstract No. 9, and being all of that certain tract of land conveyed to Robert L.
Pfluger and Karolyn P. Graf by Deed recorded in Volume 12947, Page 560 and to Robert L.
Pfluger, Trustee for Miranda Kimbro and Weston N. Kimbro and Wayne Pfluger, Trustee for
Jospeh L. Pfluger and Lydia Pfluger, by Deed recorded in Volume 12947, Page 562, Real
Property Records of Travis County, Texas;

Tract No. 7, approximately 9.198 acres of land out of the G. M.
Martin Survey, Abstract No. 9, in Travis County, Texas, and being all of that certain tract of land
conveyed to Peggy Pfluger and Robert L. Pfluger by Deed recorded in VVolume 13049, Page
1353, Real Property Records of Travis County, Texas.

SECTION 3.1604. FINDINGS RELATIVE TO BOUNDARIES.

The legislature finds that the boundaries and field notes of the district form a closure. A mistake
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in the field notes or in copying the field notes in the legislative process does not affect the
organization, existence, or validity of the district, the right of the district to impose taxes, or the
legality or operation of the district or its governing body.

SECTION 3.1605. FINDING OF BENEFIT. All of the land and
other property included within the boundaries of the district will be benefited by the works and
projects that are to be accomplished by the district under powers conferred by Section 59, Article
XVI, Texas Constitution. The district is created to serve a public use and benefit.

SECTION 3.1606. GENERAL POWERS. (a) The district has all of
the rights, powers, privileges, authority, functions, and duties provided by the general law of this
state, including Chapters 30, 49, and 54, Water Code, applicable to municipal utility districts
created under Section 59, Article XV1, Texas Constitution.

(b) The rights, powers, privileges, authority, functions, and duties of
the district are subject to the continuing right of supervision of the state to be exercised by and
through the Texas Natural Resource Conservation Commission.

SECTION 3.1607. DIVISION OF DISTRICT. (a) The district may
divide into two or more districts as provided by Sections 51.748-51.753, Water Code, and this
section. The proposed district may divide into two or more proposed districts before the
establishment of the district is confirmed at the confirmation election held under Section 3.1611
of this part.

(b) A district created by division under this section may divide into
two or more districts after the establishment of the district is confirmed at a confirmation
election. A proposed district created by division under this section may divide into two or more
proposed districts before the establishment of the district is confirmed at a confirmation election.

(c) The district or any district resulting from a division of the district

may exercise powers under Chapters 49 and 54, Water Code, to annex or exclude property after a
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confirmation election. The temporary board of the proposed district or of any proposed district
resulting from a division of the proposed district may, after a hearing, alter the proposed
boundaries of the proposed district before the temporary board orders a confirmation election.

(d) The order creating a district by division under this section and
Sections 51.748-51.753, Water Code, must give the district an appropriate name that does not
conflict with the name of any other district. The provisions of Section 51.749(c), Water Code,
relating to naming a district, do not apply.

SECTION 3.1608. ANNEXATION BY MUNICIPALITY. (a) The
district is a water or sewer district as defined by Section 43.071, Local Government Code, for
purposes of that section.

(b) On annexation of the district by a municipality, the district is
dissolved and the municipality shall assume the powers, authority, functions, duties, and
outstanding bonded indebtedness of the district.

(c) A municipality that annexes the district must provide full
municipal services, as defined by Section 43.056(c), Local Government Code, in the district
before the expiration of two and one-half years after the effective date of the annexation, unless
certain services cannot reasonably be provided within that period and the municipality proposes
a schedule for providing those services. If the municipality proposes a schedule to extend the
period for providing certain services, the schedule must provide for the provision of full
municipal services before the expiration of four and one-half years after the effective date of the
annexation.

SECTION 3.1609. BOARD OF DIRECTORS. (a) The district is
governed by a board of five directors.

(b) Temporary directors serve until initial directors are elected under

Section 3.1611 of this part.
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(c) Initial directors serve until permanent directors are elected under
Section 3.1612 of this part.
(d) Permanent directors serve staggered four-year terms.
(e) Each director must qualify to serve as a director in the manner
provided by Section 49.055, Water Code.
(F) A director serves until the director's successor has qualified.
SECTION 3.1610. TEMPORARY DIRECTORS. (a) The temporary
board of directors consists of:
(1) Chris Fields;
(2) Nate Nickerson;
(3) Seth Spiker;
(4) John Pfluger; and
(5) Steven Thomas.
(b) The temporary directors are not required to own land or reside in
the district.
(c) The temporary directors shall take the oath of office and execute
bonds to qualify for holding their offices as soon as possible after the effective date of this Act.
(d) If atemporary director fails to qualify for office, the temporary
directors who have qualified shall appoint a person to fill the vacancy. If at any time there are
fewer than three qualified temporary directors, the Texas Natural Resource Conservation
Commission shall appoint the necessary number of persons to fill all vacancies on the board.
SECTION 3.1611. CONFIRMATION AND INITIAL DIRECTORS
ELECTION. (a) The temporary board of directors shall call and hold an election to confirm

establishment of the district and to elect five initial directors as provided by Section 49.102,
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Water Code. The board may submit to the voters propositions to authorize the issuance of
bonds, a maintenance tax, and a tax to make payments under a contract.

(b) Section 41.001(a), Election Code, does not apply to an election
held under this section.

SECTION 3.1612. ELECTION OF DIRECTORS. (a) On the first
Saturday in May of the first even-numbered year after the year in which the district is authorized
to be created at a confirmation election, a general election shall be held in the district for the
election of three directors to serve four-year terms and two directors to serve two-year terms.

(b) On the first Saturday in May of each subsequent second year
following the election, the appropriate number of directors shall be elected.

SECTION 3.1613. FINDINGS RELATING TO PROCEDURAL
REQUIREMENTS. (a) The proper and legal notice of the intention to introduce this Act,
setting forth the general substance of this Act, has been published as provided by law, and the
notice and a copy of this Act have been furnished to all persons, agencies, officials, or entities to
which they are required to be furnished by the constitution and other laws of this state, including
the governor, who has submitted the notice and Act to the Texas Natural Resource Conservation
Commission.

(b) The Texas Natural Resource Conservation Commission has filed
its recommendations relating to this Act with the governor, lieutenant governor, and speaker of
the house of representatives within the required time.

(c) All requirements of the constitution and laws of this state and the
rules and procedures of the legislature with respect to the notice, introduction, and passage of
this Act are fulfilled and accomplished.

SECTION 3.1614. EFFECTIVE DATE OF THIS PART. This part

takes effect immediately if this Act receives a vote of two-thirds of all the members elected to
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each house, as provided by Section 39, Article 111, Texas Constitution. If this Act does not
receive the vote necessary for immediate effect, this part takes effect September 1, 2001.
ARTICLE 4. WATER INFRASTRUCTURE FINANCING
SECTION 4.01. Chapter 15, Water Code, is amended by adding
Subchapter O to read as follows:

SUBCHAPTER O. WATER INFRASTRUCTURE FUND

Sec. 15.901. DEFINITIONS. In this subchapter:

(1) "Eligible political subdivision™ means:

(A) a municipality;

(B) acounty;

(C) ariver authority or special law district that is

listed in Section 9.010(b);

(D) a water improvement district;

(E) an irrigation district;

(F) a water control and improvement district; and

(G) a groundwater district with a groundwater

management plan certified by the board under Section 36.1072.

(2) "Fund" means the water infrastructure fund.

(3) "Metropolitan statistical area" means an area so

designated by the United States Office of Management and Budget.

(4) "Political subdivision bonds" means bonds or other

obligations issued by a political subdivision to fund a project and purchased by the board from

money in the fund.

(5) "Project" means any undertaking or work, including

planning and design activities and work to obtain requlatory authority, to conserve, mitigate,
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convey, and develop water resources of the state, including any undertaking or work done

outside the state that the board determines will result in water being available for use in or for the

benefit of the state.

Sec. 15.902. FINDINGS. The legislature finds that:

(1) the creation of the fund and the administration of the

fund by the board will encourage the conservation and development of the water resources of the

state;

(2) the use of the fund is in furtherance of the public purpose

of conserving and developing the water resources of the state; and

(3) the use of the fund for the purposes provided by this

subchapter is for the benefit of both the state and the political subdivisions to which the board

makes financial assistance available in accordance with this subchapter and constitutes a

program under, and is in furtherance of the public purposes set forth in, Section 52-a, Article 11,

Texas Constitution.

Sec. 15.903. WATER INFRASTRUCTURE FUND. (a) The water

infrastructure fund is a special account in the general revenue fund to be administered by the

board under this subchapter and rules adopted by the board under this subchapter. Money in the

fund may be used to pay for the implementation of water projects recommended through the

state and regional water planning processes under Sections 16.051 and 16.053.

(b) The fund consists of:

(1) appropriations from the legislature;

(2) any other fees or sources of revenue that the legislature

may dedicate for deposit to the fund;

(3) repayments of loans made from the fund;

(4) interest earned on money credited to the fund;
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(5) depository interest allocable to the fund in the general

revenue fund;

(6) money from gifts, grants, or donations to the fund;

(7) _money from revenue bonds or other sources designated

by the board; and

(8) proceeds from the sale of political subdivision bonds or

obligations held in the fund and not otherwise pledged to the discharge, repayment, or

redemption of revenue bonds or other bonds, the proceeds of which were placed in the fund.

Sec. 15.904. USE OF WATER INFRASTRUCTURE FUND.

() The board may use the fund:

(1) to make loans to political subdivisions at or below

market interest rates for projects:

(2) to make grants, low-interest loans, or zero interest loans

to political subdivisions for projects to serve areas outside metropolitan statistical areas in order

to ensure that the projects are implemented, or for projects to serve economically distressed

areas;

(3) to make loans at or below market interest rates for

planning and design costs, permitting costs, and other costs associated with state or federal

requlatory activities with respect to a project;

(4) as a source of revenue or security for the payment of

principal and interest on bonds issued by the board if the proceeds of the sale of the bonds will

be deposited in the fund; and

(5) to pay the necessary and reasonable expenses of the

board in administering the fund.
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(b) Funding under Subsection (a)(2) or under Subsection (a)(3) may

not exceed 10 percent of the amount of financial assistance budgeted by the board to be made

available from the fund in a fiscal year.

(c) Principal and interest payments on loans made under Subsection

(2)(3) may be deferred for a maximum of 10 years or until construction of the project is

completed, whichever is earlier.

Sec. 15.905. APPROVAL OF APPLICATIONS. (a) On review and

recommendation by the executive administrator, the board by resolution may approve an

application if the board finds that:

(1) the application and the assistance applied for meet the

requirements of this subchapter and board rules;

(2) the revenue or taxes, or both the revenue and taxes,

pledged by the applicant will be sufficient to meet all the obligations assumed by the political

subdivision; and

(3) the project will meet water needs in a manner consistent

with the state and regional water plans as required by Section 16.053(j), unless otherwise

specified by an act of the legislature.

(b) For an application under this subchapter, a program of water

conservation through a more effective use of water shall be required in the same manner as for

approval of an application for financial assistance under Section 15.106.

(c) The board may deliver funds for the part of a loan or grant for a

project relating to surface water development, other than for planning and design costs,

permitting costs, and other costs associated with federal and state requlatory activities with

respect to a project, only if the executive administrator makes a written finding that the applicant:
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(1) has the necessary water rights authorizing the applicant

to appropriate and use the water that the project will provide, if the applicant is proposing surface

water development; or

(2) has the right to use water that the project will provide, if

the applicant is proposing groundwater development.

Sec. 15.906. APPLICABLE LAW. Subchapter E, Chapter 17,

applies to financial assistance made available from the fund, except that the board may also

execute contracts as necessary to evidence grant agreements.

Sec. 15.907. RULES. The board shall adopt rules necessary to carry

out this subchapter, including rules establishing procedures for application for and for the award

of financial assistance, for the investment of funds, and for the administration of the fund.

Sec. 15.908. SALE OF POLITICAL SUBDIVISION BONDS.

(a) The board may sell or dispose of political subdivision bonds at the price and under the terms

that the board determines to be reasonable.

(b) The board may sell political subdivision bonds without making a

previous offer to the political subdivision that issued the bonds and without advertising,

soliciting, or receiving bids for sale.

(c) Notwithstanding other provisions of this chapter, the board may

sell to the Texas Water Resources Finance Authority any political subdivision bonds purchased

with money in the fund and may apply the proceeds of a sale in the manner provided by this

section.

(d) Proceeds from the sale of political subdivision bonds under this

section shall be deposited in the fund for use as provided by Section 15.904.

(e) As part of a sales agreement with the Texas Water Resources

Finance Authority, the board by contract may agree to perform the functions required to ensure
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that the political subdivision pays the debt service on political subdivision bonds sold and

observes the conditions and requirements stated in those bonds.

(f)_The board may exercise any powers necessary to carry out the

authority granted by this section, including the authority to contract with any person to

accomplish the purposes of this section.

Sec. 15.909. FUNDING FOR LOCAL ECONOMIC

DEVELOPMENT. (a) The board may use the fund to provide financial assistance to an eligible

political subdivision to enable the political subdivision to fund loans and grants for projects that

conserve and develop the water resources of the political subdivision for the ultimate benefit of

the public, and that develop and diversify its local economy, consistent with the terms and

conditions set forth in a program adopted by the governing body of the political subdivision

under authority granted by Section 15.910.

(b) The board may not purchase political subdivision bonds issued for

the purposes described by Subsection (a) that are secured in whole or in part by a pledge of ad

valorem taxes unless the political subdivision submits evidence satisfactory to the board that the

issuance of the bonds has been approved by the citizens of the political subdivision voting at an

election held for the purposes described in Section 15.910.

Sec. 15.910. AUTHORITY TO ESTABLISH ECONOMIC

DEVELOPMENT PROGRAMS. (a) An eligible political subdivision may establish economic

development programs and make loans and grants of public funds to assist in providing projects

within the political subdivision that conserve and develop the water resources of the political

subdivision for the ultimate benefit of the public. The authority granted to a political subdivision

to make loans and grants in accordance with this section constitutes a program in furtherance of

the public purposes provided by Section 52-a, Article 111, Texas Constitution.
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(b) Financial assistance received from the fund may be used by an

eligible political subdivision to make loans or grants to persons for projects that the political

subdivision finds will conserve and develop the water resources of the political subdivision for

the ultimate benefit of the public and assist in diversifying and developing the economy of the

political subdivision and the state.

(c) In exercising the authority granted by this section, the governing

body of an eligible political subdivision may determine the terms and conditions governing the

loan or grant of money and determine whether to approve an agreement with a person who

receives a loan or grant.

Sec. 15.911. An eligible political subdivision may not sell or incur

obligations to fund an economic development program established under authority granted by

Section 15.910 that are payable in whole or in part from ad valorem taxes unless the residents of

the political subdivision, voting at an election held for the purpose, approve the issuance of

obligations to fund an economic development program for the provision of loans or grants to

persons to construct projects that will conserve and develop the water resources of the political

subdivision for the ultimate benefit of the public and assist in developing and diversifying the

local economy.
SECTION 4.02. Chapter 15, Water Code, is amended by adding

Subchapter P to read as follows:

SUBCHAPTER P. RURAL WATER ASSISTANCE FUND

Sec. 15.951. PURPOSE. The legislature finds that the rural areas of

the state, characterized by small populations extended over disproportionately large service

areas, require a means of financing water projects in addition to those established by other

provisions of this chapter.

Sec. 15.952. DEFINITIONS. In this subchapter:
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(1) "District" means a conservation or reclamation district

created under Section 52, Article 11, or Section 59, Article XVI, Texas Constitution.

(2) "Federal agency" means an agency or other entity of the

United States Department of Agriculture or an agency or entity that is acting through or on

behalf of that department.

(3) "Fund" means the rural water assistance fund.

(4) "Rural political subdivision" means:

(A) a nonprofit water supply or sewer service

corporation, district, or municipality with a service area of 10,000 or less in population or that

otherwise qualifies for financing from a federal agency:; or

(B) a county in which no urban area exceeds 50,000

in population.

(5) "State agency'" means an agency or other entity of the

state, including the Department of Agriculture and the Texas Department of Housing and

Community Affairs and any agency or authority that is acting through or on behalf of the

Department of Agriculture or the Texas Department of Housing and Community Affairs.

Sec. 15.953. FUND. The rural water assistance fund is a special

account in the general revenue fund. The fund consists of:

(1) money directly appropriated to the board;

(2) repayment of principal and interest from loans made

from the fund not otherwise needed as a source of revenue pursuant to Section 17.9615(b);

(3)_money transferred by the board from any sources

available; and

(4) interest earned on the investment of money in the fund

and depository interest allocable to the fund in the general revenue fund.
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Sec. 15.954. USE OF FUND. (a) The fund may be used to provide

low-interest loans to rural political subdivisions for water or water-related projects, including the

purchase of well fields, the purchase or lease of rights to produce groundwater, and interim

financing of construction projects.

(b) The fund may be used to enable a rural political subdivision to

obtain water supplied by larger political subdivisions or to finance the consolidation or

regionalizing of neighboring political subdivisions, or both.

(c) The fund may be used to finance an outreach and technical

assistance program to assist rural political subdivisions in obtaining assistance through the fund.

The board may use money in the fund to contract for such outreach and technical assistance.

(d) The fund may be used to buy down interest rates on loans.

(e) A rural political subdivision may enter into an agreement with a

federal agency or a state agency to submit a joint application for financial assistance under this

subchapter.

(f)_A nonprofit water supply or sewer service corporation is exempt

from payment of any sales tax that may be incurred under other law or ordinance for any project

financed by the fund.

() _The fund may be used as a source of revenue for the payment of

principal and interest on water financial assistance bonds issued by the board if the proceeds of

the sale of these bonds will be deposited into the rural water assistance fund.

Sec. 15.955. FINANCIAL ASSISTANCE. (a) The board shall adopt

rules necessary to administer this subchapter, including rules establishing procedures for the

application for and award of loans, the distribution of loans, the investment of funds, and the

administration of loans and the fund.
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(b) The board may not release from the fund money for the

construction phase of parts of projects proposing surface water or groundwater development until

the executive administrator makes a written finding that a rural political subdivision:

(1) has the necessary water right authorizing it to appropriate

and use the water that the project will provide, if the rural political subdivision is proposing

surface water development; or

(2) has the right to use water that the project will provide, if

the rural political subdivision is proposing groundwater development.

(c) In passing on an application from a rural political subdivision for

financial assistance, the board shall consider:

(1) the needs of the area to be served by the project, the

benefit of the project to the area, the relationship of the project to the overall state water needs,

and the relationship of the project to the state water plan; and

(2) the availability of revenue to the rural political

subdivision from all sources for the ultimate repayment of the cost of the water supply project,

including all interest.

(d) The board by resolution may approve an application if, after

considering the factors listed in Subsection (c) and other relevant factors, the board finds that:

(1) the public interest is served by state assistance for the

project; and

(2) the revenue or taxes pledged by the rural political

subdivision will be sufficient to meet all the obligations assumed by the rural political

subdivision during the succeeding period of not more than 50 years.
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(e) A program of water conservation for the more efficient use of

water shall be required in the same manner as is required for approval of an application for

financial assistance under Section 15.106.

(f) Sections 17.183-17.187 apply to the construction of projects

funded pursuant to this subchapter.

SECTION 4.03. Subsection (j), Section 5.235, Water Code, is
amended to read as follows:

(1) The fee for other uses of water not specifically named in this
section is $1 per acre-foot, except that no political subdivision may be required to pay fees to use
water for recharge of underground freshwater-bearing sands and aquifers or for abatement of

natural pollution. This fee is waived for applications for instream-use water rights deposited into

the Texas Water Trust.

SECTION 4.04. Section 15.001, Water Code, is amended by adding
Subdivision (12) to read as follows:

(12) "Regionalization" means development of a water

supply or wastewater collection and treatment system that incorporates multiple service areas

into an areawide service facility or any such system that serves an area that includes more than a

single county, city, special district, or other political subdivision of the state.

SECTION 4.05. Subsection (a), Section 15.002, Water Code, is
amended to read as follows:

(&) The legislature finds that it is in the public interest and to the
benefit of the general public of the state to encourage and to assist in the planning and
construction of projects to develop and conserve the storm water and floodwater as well as the
ordinary flows of the rivers and streams of the state, to maintain and enhance the quality of the

water of the state, to provide protection to the state's citizens from the floodwater of the rivers
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and streams of the state, to provide drainage, subsidence control, public beach nourishment,

recharge, chloride control, brush control, weather modification, regionalization, and desalination

[desatinization], to provide for the management of aquatic vegetation, and other purposes as
provided by law or board rule.

SECTION 4.06. Subsection (b), Section 15.011, Water Code, is
amended to read as follows:

(b) After notice and hearing and subject to any limitations established
by the General Appropriations Act, the board may transfer money from the fund to the loan fund
created under Subchapter C [ef-this-chapter], the storage acquisition fund created under
Subchapter E [ef-this-chapter], the research and planning fund created under Subchapter F [of
this-chapter], the hydrographic survey account created under Subchapter M [ef-this-chapter],
provided the hydrographic survey account transfer does not exceed $425,000, [ard] the aquatic
vegetation management fund created under Subchapter N, and the rural water assistance fund

created under Subchapter P [ef-this-chapter].
SECTION 4.07. Subsections (a) and (b), Section 15.102, Water Code,

are amended to read as follows:

(@) The loan fund may be used by the board to provide loans of
financial assistance to political subdivisions, federal agencies, or both political subdivisions and
federal agencies acting jointly for the construction, acquisition, improvement, or enlargement of
projects involving water conservation, water development, or water quality enhancement,
providing nonstructural and structural flood control, or drainage, project recreation lands and
revenue-generating recreational improvements within any watershed, or providing recharge,

chloride control, subsidence control, brush control, weather modification, regionalization, or

desalination [desatinization] as provided by legislative appropriations, this chapter, and the board

rules.
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(b) The loan fund may also be used by the board to provide grants
for:
(1) projects that include supplying water and wastewater
services in economically distressed areas, including projects involving retail distribution of those
services; and

(2) desalination, brush control, weather modification,

regionalization, and projects providing regional water quality enhancement services as defined

by board rule, including regional conveyance systems.

SECTION 4.08. Section 15.105, Water Code, is amended to read as
follows:

Sec. 15.105. CONSIDERATIONS IN PASSING ON
APPLICATION. (a) In passing on an application for financial assistance from the loan fund, the
board shall consider but is not limited to:

(1) the needs of the area to be served by the project and the
benefit of the project to the area in relation to the needs of other areas requiring state assistance
in any manner and the benefits of those projects to the other areas;

(2) the availability of revenue to the applicant from all
sources for the ultimate repayment of the cost of the project, including all interest;

(3) the relationship of the project to overall statewide needs;

(4) the ability of the applicant to finance the project without
state assistance; [and]

(5) for applications for grants for economically distressed
areas, the regulatory efforts by the county in which the project is located to control the

construction of subdivisions that lack basic utility services; and
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(6) for applications for grants under Section 15.102(b)(2),

the ability of the applicant to construct the project without the grant and the benefits of the

project to water and wastewater needs of the state.

(b) The board by rule shall further define eligibility for grants under

this subchapter.
SECTION 4.09. Subsection (a), Section 15.106, Water Code, is

amended to read as follows:

(&) The board, by resolution, may approve an application for financial
assistance [atean] if after considering the factors listed in Section 15.105 of this code and any
other relevant factors, the board finds:

(1) that the public interest requires state participation in the
project; and

(2) that in its opinion the revenue or taxes pledged by the
political subdivision will be sufficient to meet all the obligations assumed by the political
subdivision.

SECTION 4.10. Section 15.107, Water Code, is amended to read as
follows:

Sec. 15.107. METHOD OF MAKING [EGANS-OF] FINANCIAL
ASSISTANCE AVAILABLE. (a) The board may make financial assistance available to
successful applicants in any manner that it considers economically feasible including:

(1) contracts or agreements with a political subdivision for
the payment of the principal of or interest on or both the principal of and interest on bonds or

other obligations issued or to be issued by the political subdivision;
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(2) contracts or agreements with a political subdivision for
the purpose of providing the political subdivision's share of any cost-sharing required as a
participant in or local sponsor of any federal project; [ef]

(3) purchase of the bonds or other obligations of a political
subdivision for the purpose of completely or partially financing the project for which the
application is being submitted; or

(4) contracts or agreements for the receipt of funds and

performance of obligations in relation to any grant of funds provided by the board.

(b) Contracts or agreements entered into under Subdivision (1) of
Subsection (a) of this section may cover all or any part of the debt service requirements in a
given year and may cover debt service requirements in as many years of an issue as the board
considers appropriate.

(c) Inadetermination on a loan for financial assistance, the board
may approve interest deferral or the capitalization of interest costs and may approve periods of
repayment for the loans of up to 50 years.

SECTION 4.11. Section 15.434, Water Code, is amended to read as
follows:

Sec. 15.434. USE OF MONEY IN FUND. Money deposited to the
credit of the agricultural soil and water conservation fund, on appropriation by the legislature to
the board, the Department of Agriculture, the State Soil and Water Conservation Board, the
Texas Agricultural Experiment Station, the Texas Agricultural Extension Service, public
colleges and universities, and other state agencies shall be used for the following purposes:

(1) agricultural water conservation technical assistance

programs;
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(2) agricultural water conservation, education, and
demonstration programs;

(3) purchase of equipment, including demonstration and
educational equipment;

(4) grants made to groundwater [underground-water|

conservation districts and political subdivisions for the purchase of equipment under programs

established by Subchapter H of this chapter;

(5) research in water utilization and conservation including
artificial recharge and secondary recovery of groundwater [unrderground-water];

(6) desalination [desatinization];

(7) weather modification;

(8) technical assistance programs for developing on-farm
soil and water conservation plans developed jointly by landowners and operators and local soil
and water conservation districts, as provided by Subchapter H, Chapter 201, Agriculture Code;

(9) research and demonstration relating to the production of
native and low-water-use plants and water-efficient crops;

(10) a pilot program for low-interest loans for the purchase
of agricultural water conservation systems established by Subchapter | of this chapter; [and]

(11) research, demonstration, and education relating to brush
control; and

(12) regionalization designed to promote agricultural water

conservation.
SECTION 4.12. Section 15.471, Water Code, is amended to read as

follows:
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Sec. 15.471. GRANTS; PURPOSES. The board may make grants of

money to groundwater [uhdergreund-water] conservation districts, to political subdivisions, and

to other districts created under Article 111, Sections 52(b)(1) and (2), or Article XV1I, Section 59,
of the Texas Constitution for purchasing equipment required for:

(1) measurement and evaluation of irrigation systems and
agricultural water conservation practices on irrigated land, dryland, and rangeland;

(2) demonstration of efficient irrigation systems and
agricultural water conservation practices on irrigated land, dryland, and rangeland,;

(3) testing and evaluation of water quality and the suitability
of water from groundwater or surface water resources for irrigation, rural domestic use,
livestock, or agricultural industry use;

(4) demonstration of efficient or sound chemical application
and evaluation or demonstration of systems which will prevent contamination of groundwater
and surface water from chemicals and other substances used in agriculture; or

(5) measurement and data collection related to the

conservation of groundwater resources.

SECTION 4.13. Section 15.602, Water Code, is amended by adding a
new Subdivision (8) and redesignating existing Subdivisions (8) through (14) as Subdivisions (9)
through (15) to read as follows:

(8) "Person™ means an individual, corporation, partnership,

association, state, municipality, commission, or political subdivision of a state or any interstate

body, as defined by Section 502 of the federal act, including a political subdivision as defined by

this subchapter, if the person is eligible for financial assistance under federal law establishing the

revolving fund.
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(9) "Political subdivision™ means a municipality,
intermunicipal, interstate, or state agency, any other public entity eligible for assistance under
this subchapter, or a nonprofit water supply corporation created and operating under Chapter 67,
if such entity is eligible for financial assistance under federal law establishing the state revolving
fund or an additional state revolving fund.

(10) [9)] "Public water system" means a system that is
owned by any person and that meets the definition of public water system in the Safe Drinking
Water Act.

(11) [€26)] "Public works" means any project to acquire,
construct, improve, repair, or otherwise provide any buildings, structures, facilities, equipment,
or other real or personal property or improvements designed for public use, protection, or
enjoyment undertaken by a political subdivision and paid for, in whole or in part, out of public
funds.

(12) [(#1)] "Revolving fund" means the state water pollution
control revolving fund.

(13) [(22)] "Safe Drinking Water Act™" means Title X1V of
the federal Public Health Service Act, commonly known as the Safe Drinking Water Act, as
amended (42 U.S.C. Section 300f et seq.).

(14) [€43)] "Safe drinking water revolving fund" means the
fund established by the board as an additional state revolving fund to provide financial assistance
in accordance with the federal program established pursuant to the provisions of the Safe
Drinking Water Act.

(15) [€¢4)] "Treatment works™ has the meaning established
by the federal act and the eligible components of the management programs established by

Sections 319 and 320 of the federal act.
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SECTION 4.14. Subsection (a), Section 15.603, Water Code, is
amended to read as follows:

(@ The revolving fund is held separately from other funds by the
board outside the State Treasury to provide financial assistance to political subdivisions for

construction of treatment works and to persons for nonpoint source pollution control and estuary

management projects.

SECTION 4.15. Subsection (a), Section 15.604, Water Code, is
amended to read as follows:
(a) The board may use the revolving fund for financial assistance
only as provided by the federal act:
(1) to make loans, on the conditions that:

(A) those loans are made at or below market
interest rates, including interest-free loans, at terms not to exceed 20 years;

(B) principal and interest payments will begin not
later than one year after completion of any treatment works and all loans will be fully amortized
not later than 20 years after completion of the treatment works;

(C) the recipient of a loan will establish a dedicated
source of revenue for repayment of loans; and

(D) the revolving fund will be credited with all
payments of principal of and interest on all loans;

(2) to buy or refinance the debt obligation of political
subdivisions at or below market rates if the debt obligations were incurred after March 7, 1985;

(3) to guarantee or purchase insurance for political
subdivisions if the guarantee or insurance would improve access to market credit or reduce

interest rates;
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(4) as asource of revenue or security for the payment of
principal and interest on bonds issued by the state if the proceeds of the sale of those bonds will
be deposited in the revolving fund;

(5) to provide loan guarantees to similar revolving funds
established by municipalities or intermunicipal agencies;

(6) to earn interest on revolving fund accounts;

(7) for the reasonable costs of administering the revolving
fund and conducting activities provided for by Title V1 of the federal act, except that those
amounts may not exceed the amount authorized under Title VI of the federal act; [and]

(8) to provide financial assistance to persons for a nonpoint

source pollution control project under Section 319 of the federal act or for an estuary

management project under Section 320 of the federal act; and

(9) for other purposes as provided by the federal act.

SECTION 4.16. Section 15.607, Water Code, is amended to read as
follows:

Sec. 15.607. APPROVAL OF APPLICATION. On review of
recommendations by the executive administrator, the board by resolution may approve an
application if the board finds that in its opinion the revenue or taxes or both revenue and taxes
pledged by the applicant will be sufficient to meet all the obligations assumed by the applicant
[petitical-subdivision] and that the application and assistance applied for meet the requirements
of the federal act and state law. A program of water conservation for the more effective use of
water shall be required in the same manner as required for approval of an application for
financial assistance under Section 15.106 of this code.

SECTION 4.17. Subchapter C, Chapter 16, Water Code, is amended

by adding Section 16.059 to read as follows:
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Sec. 16.059. COLLECTION OF INSTREAM FLOW DATA;

CONDUCT OF STUDIES. (a) The Parks and Wildlife Department, the commission, and the

board, in cooperation with other appropriate governmental agencies, shall jointly establish and

continuously maintain an instream flow data collection and evaluation program and shall conduct

studies and analyses to determine appropriate methodologies for determining flow conditions in

the state's rivers and streams necessary to support a sound ecological environment. Any stream

that consists only of floodwaters and is dry more than 75 percent of the year is exempt from this

section.

(b) The Parks and Wildlife Department, the commission, and the

board shall each designate an employee to share equally in the oversight of the program studies.

Other responsibilities shall be divided between the Parks and Wildlife Department, the

commission, and the board to maximize present in-house capabilities of personnel and

equipment and to minimize costs to the state.

(c) The Parks and Wildlife Department, the commission, and the

board shall each have reasonable access to all data, studies, analyses, information, and reports

produced by the other agencies.

(d) The priority studies shall be completed not later than December

31, 2010. The Parks and Wildlife Department, the commission, and the board shall establish a

work plan that prioritizes the studies and that sets interim deadlines providing for publication of

flow determinations for individual rivers and streams on a reasonably consistent basis throughout

the prescribed study period. Before publication, completed studies shall be submitted for

comment to the commission, the board, and the Parks and Wildlife Department.

(e) Results of studies completed under this section shall be

considered by the commission in its review of any management plan, water right, or interbasin

transfer.
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(f) The board may authorize the use of money from the research and

planning fund established under Chapter 15 to accomplish the purposes of this section. The

money shall be used by the board in cooperation with the commission and the Parks and Wildlife

Department for interagency contracts with cooperating agencies and universities and contracts

with private sector establishments, as necessary, to accomplish the purposes of this section.

SECTION 4.18. Subsection (c), Section 17.853, Water Code, is
amended to read as follows:
(c) The board may use the fund only:

(1) to provide state matching funds for federal funds
provided to the state water pollution control revolving fund or to any additional state revolving
fund created under Subchapter J, Chapter 15;

(2) to provide financial assistance from the proceeds of
taxable bond issues to water supply corporations organized under Chapter 67, and other
participants;

(3) to provide financial assistance to participants for the
construction of water supply projects and treatment works;

(4) to provide financial assistance for an interim
construction period to participants for projects for which the board will provide long-term
financing through the water development fund; [and]

(5) to provide financial assistance for water supply and
sewer service projects in economically distressed areas as provided by Subchapter K, Chapter
17, to the extent the board can make that assistance without adversely affecting the current or
future integrity of the fund or of any other financial assistance program of the board; and

(6) to provide funds to the water infrastructure fund created

under Section 15.903.
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SECTION 4.19. Subdivisions (2) and (6), Section 17.871, Water
Code, are amended to read as follows:

(2) "Borrower district" means a political subdivision,

including a district or authority created under Article 111, Sections 52(b)(1) and (2), or Article
XVI, Section 59, of the Texas Constitution, that receives or is eligible to receive a conservation
loan from the board for a purpose described by Section 17.895 or 17.8955 [improvementto
istrict facilities].

(6) "Lender district" means a political subdivision, including

a soil and water conservation district under Chapter 201, Agriculture Code, a groundwater [ar
underground-water] conservation district created under Article XVI, Section 59, of the Texas
Constitution, or a district or authority created under Article 111, Section 52(b)(1), or Article XVI,
Section 59, of the Texas Constitution authorized to supply water for irrigation purposes, that is
eligible to receive or that receives a loan from the board for the purpose of making conservation
loans to individual borrowers.

SECTION 4.20. Section 17.895, Water Code, is amended to read as
follows:

Sec. 17.895. CONSERVATION LOANS. (a) This section applies

only to a conservation loan from a lender district that is:

(1) asoil and water conservation district under Chapter 201,

Agriculture Code;

(2) a groundwater conservation district created under

Section 59, Article XVI, Texas Constitution; or

(3) adistrict or authority created under Section 52(b)(1),

Article 111, or Section 59, Article XVI, Texas Constitution.
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(b) The board or a lender district [districts] may make conservation
loans for capital equipment or materials, labor, preparation costs, and installation costs:
(1) to improve water use efficiency of water delivery and
application on existing irrigation systems;
(2) for preparing irrigated land to be converted to dryland
conditions; and
(3) for preparing dryland for more efficient use of natural

precipitation[;

(c) [b)] Conservation loans for the purposes listed in Subsection (b)

[€a)] may be made by lender districts to individual borrowers for use on private property or by
the board to borrower districts [fer-use-on-districtfaciities].

(d) [€e}] The board may make conservation loans to borrower districts
for the cost of purchasing and installing devices, on public or private property, designed to
indicate the amount of water withdrawn for irrigation purposes.

(e) [{8)] For purposes of this section, the board or lender districts may
seek the advice of the Department of Agriculture regarding the feasibility of a project for which a
conservation loan is sought.

SECTION 4.21. Subchapter J, Chapter 17, Water Code, is amended

by adding Section 17.8955 to read as follows:
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Sec. 17.8955. CONSERVATION LOANS FOR BRUSH CONTROL

AND PRECIPITATION ENHANCEMENT. (a) The board or a lender district may make a

conservation loan for capital equipment or materials, labor, preparation costs, and installation

costs for:

(1) preparing and maintaining land to be used for brush

control activities, including activities conducted under Chapter 203, Agriculture Code; or

(2) implementing precipitation enhancement activities in

areas of the state where those activities would be, in the board's judgment, most effective.

(b) A conservation loan for a purpose listed in Subsection (a) may be

made by a lender district to an individual borrower for use on private property or by the board to

a borrower district.

SECTION 4.22. Subchapter L, Chapter 17, Water Code, is amended
by adding Section 17.9615 to read as follows:
Sec. 17.9615. TRANSFERS TO RURAL WATER ASSISTANCE

FUND. (a) The hoard may direct the comptroller to transfer amounts from the financial

assistance account to the rural water assistance fund to provide financial assistance under this

subchapter for the purposes provided in Section 15.954.

(b) The board shall use the rural water assistance fund as a source of

revenue to be deposited in accordance with this subchapter for the payment of principal and

interest on water financial assistance bonds issued by the board, the proceeds of which are to be

deposited into the rural water assistance fund and to be used to make payments under a bond

enhancement agreement with respect to principal or interest on the water financial assistance

bonds.
SECTION 4.23. Subchapter L, Chapter 17, Water Code, is amended

by adding Section 17.9616 to read as follows:
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Sec. 17.9616. TRANSFER TO WATER INFRASTRUCTURE

FUND. (a) The board may direct the comptroller to transfer amounts from the financial

assistance account to the water infrastructure fund to provide financial assistance under this

subchapter for the purposes provided in Section 15.904.

(b) The board shall use the water infrastructure fund as a source of

revenue to be deposited in accordance with this subchapter for the payment of principal and

interest on water financial assistance bonds issued by the board, the proceeds of which are to be

deposited into the water infrastructure fund and to be used to make payments under a bond

enhancement agreement with respect to principal or interest on the water financial assistance

bonds.

SECTION 4.24. Section 11.32, Tax Code, is amended to read as
follows:

Sec. 11.32. CERTAIN WATER CONSERVATION INITIATIVES.
The governing body of a taxing unit by official action of the governing body adopted in the
manner required by law for official actions may exempt from taxation part or all of the assessed

value of property on which approved water conservation initiatives, desalination projects, or

brush control initiatives have been implemented. For purposes of this section, approved water

conservation, desalination, and brush control initiatives shall be designated pursuant to an

ordinance or other law adopted by the governing unit.

SECTION 4.25. Subchapter H, Chapter 151, Tax Code, is amended
by adding Section 151.355 to read as follows:

Sec. 151.355. WATER-RELATED EXEMPTIONS. The following

are exempted from taxes imposed by this chapter:
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(1) rainwater harvesting equipment or supplies, water

recycling and reuse equipment or supplies, or other equipment, services, or supplies used to

reduce or eliminate water use;

(2) equipment, services, or supplies used for desalination of

surface water or groundwater:;

(3) _equipment, services, or supplies used for brush control

designed to enhance the availability of water;

(4) equipment, services, or supplies used for precipitation

enhancement;

(5) equipment, services, or supplies used to construct or

operate a water or wastewater system or component of a system sponsored by a political

subdivision, as defined by Section 15.001, Water Code, which is certified by the Texas Natural

Resource Conservation Commission as providing regional water or wastewater service; and

(6) equipment, services, or supplies used to construct or

operate a water supply or wastewater system by a private entity as a public-private partnership,

as certified by the political subdivision, as defined by Section 15.001, Water Code, that is a party

to the project.
ARTICLE 5. JOINT COMMITTEE ON WATER RESOURCES

SECTION 5.01. In this article, "committee™ means the joint
committee on water resources.
SECTION 5.02. The committee shall conduct an interim study and
make recommendations regarding:
(1) increasing the efficient use of existing water resources;
(2) developing sufficient long-term water financing

strategies;
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(3) improving existing water conveyance systems;
(4) water marketing;
(5) determining the appropriate role of environmental and
wildlife concerns in water permitting and water development; and
(6) protection of the natural condition of beds and banks of
the state-owned watercourses.
SECTION 5.03. The committee is composed of six members as
follows:
(1) the chair of the Senate Committee on Natural Resources
and the chair of the House Committee on Natural Resources;
(2) two members of the senate appointed by the lieutenant
governor; and
(3) two members of the house of representatives appointed
by the speaker of the house of representatives.
SECTION 5.04. The committee shall:
(1) meet at least annually with the Texas Natural Resource
Conservation Commission and the Texas Water Development Board; and
(2) receive information relating to:
(A) encouraging the effective development of water
marketing and water movement;
(B) prioritizing the use of state funds for financing
the development and conservation of water resources; and
(C) identifying reasonable mechanisms, including

measures for encouraging donation of water rights, for protecting instream uses.
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SECTION 5.05. Not later than November 1, 2002, the committee
shall make a final report to the lieutenant governor, the speaker of the house of representatives,
and the 78th Legislature evaluating the issues described in Section 5.02 of this article.

SECTION 5.06. The committee has the authority necessary to
perform its duties and, in connection with those duties, may call and hold hearings.

SECTION 5.07. The committee may request the assistance of state
agencies, departments, or offices to carry out its duties.

SECTION 5.08. The Senate Committee on Natural Resources and the
House Committee on Natural Resources shall provide staff to the committee.

SECTION 5.09. The committee shall submit a proposed budget to the
appropriate committee on administration in each house of the legislature. The administration
committees shall jointly approve the committee budget in an amount appropriate for the
committee to accomplish its duties under this article.

SECTION 5.10. The committee may travel around the state and hold
hearings or public meetings as needed to fulfill its duties under this article.

SECTION 5.11. This article expires and the committee is abolished
on January 1, 2003.

ARTICLE 6. RULEMAKING PROCEDURES FOR THE EDWARDS
AQUIFER AUTHORITY

SECTION 6.01. Chapter 626, Acts of the 73rd Legislature, Regular

Session, 1993, is amended by adding Section 1.115 to read as follows:

Sec. 1.115. RULEMAKING PROCEDURES. (a) The authority

shall comply with the procedures provided by this section in adopting rules.

(b) The authority shall provide, by using the United States mail,

notice of a proposed rule to all applicants and permit holders. The authority shall publish in a
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newspaper of general circulation within the boundaries of the authority notice of a public hearing

on a proposed rule at least 14 days before the date of the public hearing on the rule. The notice

must include:

(1) the date, time, and place of the public hearing;

(2) a statement of the general subject matter of the proposed
rule;

(3) the procedures for obtaining copies of the proposed rule

and for submitting comments; and

(4) the deadline for submitting comments.

(c) The board shall allow at least 45 days for comment on a proposed

rule, other than an emergency rule, before the board adopts the rule. The board shall consider all

written comments and shall, in the order adopting the rule, state the reasons and justification for

the rule and the authority's responses to the written comments.

(d) The meeting at which a proposed rule is adopted as a final rule

must be an open meeting, and the public must be allowed to make comments on the proposed

rule and the agency responses. A proposed rule becomes final and effective on the 10th day after

the date the rule is adopted by the board.

(e) Notwithstanding Subsections (b)-(d) of this section, the board

may adopt emergency rules in anticipation of imminent harm to human health, safety, or welfare,

or if compliance with the procedures provided in Subsections (h)-(d) of this section would

prevent an effective response to emergency aquifer or springflow conditions. The board may

adopt emergency rules five days after providing public notice. Emergency rules are effective

immediately on adoption for a period of 120 days and may be renewed once for not more than 60

days.
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(f)_Subsections (b)-(d) of this section do not apply to the adoption of

bylaws or internal procedures of the board and authority.

SECTION 6.02. Section 1.15, Chapter 626, Acts of the 73rd
Legislature, Regular Session, 1993, is amended by adding Subsections (e) and (f) to read as
follows:

(e) The authority shall conduct a contested case hearing on a permit

application if a person with a personal justiciable interest related to the application requests a

hearing on the application.

(f)_The authority shall adopt rules establishing procedures for

contested case hearings consistent with Subchapters C, D, and F, Chapter 2001, Government

Code.

SECTION 6.03. Subsection (h), Section 1.11, and Subsection (e),
Section 1.41, Chapter 626, Acts of the 73rd Legislature, Regular Session, 1993, are repealed.

SECTION 6.04. A rule adopted by the Edwards Aquifer Authority
before the effective date of this Act remains in effect until repealed, amended, or readopted.
Nothing contained in this article shall be construed as repealing the applicability of the open
meetings law, Chapter 551, Government Code, or the public information law, Chapter 552,
Government Code, to the Edwards Aquifer Authority.

SECTION 6.05. The rules in 31 T.A.C. Part 20 shall continue in
effect until replaced by rules adopted pursuant to this article. The secretary of state shall delete
31 T.A.C. Part 20.

ARTICLE 7. LIMITED LIABILITY FOR AQUATIC HERBICIDE APPLICATION

SECTION 7.01. Subchapter B, Chapter 26, Water Code, is amended

by adding Section 26.050 to read as follows:
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Sec. 26.050. LIMITED LIABILITY FOR AQUATIC HERBICIDE

APPLICATION. (a) In this section, "commercially licensed aquatic herbicide applicator"

means a person who holds a commercial applicator license issued by the Department of

Agriculture under Chapter 76, Agriculture Code, to apply aquatic herbicides.

(b) Except as provided by Chapter 12, Parks and Wildlife Code, a

commercially licensed aquatic herbicide applicator working under contract with a river authority

organized pursuant to Section 59, Article XVI, Texas Constitution, is not liable for damages in

excess of $2 million for each occurrence of personal injury, property damage, or death resulting

directly or indirectly from the application of aquatic herbicide in compliance with such contract,

applicable law, and the license terms or permit.

(c) The control and elimination of noxious weeds, grasses, and

vegetation in the rivers, tributaries, impoundments, and reservoirs of the state through the

application by river authorities or their agents, employees, or contractors, in compliance with

applicable law, licenses, and permits, of aguatic herbicides are essential governmental functions,

and except to the extent provided in Chapter 101, Civil Practice and Remedies Code, nothing

herein shall be deemed or construed to waive, limit, or restrict the governmental immunity of

river authorities in the performance of such governmental functions.

(d) _The limited liability provided by this section does not apply to a

commercially licensed aquatic herbicide applicator if the applicator uses the wrong aquatic

herbicide, fails to follow manufacturers' warnings, instructions, and directions for the application

of the aquatic herbicide, fails to follow the directions of the river authority concerning the

application of the aguatic herbicide, or applies the aquatic herbicide in a manner that violates

federal or state law, rules, or requlations.

ARTICLE 8. CONCENTRATED ANIMAL FEEDING OPERATIONS
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SECTION 8.01. Section 26.0286, Water Code, is amended to read as
follows:
Sec. 26.0286. PROCEDURES APPLICABLE TO PERMITS FOR
CERTAIN CONCENTRATED ANIMAL FEEDING OPERATIONS. (a) In this section;
(1) "Sole-source[—sele-seuree] surface drinking water

supply" means a body of surface water that[:

[€5)] is designated as a sole-source surface drinking [publi€]

water supply in rules adopted by the commission [under-Seetion-26-023;-and

[(2)-is the sing] : e of i I
system, exclusive of emergency water interconnections].

(2) "Protection zone" means an area so designated by

commission rule under Subsection (c).

(b) The commission shall process an application for authorization to
construct or operate a concentrated animal feeding operation as a specific permit under Section

26.028 subject to the procedures provided by Subchapter M, Chapter 5, if, on the date the

commission determines that the application is administratively complete, any part of a pen, lot,

pond, or other type of control or retention facility or structure of the concentrated animal feeding

operation is located or proposed to be located within the protection zone of a sole-source surface

drinking water supply. For the purposes of this subsection, a land application area is not

considered a control or retention facility[+

{00185659}



(c) For the purposes of this section only, the commission by rule shall

designate a surface water body as a sole-source surface drinking water supply if that surface

water body is identified as a public water supply in rules adopted by the commission under

Section 26.023 and is the sole source of supply of a public water supply system, exclusive of

emergency water connections. At the same time, the commission shall designate as a protection

zone any area within the watershed of a sole-source surface drinking water supply that is:

(1) within two miles of the normal pool elevation of a body

of surface water that is a sole-source surface drinking water supply:;

(2) within two miles of that part of a perennial stream that is:

(A) a tributary of a sole-source surface drinking

water supply; and

(B) within three linear miles upstream of the

normal pool elevation of a sole-source surface drinking water supply; or

(3) within two miles of that part of a stream that is a

sole-source surface drinking water supply, extending three linear miles upstream from the water

supply intake.
SECTION 8.02. Not later than the 45th day after the effective date of

this Act, the Texas Natural Resource Conservation Commission by order shall identify surface
water bodies that are considered "sole-source surface drinking water supplies” for purposes of
Subsection (b), Section 26.0286, Water Code, as amended by this Act, and shall designate the
protection zones for those identified water bodies. The order expires on the date on which the
commission adopts final rules under Subsection (c), Section 26.0286, Water Code, as added by

this Act.
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ARTICLE 9. REVOCATION OF CERTIFICATE OF PUBLIC UTILITY
SECTION 9.01. Subchapter G, Chapter 13, Water Code, is amended
by adding Section 13.2541 to read as follows:
Sec. 13.2541. REVOCATION OF CERTIFICATE WHEN SERVICE

PROVIDED TO A MUNICIPALITY. (a) This section applies only to a municipality with a

population of more than 1.3 million.

(b) On request of a municipality served by a public utility, the

commission at any time after notice and hearing may revoke the public utility's certificate of

public convenience and necessity if it finds that the public utility:

(1) has never provided, is no longer providing, or has failed

to provide continuous and adequate service in the municipality requesting the revocation; or

(2) has been grossly or continuously mismanaged or has

grossly or continuously not complied with this chapter, commission rules, or commission orders.

(c) If the certificate of a public utility is revoked under Subsection

(b), the municipality that requested the revocation shall operate the decertified public utility for

an interim period prescribed by commission rule and shall request commission approval to

acquire the decertified public utility's facilities and to transfer the decertified public utility's

certificate of convenience and necessity to the municipality. The municipality must apply in

accordance with Subchapter H.

(d) The compensation paid to the decertified public utility for its

facilities shall be determined by a qualified individual or firm serving as independent appraiser

agreed upon by the decertified public utility and the municipality. The determination of

compensation by the independent appraiser shall be binding on the commission. The

municipality shall pay the costs of the independent appraiser. For the purpose of implementing

{00185659}



this section, the value of real property shall be determined according to the standards prescribed

by Chapter 21, Property Code, governing actions in eminent domain.

(e) The commission shall determine whether the municipality shall

pay the compensation in a lump sum or over a specified period.

ARTICLE 10. WATER UTILITY SYSTEMS
SECTION 10.01. Section 13.137, Water Code, is amended to read as

follows:

Sec. 13.137. OFFICE AND OTHER BUSINESS LOCATIONS OF

UTILITY; RECORDS; REMOVAL FROM STATE. (a) Every utility shall:

(1) make available and notify its customers of a business

location where its customers may make payments to prevent disconnection of or to restore

service:

(A) in each county in which the utility provides

service; or

(B) not more than 20 miles from the residence of

any residential customer if there is no location to receive payments in the county; and

(2) have an office in a county of this state or in the
immediate area in which its property or some part of its property is located in which it shall keep
all books, accounts, records, and memoranda required by the commission to be kept in this state.

(b) The commission by rule may provide for waiving the

requirements of Subsection (a)(1) for a utility for which meeting those requirements would cause

a rate increase or otherwise harm or inconvenience customers. The rules must provide for an

additional 14 days to be given for a customer to pay before a utility that is granted a waiver may

disconnect service for late payment.
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(c) Books, accounts, records, or memoranda required by the
regulatory authority to be kept in the state may not be removed from the state, except on
conditions prescribed by the commission.

SECTION 10.02. Section 13.144, Water Code, is amended to read as
follows:

Sec. 13.144. NOTICE OF WHOLESALE WATER SUPPLY
CONTRACT. A district or authority created under Section 52, Article 111, or Section 59, Article
XVI, Texas Constitution, a retail public utility, a wholesale water service, or other person
providing a retail public utility with a wholesale water supply shall provide the commission with
a certified copy of any wholesale water supply contract with a retail public utility within 30 days
after the date of the execution of the contract. The submission must include the amount of water
being supplied, term of the contract, consideration being given for the water, purpose of use,
location of use, source of supply, point of delivery, limitations on the reuse of water, a disclosure

of any affiliated interest between the parties to the contract, and any other condition or agreement

relating to the contract.

SECTION 10.03. Subchapter E, Chapter 13, Water Code, is amended
by adding Section 13.145 to read as follows:

Sec. 13.145. MULTIPLE SYSTEMS CONSOLIDATED UNDER

TARIFF. A utility may consolidate more than one system under a single tariff only if:

(1) the systems under the tariff are substantially similar in

terms of facilities, quality of service, and cost of service; and

(2) the tariff provides for rates that promote water

conservation for single-family residences and landscape irrigation.

SECTION 10.04. Section 13.182, Water Code, is amended to read as

follows:
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Sec. 13.182. JUST AND REASONABLE RATES. (a) The
regulatory authority shall ensure that every rate made, demanded, or received by any utility or by
any two or more utilities jointly shall be just and reasonable.

(b) Rates shall not be unreasonably preferential, prejudicial, or
discriminatory but shall be sufficient, equitable, and consistent in application to each class of
consumers.

(c) For ratemaking purposes, the commission may treat two or more
municipalities served by a utility as a single class wherever the commission considers that
treatment to be appropriate.

(d) The commission by rule shall establish a preference that rates

under a consolidated tariff be consolidated by region. The regions under consolidated tariffs

must be determined on a case-by-case basis.

SECTION 10.05. Section 13.183, Water Code, is amended by
amending Subsection (c) and adding Subsections (d) and (e) to read as follows:

(c) To ensure that retail customers receive a higher quality, more
affordable, or more reliable water or sewer service, to encourage regionalization, or to maintain

financially stable and technically sound utilities, the regulatory authority, by rule or ordinance, as

appropriate, may adopt specific alternative ratemaking [may-develep] methodologies for water or

sewer rates based on factors other than rate of return and those specified in Section 13.185.

Overall revenues determined according [pursuant] to an alternative ratemaking [akternate]
methodology adopted [developed] under this section must provide revenues to the utility that

satisfy the requirements of Subsection (a). The regulatory authority may not approve rates under

an alternative ratemaking methodology unless the requlatory authority adopts the methodology

before the date the rate application was administratively complete.
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(d) A requlatory authority other than the commission may not

approve an acquisition adjustment for a system purchased before the effective date of an

ordinance authorizing acquisition adjustments.

(e) In determining to use an alternative ratemaking methodology

[alternate-ratemaking-methoedelogies], the regulatory authority shall assure that rates, operations,

and services are just and reasonable to the consumers and to the utilities.

SECTION 10.06. Section 13.187, Water Code, is amended to read as
follows:

Sec. 13.187. STATEMENT OF INTENT TO CHANGE RATES;
HEARING; DETERMINATION OF RATE LEVEL. (a) A utility may not make changes in its
rates except by delivering a statement of intent to each ratepayer and with the regulatory
authority having original jurisdiction at least 60 [30] days before the effective date of the
proposed change. The effective date of the new rates must be the first day of a billing period,
and the new rates may not apply to service received before the effective date of the new rates.
The statement of intent must include:

(1) the information required by the regulatory authority's

rules;

(2) a billing comparison regarding the existing water rate

and the new water rate computed for the use of:

(A) 10,000 gallons of water; and

(B) 30,000 gallons of water; and

(3) abilling comparison regarding the existing sewer rate

and the new sewer rate computed for the use of 10,000 gallons, unless the utility proposes a flat

rate for sewer services.
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(b) A copy of the statement of intent shall be mailed or delivered to
the appropriate offices of each affected municipality, and to any other affected persons as
required by the regulatory authority's rules.

(c) When the statement of intent is delivered, the utility shall file with
the regulatory authority an application to change rates. The application must include information
the regulatory authority requires by rule. If the utility fails to provide within a reasonable time
after the application is filed the necessary documentation or other evidence that supports the
costs and expenses that are shown in the application, the regulatory authority may disallow the
nonsupported expenses.

(d) If the application or the statement of intent is not substantially
complete or does not comply with the regulatory authority's rules, it may be rejected and the
effective date of the rate change may be suspended until a properly completed application is
accepted by the regulatory authority and a proper statement of intent is provided. The
commission may also suspend the effective date of any rate change if the utility does not have a
certificate of public convenience and necessity or a completed application for a certificate or to
transfer a certificate pending before the commission or if the utility is delinquent in paying the
assessment and any applicable penalties or interest required by Section 5.235(n) of this code.

(e) [(B)] If, before the 91st day [within-60-days] after the effective

date of the rate change, the regulatory authority receives a complaint from any affected

municipality, or from the lesser of 1,000 or 10 percent of the ratepayers of the utility over whose
rates the regulatory authority has original jurisdiction, the regulatory authority shall set the
matter for hearing.

(f) The regulatory authority may set the matter for hearing on its own

motion at any time within 120 days after the effective date of the rate change. If more than half
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of the ratepayers of the utility receive service in a county with a population of more than 2.5
million, the hearing must be held at a location in that county.

(@) The hearing may be informal.

(h) If, after hearing, the regulatory authority finds the rates currently
being charged or those proposed to be charged are unreasonable or in violation of law, the
regulatory authority shall determine the rates to be charged by the utility and shall fix the rates
by order served on the utility.

(i) [€e)] The regulatory authority, pending final action in a rate
proceeding, may order the utility to deposit all or part of the rate increase received or to be
received into an escrow account with a financial institution approved by the regulatory authority.
Unless otherwise agreed to by the parties to the rate proceeding, the utility shall refund or credit
against future bills all sums collected during the pendency of the rate proceeding in excess of the
rate finally ordered plus interest as determined by the regulatory authority.

(j) For good cause shown, the regulatory authority may authorize the
release of funds to the utility from the escrow account during the pendency of the proceeding.

(k) _If the requlatory authority receives at least the number of

complaints from ratepayers required for the requlatory authority to set a hearing under

Subsection (e), the requlatory authority may, pending the hearing and a decision, suspend the

date the rate change would otherwise be effective. The proposed rate may not be suspended for

longer than:
(1) 90 days by a local requlatory authority; or

(2) 150 days by the commission.

() Atany time during the pendency of the rate proceeding the
regulatory authority may fix interim rates to remain in effect until a final determination is made

on the proposed rate.
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(m) If the regulatory authority sets a final rate that is higher than the
interim rate, the utility shall be allowed to collect the difference between the interim rate and
final rate unless otherwise agreed to by the parties to the rate proceeding.

(n) For good cause shown, the requlatory authority may at any time

during the proceeding require the utility to refund money collected under a proposed rate before

the rate was suspended or an interim rate was established to the extent the proposed rate exceeds

the existing rate or the interim rate.

(o) If a[the] regulatory authority other than the commission

establishes interim rates or an escrow account, the regulatory authority must make a final

determination on the rates not later than the first anniversary of [within-335-days-after] the

effective date of the interim rates or escrowed rates or the rates are automatically approved as
requested by the utility.

(p) [€}] Except to implement a rate adjustment provision approved
by the regulatory authority by rule or ordinance, as applicable, or to adjust the rates of a newly
acquired utility system, a utility or two or more utilities under common control and ownership
may not file a statement of intent to increase its rates more than once in a 12-month period,
unless the regulatory authority determines that a financial hardship exists. If the regulatory
authority requires the utility to deliver a corrected statement of intent, the utility is not considered
to be in violation of the 12-month filing requirement.

SECTION 10.07. Subchapter I, Chapter 13, Water Code, is amended
by adding Section 13.343 to read as follows:

Sec. 13.343. WHOLESALE WATER CONTRACTS BETWEEN

CERTAIN AFFILIATES. (a) The owner of a utility that supplies retail water service may not

contract to purchase from an affiliated supplier wholesale water service for any of that owner's

systems unless:
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(1) the wholesale service is provided for not more than 90

days to remedy an emergency condition, as defined by commission rule; or

(2) the executive director determines that the utility cannot

obtain wholesale water service from another source at a lower cost than from the affiliate.

(b) The utility may not purchase groundwater from any provider if:

(1) the source of the groundwater is located in a priority

groundwater management area; and

(2) a wholesale supply of surface water is available.

SECTION 10.08. (a) The changes in law made by this article to
Chapter 13, Water Code, apply to a proceeding in which the Texas Natural Resource
Conservation Commission has not issued a final order before the effective date of this article;
provided, however, that this article does not apply to a retail public utility for which a final order
in any rate proceeding has been issued by the Texas Natural Resource Conservation Commission
prior to January 1, 2001, as long as that retail public utility is the same as, controlled by, or an
affiliate of the retail public utility for which a final order was issued prior to January 1, 2001.
This subsection shall not be construed to permit a public utility to increase rates without
obtaining the approval of the Texas Natural Resource Conservation Commission.

(b) Section 13.343, Water Code, as added by this article, does not
apply to a contract executed before the effective date of this article. A contract executed before
the effective date of this article is governed by the law in effect on the date it was executed, and
that law is continued in effect for that purpose.

ARTICLE 11. MISCELLANEOUS PROVISIONS
SECTION 11.01. Section 26.177, Water Code, is amended by adding

Subsection (h) to read as follows:
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(h) Property subject to a permit or plat in the extraterritorial

jurisdiction of a municipality may not be subjected to new or additional water pollution

requlations if the property is transferred to another municipality's extraterritorial jurisdiction, and

all provisions of Chapter 245, Local Government Code, shall apply to the property. If the release

of extraterritorial jurisdiction for the purpose of transferring it to another municipality results in

property not being subject to any municipality's water pollution regulations on the date of

release, the releasing municipality retains its jurisdiction to enforce its water pollution

requlations until the property is included in the extraterritorial jurisdiction of the receiving

municipality.

SECTION 11.02. Section 26.359, Water Code, is amended to read as
follows:

Sec. 26.359. LOCAL REGULATION OR ORDINANCE. (a) In this

section, "local government" means a school district, county, municipality, junior college district,

river authority, water district or other special district, or other political subdivision created under

the constitution or a statute of this state.

(b) A [This-sube! blish ifiod i :
uhderground-and-surface-water-protectionand-any-tecal] regulation or ordinance adopted by a
local government that imposes standards [is-effective-onhy-to-the-extent-the-regulation-or
erdinance-does-not-conflict- with-the-standards-adopted] for the design, construction, installation,

or operation of underground storage tanks is not valid [under-this-subehapter].
(c) This section does not apply to a rule adopted by the Edwards

Aquifer Authority, or to a requlation or ordinance in effect as of January 1, 2001, or thereafter

amended.
SECTION 11.03. (a) Section 27.051, Water Code, is amended by

adding Subsection (h) to read as follows:
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(h) The commission may not authorize by rule or permit an injection

well that transects or terminates in the Edwards Aquifer. The commission by rule may authorize

injection of groundwater withdrawn from the Edwards Aquifer, or injections of storm water,

flood water, or groundwater through improved sinkholes or caves located in karst topographic

areas. For purposes of this subsection, "Edwards Aquifer" has the meaning assigned by Section

26.046(a).

(b) The change in law made by Subsection (h), Section 27.051, Water
Code, as added by this section, applies only to an application for a permit that is filed with the
Texas Natural Resource Conservation Commission on or after September 1, 2001.

SECTION 11.04. Section 36.121, Water Code, is amended to read as
follows:

Sec. 36.121. LIMITATION ON RULEMAKING POWER OF
DISTRICTS OVER WELLS IN CERTAIN COUNTIES. Except as provided by Section 36.117,
a district that is created under this chapter on or after September 1, 1991, shall exempt from
regulation under this chapter a well and any water produced or to be produced by a well that is
located in a county that has a population of 14,000 or less if the water is to be used solely to
supply a municipality that has a population of 121,000 [$15;008] or less and the rights to the
water produced from the well are owned by a political subdivision that is not a municipality, or
by a municipality that has a population of 100,000 [93;600] or less, and that purchased, owned,
or held rights to the water before the date on which the district was created, regardless of the date
the well is drilled or the water is produced. The district may not prohibit the political subdivision
or municipality from transporting produced water inside or outside the district's boundaries.

ARTICLE 12. NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY
SECTION 12.01. Subsection (a), Section 4.06, Chapter 1029, Acts of

the 76th Legislature, Regular Session, 1999, is amended to read as follows:
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(a) The authority may:
(1) acquire and provide by purchase, gift, [eF] lease,

contract, or any other legal means, a water treatment or supply system, or any other works,

plants, improvements, or facilities necessary or convenient to accomplish the purposes of the

authority, or any interest in those assets, inside of or outside of the authority's boundaries;
(2) design, finance, or construct a water treatment or supply

system, or any other supply systems, or any other works, plants, improvements, or facilities

necessary or convenient to accomplish the purposes of the authority, and provide water services

inside of or outside of the authority's boundaries;

(3) maintain, operate, lease, or sell a water treatment or

supply system, or any other works, plants, improvements, or facilities necessary or convenient to

accomplish the purposes of the authority, that the authority constructs or acquires inside of or

outside of the authority's boundaries; and

(4) contract with any person to operate or maintain a water
treatment or supply system the person owns.
ARTICLE 13. REPORTS; REPEALER; TRANSITION; VALIDATION;
EFFECTIVE DATE
SECTION 13.01. BOARD STUDY AND REPORT ON
FINANCING WATER INFRASTRUCTURE PROJECTS. The Texas Water Development
Board shall consider the reports submitted by the regional planning groups under Subsection (q),
Section 16.053, Water Code, as added by this Act, relating to financing water infrastructure
projects and shall consult with potentially impacted groups and other interested persons
regarding the information reported and the recommendations made by the regional planning

groups. Not later than October 1, 2002, the board shall submit to the legislature a report
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consisting of the regional planning groups' reports and the board's analysis of and
recommendations regarding those reports.

SECTION 13.02. REPEALER. Sections 35.005 and 35.006, Water
Code, are repealed.

SECTION 13.03. TRANSITIONS. (a) The changes in law made by
this Act by amending Section 17.895, Water Code, and adding Section 17.8955, Water Code,
apply only to a conservation loan for which an application is filed on or after the effective date of
this Act. A conservation loan for which an application was filed before the effective date of this
Act is governed by the law in effect immediately before that date, and that law is continued in
effect for that purpose.

(b) Not later than January 1, 2002, the Texas Water Development
Board shall adopt rules to administer Subchapter O, Chapter 15, Water Code, as added by this
Act, including rules establishing procedures for applications for and the award of financial
assistance for water projects, for the investment of funds, and for the administration of the water
infrastructure fund, as created by this Act.

(c) Not later than January 1, 2002, the Texas Water Development
Board shall adopt rules to administer Subchapter P, Chapter 15, Water Code, as added by this
Act, including establishing procedures for the application for and award of loans, the distribution
of loans, the investment of funds, and the administration of loans and the rural water assistance
fund, as created by this Act.

(d) Not later than January 1, 2002, the Texas Water Development
Board shall adopt rules requiring a holder of a surface water permit, certified filing, or certificate
of adjudication for surface water, a holder of a permit for the export of groundwater from a

groundwater conservation district, a retail public water supplier, a wholesale water provider, and

{00185659}



an irrigation district to report to the board information on certain water pipelines and other
facilities that can be used for water conveyance.

(e) The changes in law made by this Act by amending Sections
11.023 and 11.122, Water Code, shall not change the existing priority of any industrial water
right holder on the mainstem of the Rio Grande below Amistad Reservoir who uses or supplies
water to a nursery grower.

(f) If any changes made by this Act to Chapter 36, Water Code,
conflict with changes made to Chapter 36, Water Code, by any other Act passed by the 77th
Legislature, Regular Session, 2001, this Act shall prevail.

SECTION 13.04. FINDINGS RELATED TO PROCEDURAL
REQUIREMENTS. (a) The proper and legal notice of the intention to introduce this Act,
setting forth the general substance of this Act, has been published as provided by law, and the
notice and a copy of this Act have been furnished to all persons, agencies, officials, or entities to
which they are required to be furnished by the constitution and other laws of this state, including
the governor, who has submitted the notice and Act to the Texas Natural Resource Conservation
Commission.

(b) The Texas Natural Resource Conservation Commission has filed
its recommendations relating to this Act with the governor, lieutenant governor, and speaker of
the house of representatives within the required time.

(c) All requirements of the constitution and laws of the state and the
rules and procedures of the legislature with respect to the notice, introduction, and passage of
this Act are fulfilled and accomplished.

SECTION 13.05. SEVERABILITY. If any provision of this Act or

its application to any person or circumstance is held invalid, the invalidity does not affect other
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provisions or applications of this Act that can be given effect without the invalid provision or
application, and to this end the provisions of this Act are declared to be severable.

SECTION 13.06. EFFECTIVE DATE. This Act takes effect
September 1, 2001.
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President of the Senate Speaker of the House

I hereby certify that S.B. No. 2 passed the Senate on April 19, 2001,
by a viva-voce vote; May 23, 2001, Senate refused to concur in House amendments and
requested appointment of Conference Committee; May 24, 2001, House granted request of the

Senate; May 27, 2001, Senate adopted Conference Committee Report by a viva-voce vote.

Secretary of the Senate

I hereby certify that S.B. No. 2 passed the House, with amendments,
on May 22, 2001, by a non-record vote; May 24, 2001, House granted request of the Senate for
appointment of Conference Committee; May 27, 2001, House adopted Conference Committee

Report by a non-record vote.

Chief Clerk of the House

Approved:

Date

Governor
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2001 77(R) S.B. No. 270
Amendment

AN ACT
relating to the meaning of "agricultural crop” for purposes of the exemption of certain wells from
fees charged by the North Harris County Regional Water Authority.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF
TEXAS:
SECTION 1. Section 1.02, Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, is amended by amending Subdivision (11) and adding
Subdivisions (12), (13), and (14) to read as follows:
(11) "Agricultural crop™ means:
(A) afood or fiber commodity [commedities]
grown for resale or commercial purposes that provides [previde] food, clothing, or animal feed;
or

(B) a nursery product or florist item while in the

hands of a nursery grower.

(12) "Florist item" means a cut flower, potted plant,

blooming plant, inside foliage plant, bedding plant, corsage flower, cut foliage, floral decoration,

or live decorative material.

(13) "Nursery grower" means a person who grows, in any

medium, more than 50 percent of the nursery products or florist items that the person either sells

or leases, regardless of the variety sold, leased, or grown. For the purposes of this definition,

"grow" means the actual cultivation or propagation of the nursery product or florist item beyond

the mere holding or maintaining of the item prior to sale or lease and typically includes activities

associated with the production or multiplying of stock such as the development of new plants

from cuttings, grafts, plugs, or seedlings.
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(14) "Nursery product” includes a tree, shrub, vine, cutting,

graft, scion, grass, bulb, or bud that is grown for, kept for, or is capable of propagation and

distribution for sale or lease.

SECTION 2. This Act takes effect September 1, 2001.
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President of the Senate Speaker of the House

I hereby certify that S.B. No. 270 passed the Senate on March 8, 2001,

by the following vote: Yeas 30, Nays 0, one present, not voting.

Secretary of the Senate

I hereby certify that S.B. No. 270 passed the House on May 8, 2001,

by a non-record vote.

Chief Clerk of the House

Approved:

Date

Governor
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2001 77(R) S.B. No. 1444
Amendment
*Relevant sections highlighted in yellow*

AN ACT
relating to the general powers and authority of water districts; providing a penalty.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF
TEXAS:

SECTION 1. Subsection (d), Section 49.054, Water Code, is
amended to read as follows:

(d) If the board appoints a director to serve as treasurer, that director
is not subject to the investment officer training requirements of Chapter 2256 [Section
2256-007], Government Code, unless the director is also appointed as the district's investment
officer under Chapter 2256, Government Code.

SECTION 2. Subsection (a), Section 49.057, Water Code, is
amended to read as follows:

(@) The board shall be responsible for the management of all the
affairs of the district. The district shall employ or contract with all persons, firms, partnerships,
corporations, or other entities, public or private, deemed necessary by the board for the conduct
of the affairs of the district, including, but not limited to, engineers, attorneys, financial advisors,
operators, bookkeepers, tax assessors and collectors, auditors, and administrative staff. The
board may appoint an employee of a firm, partnership, corporation, or other entity with which
the district has contracted to serve as the investment officer of the district under Chapter 2256
[Seetion2256-007], Government Code.

SECTION 3. Subsection (a), Section 49.060, Water Code, is

amended to read as follows:
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(a) A director is entitled to receive fees of office of not more than
$150 [$100] a day for each day the director actually spends performing the duties of a director.
The fees of office may not exceed $6,000 per annum except for directors of a special water
authority which is engaged in the distribution and sale of electric energy to the public.

SECTION 4. Section 49.102, Water Code, is amended by adding a
new Subsection (i) and redesignating existing Subsection (i) as Subsection (j) to read as follows:

(i) Adistrict, at an election required under Subsection (a), may

submit to the qualified voters of the district the proposition of whether a plan as authorized by

Section 49.351 should be implemented or entered into by the district.

() The provisions of this section shall not be applicable to any district
exercising the powers of Chapter 375, Local Government Code, or any district created by a
special Act of the legislature that does not require a confirmation election.

SECTION 5. Section 49.106, Water Code, is amended by adding
Subsection (e) to read as follows:

(e) A district's authorization to issue bonds resulting from an election

held under this section, or any other law that allows for the qualified voters of a district to

authorize the issuance of bonds by a district, remains in effect after the election unless the district

is dissolved or is annexed by another district.

SECTION 6. Section 49.107, Water Code, is amended by adding
Subsection (g) to read as follows:

(g) Sections 26.04, 26.05, and 26.07, Tax Code, do not apply to a tax

levied and collected under this section or an ad valorem tax levied and collected for the payment

of the interest on and principal of bonds issued by a district.

SECTION 7. Section 49.108, Water Code, is amended by amending

Subsection (e) and adding Subsection (f) to read as follows:
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(e) A district that is required under Section 49.181 to obtain approval
by the commission of the district's issuance of bonds must obtain approval by the executive
director before the district enters into an obligation under this section to collect tax for debt that
exceeds three years. This subsection does not apply to contract taxes that are levied to pay for a
district's share of bonds that have been issued by another district and approved by the

commission or for bonds issued by a municipality.

(f)_Sections 26.04, 26.05, and 26.07, Tax Code, do not apply to a tax

levied and collected for payments made under a contract approved in accordance with this

section.
SECTION 8. Subsection (c), Section 49.151, Water Code, is
amended to read as follows:

(¢) The board may [by+esetution] allow disbursements of district

money to be transferred by federal reserve wire system. The board by resolution may allow the

wire transfers to accounts in the name of the district or accounts not in the name of the district.

SECTION 9. Subsection (a), Section 49.155, Water Code, is
amended to read as follows:

(a) The district may pay out of bond proceeds or other available funds
of the district all expenses of the district authorized by this section, including expenses
reasonable and necessary to effect the issuance, sale, and delivery of bonds as determined by the

board, including, but not limited to, the following:

(1) interest during construction [rette-exceed-three-years
afteraceeptance-of-the-project];

(2) capitalized interest not to exceed three years' interest;

(3) reasonable and necessary reserve funds not to exceed
two years' interest on the bonds;

(4) interest on funds advanced to the district;
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(5) financial advisor, bond counsel, attorney, and other
consultant fees;

(6) paying agent, registrar, and escrow agent fees;

(7) right-of-way acquisition;

(8) underwriter's discounts or premiums;

(9) engineering fees, including surveying expenses and plan
review fees;

(10) commission and attorney general fees;

(11) printing costs;

(12) all organizational, administrative, and operating costs
during creation and construction periods;

(13) the cost of investigation and making plans, including
preliminary plans and associated engineering reports;

(14) land required for stormwater control;

(15) costs associated with requirements for federal
stormwater permits; and

(16) costs associated with requirements for endangered
species permits.

SECTION 10. Subsection (b), Section 49.183, Water Code, is
amended to read as follows:

(b) Except for refunding bonds, or bonds sold to a state or federal
agency, [afterany-bends-are-finalhy-appreved-and] before any bonds [they] are sold by a district,
the board shall publish an appropriate notice of the sale:

(1) at least one time not less than 10 days before the date of
sale in a newspaper of general circulation in the county or counties in which the district is

located; and
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(2) at least one time in one or more recognized financial
publications of general circulation in the state as approved by the state attorney general.
SECTION 11. Section 49.184, Water Code, is amended by adding
Subsection (f) to read as follows:

(f) In any proceeding concerning the validity of the creation of a

district or the annexation of property by a district, a certificate of ownership as certified by the

central appraisal district of the county or counties in which the property is located creates a

presumption of ownership, and additional proof of ownership is not required unless there is

substantial evidence in the official deed records of the county in which the property is located to

rebut the presumption. On request by a district, the central appraisal district of the county or

counties in which the district is located shall furnish certificates of ownership and may charge

reasonable fees to recover the actual costs incurred in preparing the certificates.

SECTION 12. Section 49.212, Water Code, is amended by amending
Subsections (a) and (d) and adding Subsection (e) to read as follows:

(@) A district may adopt and enforce all necessary charges, mandatory
fees, or rentals, in addition to taxes, for providing or making available any district facility or

service, including fire-fighting activities provided under Section 49.351.

(d) Notwithstanding any provision of law to the contrary, a district
that charges a fee that is an impact fee as described in Section 395.001(4), Local Government
Code, must comply with Chapter 395, Local Government Code. A charge or fee by a district for
construction, installation, or inspection of a tap or connection to district water, sanitary sewer, or
drainage facilities, including all necessary service lines and meters, or for wholesale facilities
that serve such water, sanitary sewer, or drainage facilities that (i) does not exceed three times
the actual and reasonable costs to the district for such tap or connection, [e#] (ii) if made to a
nontaxable entity for retail or wholesale service, does not exceed the actual costs to the district

for such work and for all facilities that are necessary to provide district services to such entity
{00185659}



and that are financed or are to be financed in whole or in part by tax-supported or revenue bonds

of the district, or (iii) if made by a district for retail or wholesale service on land that at the time

of platting was not being provided with water or wastewater service by the district, shall not be

deemed to be an impact fee under Chapter 395, Local Government Code. A district may pledge

the revenues of the district's utility system to pay the principal of or interest on bonds issued to

construct the capital improvements for which a fee was imposed under this subsection, and

money received from the fees shall be considered revenues of the district's utility system for

purposes of the district's bond covenants.

(e) Chapter 2007, Government Code, does not apply to a tax levied, a

standby fee imposed, or a charge, fee, or rental adopted or enforced by a district under this

chapter, another chapter of this code, or Chapter 395, Local Government Code.

SECTION 13. Section 49.218, Water Code, is amended by adding a
new Subsection (d), relettering existing Subsection (d) as Subsection (f), and adding Subsections
(e) and (g) to read as follows:

(d) A district or water supply corporation may require a service

applicant, as a condition of service, to grant a permanent recorded easement dedicated to the

district or water supply corporation that will provide a reasonable right of access and use to allow

the district or water supply corporation to construct, install, maintain, replace, upgrade, inspect,

and test any facilities necessary to serve that applicant as well as the district's or water supply

corporation's purposes in providing systemwide service. A district or water supply corporation

may not require an applicant to provide an easement for a service line for the sole benefit of

another applicant.

(e) As a condition of service to a new subdivision, a district or water

supply corporation may require a developer to provide permanent recorded easements to and

throughout the subdivision sufficient to construct, install, maintain, replace, upgrade, inspect,
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and test any facilities necessary to serve the subdivision's anticipated service demands on full

occupancy.

(f) A district or water supply corporation may also lease property
from others for its use on such terms and conditions as the board of the district or the board of
directors of the water supply corporation may determine to be advantageous.

(0) Property acquired under this section, or any other law allowing

the acquisition of property by a district or water supply corporation, and owned by a district or

water supply corporation is not subject to assessments, charges, fees, or dues imposed by a

nonprofit corporation under Chapter 204, Property Code.

SECTION 14. Section 49.226, Water Code, is amended to read as
follows:

Sec. 49.226. SALE OR EXCHANGE OF REAL [SURPLUSLAND]
OR PERSONAL PROPERTY. (a) Any personal property valued at more than $300 or any land
or interest in land owned by the district which is found by the board to be surplus and is not
needed by the district may be sold under order of the board either by public or private sale, or the
land, interest in land, or personal property may be exchanged for other land, interest in land, or
personal property needed by the district. Except as provided in Subsection (b), land, interest in
land, or personal property must be exchanged for like fair market value, which value may be
determined by the district.

(b) Any property dedicated to or acquired by the district without
expending district funds may be abandoned or released to the original grantor, the grantor's heirs,
assigns, executors, or successors upon terms and conditions deemed necessary or advantageous
to the district and without receiving compensation for such abandonment or release. District
property may also be abandoned, released, exchanged, or transferred to another district,
municipality, county, countywide agency, or authority upon terms and conditions deemed

necessary or advantageous to the district. Narrow strips of property resulting from boundary or
{00185659}



surveying conflicts or similar causes, or from insubstantial encroachments by abutting property
owners, or property of larger configuration that has been subject to encroachments by abutting
property owners for more than 25 years may be abandoned, released, exchanged, or transferred
to such abutting owners upon terms and conditions deemed necessary or advantageous to the
district. Chapter 272, Local Government Code, does [shaH] not apply to this section
[stbsection].

(c) Before either a public or a private sale of real property [rot
required-by-the-district], the district shall give notice of the intent to sell by publishing notice
once a week for two consecutive weeks in one or more newspapers with general circulation in
the district.

(d) If the district has outstanding bonds secured by a pledge of tax

revenues, the proceeds of the sale of property [rotrequired-by-the-district] shall be applied to
retire outstanding bonds of the district [when-regquired-by-the-district's-applicable-bond
resolutions].

(e) If the district does not have any outstanding bonds, the proceeds
derived from the sale of real or [the] personal property [ortand-retrequired-by-the-district] may
be used for any lawful purpose.

SECTION 15. Subchapter H, Chapter 49, Water Code, is amended by
adding Section 49.234 to read as follows:

Sec. 49.234. PROHIBITION OF CERTAIN PRIVATE ON-SITE

FACILITIES. (a) A district or water supply corporation that operates a wastewater collection

system to serve land within its boundaries by rule may prohibit the installation of private on-site

wastewater holding or treatment facilities on land within the district that is not served by the

district's or corporation's wastewater collection system. A district or corporation that has not

received funding under Subchapter K, Chapter 17, may not require a property owner who has

{00185659}



already installed an on-site wastewater holding or treatment facility to connect to the district's or

corporation's wastewater collection system.

(b) A district or water supply corporation that prohibits an installation

described by Subsection (a) shall agree to pay the owner of a particular tract the costs of

connecting the tract to the district's or corporation's wastewater collection system if the distance

along a public right-of-way or utility easement from the nearest point of the district's or

corporation's wastewater collection system to the boundary line of the tract requiring wastewater

collection services is 300 feet or more, subject to commission rules regarding reimbursement of

those costs.

SECTION 16. Subsection (c), Section 49.271, Water Code, is
amended to read as follows:

(c) The district may adopt minimum criteria for the qualifications of
bidders on its construction contracts and for sureties issuing payment and performance bonds.
For construction contracts over $25,000, the district shall require a person who bids to submit a
certified or cashier's check on a responsible bank in the state equal to at least two percent of the
total amount of the bid, or a bid bond of at least two percent of the total amount of the bid issued
by a surety legally authorized to do business in this state, as a good faith deposit to ensure
execution of the contract. If the successful bidder fails or refuses to enter into a proper contract

with the district, or fails or refuses to furnish the payment and performance bonds [bend]

required by law, the bidder forfeits the deposit. The payment, performance, and bid bonding

requirements of this subsection do not apply to a contract for the purchase of equipment,

materials, or machinery not otherwise incorporated into a construction project.

SECTION 17. Subsections (i) and (j), Section 49.273, Water Code,
are amended to read as follows:

(i) If changes in plans or specifications are necessary after the

performance of the contract is bequn, or if it is necessary to decrease or increase the guantity of
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the work to be performed or of the materials, equipment, or supplies to be furnished, the board

may approve change orders making the changes. The aggregate of the change orders may not

increase the original contract price by more than 10 percent. Additional change [Change] orders

[te-contraets] may be issued only as a result of unanticipated conditions encountered during
construction, repair, or renovation or changes in regulatory criteria or to facilitate project
coordination with other political entities.

(1) The board is not required to advertise or seek competitive bids for

the repair of district facilities if the scope or extent of the repair work cannot be readily

ascertained or if the nature of the repair work does not readily lend itself to competitive bidding

SECTION 18. Subsection (a), Section 49.278, Water Code, is
amended to read as follows:
(a) This subchapter does not apply to:
(1) equipment, materials, or machinery purchased by the
district at an auction that is open to the public;
(2) contracts for personal or professional services or for a
utility service operator;
(3) contracts made by a district engaged in the distribution
and sale of electric energy to the public; [ef]

(4) contracts for services or property for which there is only

one source or for which it is otherwise impracticable to obtain competition; or

(5) high technology procurements.
SECTION 19. Subchapter I, Chapter 49, Water Code, is amended by

adding Section 49.279 to read as follows:
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Sec. 49.279. PREVAILING WAGE RATES. In addition to the

alternative procedures provided by Section 2258.022, Government Code:

(1) adistrict located wholly or partially within one or more

municipalities or within the extraterritorial jurisdiction of one or more municipalities may

determine its prevailing wage rate for public works by adopting the prevailing wage rate of:

(A) one of the municipalities; or

(B) the county in which the district is located or, if

the county in which the district is located has not adopted a wage rate, the prevailing wage rate

of a county adjacent to the county in which the district is located; and

(2) adistrict not located wholly or partially within the

extraterritorial jurisdiction of a municipality may determine the district's prevailing wage rate by

adopting the prevailing wage rate of the county in which the district is located or, if the county in

which the district is located has not adopted a wage rate, the wage rate of a county adjacent to the

county in which the district is located.

SECTION 20. Subsection (b), Section 49.302, Water Code, is
amended to read as follows:

(b) A petition requesting the annexation of a defined area signed by a
majority in value of the owners of land in the defined area, as shown by the tax rolls of the

central appraisal district of the county or counties in which such area is located, or signed by 50

landowners if the number of landowners is more than 50, shall describe the land by metes and
bounds or by lot and block number if there is a recorded plat of the area and shall be filed with
the secretary of the board.

SECTION 21. Subsection (a), Section 49.304, Water Code, is
amended to read as follows:

(a) If the board determines that an exclusion hearing should be held

as provided by Section 49.303(a) or (c), or if a written petition requesting an exclusion hearing is
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filed with the secretary of the board as provided by [#] Section 49.303(b) [49-303], the board
shall give notice of the time and place of a hearing to announce its own conclusions relating to
land or other property to be excluded and to receive petitions for exclusion of land or other
property.

SECTION 22. Subchapter J, Chapter 49, Water Code, is amended by
adding Section 49.315 to read as follows:

Sec. 49.315. ADDING AND EXCLUDING LAND BEFORE

CONFIRMATION. (a) A district may add or exclude land in accordance with this subchapter:

(1) after a district is created by order of the commission or

another governmental entity or by special Act of the legislature; and

(2) before a confirmation election is held as required by

Section 49.102.

(b) If land is added or excluded as provided by this section, the

election to confirm the district required by Section 49.102 shall be to confirm the district as

modified.

SECTION 23. Section 49.351, Water Code, is amended by amending
Subsections (a), (b), and (c) and (g) through (j) and adding Subsection (l) to read as follows:

(a) A district providing potable water or sewer service to household
users may establish, operate, and maintain a fire department to perform all fire-fighting activities

within the district as provided in this subchapter and may issue bonds or impose a mandatory fee,

with voter approval, [bends] for financing a plan approved in accordance with this section, [the

establishment-of-thefire-department] including the construction and purchase of necessary

buildings, facilities, land, and equipment and the provision of an adequate water supply.

(b) After approval of the district electors of a plan to operate, [of]

jointly operate, or jointly fund the operation of a fire department, and after complying with

Subsections (g), (h), and (i), the district or districts shall provide an adequate system and water
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supply for fire-fighting purposes, may purchase necessary land, may construct and purchase

necessary buildings, facilities, and equipment, and may employ or contract with a fire

department to employ all necessary personnel including supervisory personnel to operate the fire

department.

(c) Bonds [issued] for financing a plan approved in accordance with

this section [establishment-ofthefire-department] shall be authorized and may be issued, and a

district shall be authorized to levy a tax to pay the principal of and interest on such bonds, as

provided by law for authorization and issuance of other bonds of the district.

(g) A district or districts proposing to act jointly shall develop a
detailed plan for the establishment, operation, and maintenance of the proposed department,
including a detailed presentation of all financial requirements. If a district is entering into a
contract under Subsection (e), the district shall develop a plan that describes [ir-detai] the
contract and [

providing-the-service-and-that] includes a presentation of the financial requirements under the

contract. A plan required by this subsection may be included in a plan or report otherwise

required by this title for the creation of a district or may be submitted to the commission for

approval at any time after the creation of the district. [Befere-adeption-ef-aplan-and-any-contract

(h) If a plan was not approved by the commission at the time of the

district's creation, after [After] adoption of the plan and any contract by the board, the plan and

financial presentation, together with any contract and a written report in a form prescribed by the
executive director describing existing fire departments and fire-fighting services available within

25 miles of the boundaries of the district, shall be submitted to the executive director for
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consideration by the commission under rules adopted by the commission. [Before-approval-or

the-hearing:] Before the commission approves the application, it must find that it is

economically feasible for the district to implement the plan and meet the provisions of any
contract and shall take into consideration in giving its approval the general financial condition of
the district and the economic feasibility of the district carrying out the plan or meeting the

obligations of the contract. A plan approved by the commission as part of the creation of a

district does not require further commission approval unless the district materially alters the plan.

(i) After approval of a plan by the commission, the district shall

submit to the electors of the district at the election to approve bonds or to impose a mandatory

fee for financing the plan, or if no bonds or fees are to be approved, at an election called for

approval of the plan, which may be held in conjunction with an election required by Section
49.102, the proposition of whether or not the plan should be implemented or entered into by the
district. The ballots at the election shall be printed, as applicable, to provide for voting for or
against the proposition: "The implementation of the plan for (operation/joint operation) of a fire

department™; or "The plan and contract to provide fire-fighting services for the district.”

-] The operation of a

fire department or provision of fire-fighting services is an essential public necessity, and a
district may discontinue any and all services, including water and sewer service, to any person
who fails to timely pay fire department service fees or any other assessment adopted by the

district to support the fire department or the provision of fire-fighting services.
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(1) Notwithstanding the requirements of Subsections (a)-(j), a district

providing potable water or sewer service to household users may as part of its hilling process

collect from its customers a voluntary contribution on behalf of organizations providing

fire-fighting activities to the district. A district that chooses to collect a voluntary contribution

under this subsection must give reasonable notice to its customers that the contribution is

voluntary. Water and sewer service may not be terminated as a result of failure to pay the

voluntary contribution.

SECTION 24. Chapter 49, Water Code, is amended by adding
Subchapter N to read as follows:

SUBCHAPTER N. RECREATIONAL FACILITIES

Sec. 49.461. POLICY AND PURPOSE. (a) The leqgislature finds

that:

(1) the provision of parks and recreational facilities is

necessary and desirable for the health and well-being of the people of this state;

(2) itis the policy of the state and the purpose of this

subchapter to encourage persons in districts to provide parks and recreational facilities for their

use and benefit;

(3) within constitutional limitations, the power to enact laws

vested in the legislature by Section 1, Article 111, Texas Constitution, is supreme;

(4) there is no constitutional inhibition that would prohibit

the legislature from authorizing districts to acquire, own, develop, construct, improve, manage,

operate, and maintain parks and recreational facilities; and

(5) the general legislative power alone is adequate to support

the enactment of this subchapter without reference to any specific constitutional authorization.

(b) This subchapter provides complete authority to a district to

develop and maintain recreational facilities.
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Sec. 49.462. DEFINITIONS. In this subchapter:

(1) "Recreational facilities" means parks, landscaping,

parkways, greenbelts, sidewalks, trails, public right-of-way beautification projects, and

recreational equipment and facilities. The term includes associated street and security lighting.

(2) "Develop and maintain" means to acquire, own, develop,

construct, improve, manage, maintain, and operate.

Sec. 49.463. AUTHORIZATION OF RECREATIONAL

FACILITIES. In addition to the other purposes for which a district is created, a district is created

for the purpose of developing and maintaining recreational facilities for the people in the district.

A district may accomplish this purpose as provided in this subchapter.

Sec. 49.464. ACQUISITION OF AND PAYMENT FOR

RECREATIONAL FACILITIES. (a) A district may not issue bonds supported by ad valorem

taxes to pay for the development and maintenance of recreational facilities.

(b) Except as provided by Subsection (a), a district may acquire

recreational facilities and obtain funds to develop and maintain them in the same manner as

authorized elsewhere in this code for the acquisition, development, and maintenance of other

district facilities. A district may charge fees directly to the users of recreational facilities and to

water and wastewater customers of the district to pay for all or part of the cost of their

development and maintenance. To enforce payment of an unpaid fee charged under this

subsection, the district may:

(1) seek legal restitution of the unpaid fee; and

(2) refuse use of a recreational facility to the person who

owes the unpaid fee.

(c) The district may not refuse use of facilities or services other than

recreational facilities to enforce an unpaid fee.
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Sec. 49.465. STANDARDS. The board by rule shall establish

standards for recreational facilities to be developed and maintained by a district and for the

allocation of a district's funds for developing and maintaining recreational facilities in relation to

a district's financial requirements for other purposes. To prevent duplication of recreational

facilities provided by other governmental entities, rules adopted by the board under this section

must require a district, before developing recreational facilities, to make findings that the size

and location of the facilities have been established in consideration of municipal or county

recreational facilities, whether existing or proposed, that serve or will serve the area in which the

district is located.

SECTION 25. Subsection (a), Section 51.013, Water Code, is
amended to read as follows:

(@) A petition requesting creation of a district shall be signed by a
majority of the persons who hold title to land in the proposed district which represents a total
value of more than 50 percent of the value of all the land in the proposed district as indicated by

the [eounty] tax rolls of the central appraisal district. If there are more than 50 persons holding

title to land in the proposed district, the petition is sufficient if signed by 50 of them.
SECTION 26. Subchapter D, Chapter 51, Water Code, is amended by
adding Section 51.122 to read as follows:

Sec. 51.122. ADOPTING RULES AND REGULATIONS. A district

may adopt and enforce reasonable rules and regulations to:

(1) secure and maintain safe, sanitary, and adequate

plumbing installations, connections, and appurtenances as subsidiary parts of the district's

sanitary sewer system;

(2) preserve the sanitary condition of all water controlled by

the district;
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(3) prevent waste or the unauthorized use of water controlled

by the district;

(4) requlate privileges on any land or any easement owned

or controlled by the district; or

(5) provide and requlate a safe and adequate freshwater

distribution system.

SECTION 27. Chapter 51, Water Code, is amended by adding
Subchapter E to read as follows:

SUBCHAPTER E. ENFORCEMENT

Sec. 51.221. PENALTY FOR VIOLATION OF REGULATION. A

person who violates a requlation adopted by a district under this chapter or other law commits an

offense. An offense under this section is a Class C misdemeanor.

SECTION 28. Section 53.021, Water Code, is amended to read as
follows:

Sec. 53.021. OFFICERS TO BE ELECTED. In the election, five
supervisors [and-the-tax-assessor-and-coHector] are elected.

SECTION 29. Section 54.014, Water Code, is amended to read as
follows:

Sec. 54.014. PETITION. When it is proposed to create a district, a
petition requesting creation shall be filed with the commission. The petition shall be signed by a
majority in value of the holders of title of the land within the proposed district, as indicated by

the [eeunty] tax rolls of the central appraisal district. If there are more than 50 persons holding

title to the land in the proposed district, as indicated by the [eounty] tax rolls of the central

appraisal district, the petition is sufficient if it is signed by 50 holders of title to the land.

SECTION 30. Section 54.236, Water Code, is amended to read as

follows:
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Sec. 54.236. Street or Security Lighting. Subject to the provisions of

this section, a district may purchase, install [aceept], operate, and maintain street lighting or

security lighting within public utility easements or public rights-of-way within the boundaries of

eode:] A district may not issue bonds supported by ad valorem taxes to pay for the purchase,

installation, [develepment] and maintenance of street or security lighting.

SECTION 31. Subdivision (1), Section 54.772, Water Code, is
amended to read as follows:
(1) "Recreational facilities" means parks, landscaping,

parkways, greenbelts, sidewalks, trails, public right-of-way beautification projects, and

recreational equipment and facilities. The term includes associated street and security lighting.

SECTION 32. Subsection (a), Section 54.774, Water Code, is
amended to read as follows:

(@) A district may not issue bonds supported by ad valorem taxes to

pay for the development and maintenance of recreational facilities.

SECTION 33. Subsection (a), Section 57.092, Water Code, is
amended to read as follows:

(@) The district may enter into all necessary and proper contracts and
employ all persons and means necessary to purchase, acquire, build, construct, complete, carry
out, maintain, protect, and, in case of necessity, add to and rebuild all works and improvements
[within-the-district] necessary or proper to fully accomplish a reclamation plan lawfully adopted
for the district.

SECTION 34. Subchapter D, Chapter 57, Water Code, is amended by

adding Section 57.093 to read as follows:
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Sec. 57.093. ADOPTING RULES AND REGULATIONS. A district

may adopt and enforce reasonable rules and regulations to:

(1) preserve the sanitary condition of all water controlled by

the district;

(2) prevent waste or the unauthorized use of water controlled

by the district;

(3) requlate privileges on any land or any easement owned

or controlled by the district;

(4) regulate the design and construction of improvements

and facilities that outfall, connect, or tie into district improvements and facilities; or

(5) require the district's review and approval of drainage

plans for property within the district.

SECTION 35. Subchapter B, Chapter 101, Civil Practice and
Remedies Code, is amended by adding Section 101.0211 to read as follows:

Sec. 101.0211. NO LIABILITY FOR JOINT ENTERPRISE. The

common law doctrine of vicarious liability because of participation in a joint enterprise does not

impose liability on a water district created pursuant to either Sections 52(b)(1) and (2), Article

111, or Section 59, Article XVI, Texas Constitution, regardless of how created, for a claim

brought under this chapter.

SECTION 36. Subchapter B, Chapter 402, Local Government Code,
is amended by adding Section 402.0205 to read as follows:
Sec. 402.0205. REVENUE BONDS TO PAY FOR DISTRICT

SERVICES UNDER CONTRACT. (a) In this section, "district" has the meaning assigned by

Section 49.001, Water Code.

(b) If a district contracts with a municipality to provide all or part of

the water or wastewater services to the municipality, the municipality may issue bonds payable
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from the revenues of its water and wastewater system to provide funds to make payments owed

by the municipality to the district under the contract.

SECTION 37. Subchapter Z, Chapter 402, Local Government Code,
is amended by adding Section 402.908 to read as follows:
Sec. 402.908. SALE OF WATER OR SEWER SYSTEM. A

municipality, without an election, may sell to a water district operating under the authority of

Section 59, Article XVI, Texas Constitution, a water or sewer system owned by the municipality.

SECTION 38. Subchapter Z, Chapter 402, Local Government Code,
is amended by adding Section 402.909 to read as follows:
Sec. 402.909. PROHIBITED EMPLOYMENT OF OR

CONTRACTING WITH FORMER TRUSTEE OR BOARD MEMBER. (a) This section

applies to a municipality that creates a board of trustees or other hoard to manage and control a

water, wastewater, storm water, or drainage utility system that the municipality owns.

(b) The municipality or a board of trustees or other board described

by Subsection (a) may not employ or contract with an individual who was a member of the board

before the second anniversary of the date the individual ceased to be a member of the board.

SECTION 39. Subsections (a) and (b), Section 4.03, Chapter 1029,
Acts of the 76th Legislature, Regular Session, 1999, are amended to read as follows:
(@) The authority may establish fees, rates, and charges, and

classifications of fee and rate payers, as necessary to enable the authority to fulfill the authority's

purposes and regulatory obligations provided by this Act.

(b) The authority may charge against the owner of a well located in
the authority's boundaries a fee on the amount of water pumped from the well. The board shall
establish the rate of a fee under this subsection only after a special meeting on the fee. The board

shall by rule exempt from the fee under this subsection those classes of wells that are not subject

to groundwater reduction requirements imposed by the subsidence district, except that if any of
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those classes of wells become subject at a future date to a groundwater reduction requirement

imposed by the subsidence district, then the authority may after that date charge the fee under

this subsection to those affected classes of wells. The board by rule may exempt any other

classes of wells from the fee under this subsection. The board may not apply the fee to a well:
(1) with a casing diameter of less than five inches that serves
a single-family dwelling;
(2) regulated under Chapter 27, Water Code;
(3) used for irrigation of agricultural crops; or
{(4) [thatproducestO-mithon-galons-ortessannuathyor
[€5)] used solely for electric generation.
SECTION 40. Subsection (a), Section 4.06, Chapter 1029, Acts of the
76th Legislature, Regular Session, 1999, is amended to read as follows:
(@) The authority may:
(1) acquire and provide by purchase, gift, [ef] lease,

contract, or any other legal means, a water treatment or supply system, or any other works,

plants, improvements, or facilities necessary or convenient to accomplish the purposes of the

authority, or any interest in those assets, inside of or outside of the authority's boundaries;

(2) design, finance, or construct a water treatment or supply

system, or any other supply systems, or any other works, plants, improvements, or facilities

necessary or convenient to accomplish the purposes of the authority, and provide water services
inside of or outside of the authority's boundaries;
(3) maintain, operate, lease, or sell a water treatment or

supply system, or any other works, plants, improvements, or facilities necessary or convenient to

accomplish the purposes of the authority, that the authority constructs or acquires inside of or

outside of the authority's boundaries; and
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(4) contract with any person to operate or maintain a water
treatment or supply system the person owns.

SECTION 41. Sections 53.024, 57.152, and 57.153, Water Code, are
repealed.

SECTION 42. (a) In this section "district” means a conservation and
reclamation district created under Section 52, Article 111, and Section 59, Article XVI, Texas
Constitution.

(b) The following are validated and confirmed in all respects:

(1) the creation of a district and all proceedings related to the
creation of the district, effective as of the date on which the creation or related proceedings
occurred; and

(2) any act or proceeding of a district, including an election,
not excepted by this section and taken not more than two years before the effective date of this
Act, effective as of the date on which the act or proceeding occurred.

(c) Subsection (b) of this section does not apply to:

(1) an act, proceeding, director, other official, bond, or other
obligation the validity of which or of whom is the subject of litigation that is pending on the
effective date of this Act; or

(2) a governmental act or proceeding that, under the law of
this state at the time the act or proceeding occurred, was a misdemeanor or a felony.

SECTION 43. This Act takes effect immediately if it receives a vote
of two-thirds of all the members elected to each house, as provided by Section 39, Article I,
Texas Constitution. If this Act does not receive the vote necessary for immediate effect, this Act

takes effect September 1, 2001.
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President of the Senate Speaker of the House

I hereby certify that S.B. No. 1444 passed the Senate on
April 23, 2001, by the following vote: Yeas 29, Nays 0, one present not voting; May 18, 2001,
Senate refused to concur in House amendments and requested appointment of Conference
Committee; May 21, 2001, House granted request of the Senate; May 26, 2001, Senate adopted

Conference Committee Report by the following vote: Yeas 30, Nays 0, one present not voting.

Secretary of the Senate

I hereby certify that S.B. No. 1444 passed the House, with
amendments, on May 15, 2001, by the following vote: Yeas 139, Nays 0, two present not voting;
May 21, 2001, House granted request of the Senate for appointment of Conference Committee;
May 26, 2001, House adopted Conference Committee Report by the following vote: Yeas 143,

Nays 0, two present not voting.

Chief Clerk of the House

Approved:

Date

Governor
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2003 78(R) S.B. No. 1725
Amendment

AN ACT
relating to the North Harris County Regional Water Authority.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Subsection (d), Section 1.03, Chapter 1029, Acts of the 76th Legislature,
Regular Session, 1999, is amended to read as follows:

(d) Except to the extent the authority agrees in writing, a municipality's annexation of

territory within the authority has no effect on the authority's ability to assess and collect inside

the territory annexed by the municipality the types of fees, rates, charges, or special assessments

that the authority was assessing and collecting at the time the municipality initiated the

annexation; provided, however, that the authority's ability to assess and collect such fees, rates,

charges, or special assessments shall terminate on the later to occur of (i) the date of final

payment or defeasance of any bonds or other indebtedness, including any refunding bonds, that

are secured by such fees, rates, charges, or special assessments, or (ii) the date that the authority

no longer provides services inside the annexed territory. [On-amunicipality's-annexation-ofany
v-] The

authority shall continue to provide services to the annexed territory in accordance with contracts
in effect at the time of the annexation unless a written agreement between the board and the
governing body of the municipality provides otherwise.

SECTION 2. Subsection (c), Section 2.02, Chapter 1029, Acts of the 76th Legislature,
Regular Session, 1999, is amended to read as follows:

(¢) Inthe manner described by Section 49.103(d), Water Code, the board shall redraw
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the single-member voting districts as required by law as soon as practicable after:

(1) each federal decennial census; and

(2) any change in the boundaries of the authority which increases the total area of

the authority by more than 20 percent.

SECTION 3. Section 4.10, Chapter 1029, Acts of the 76th Legislature, Regular Session,
1999, is amended by adding Subsection (d) to read as follows:

(d) Notwithstanding any inconsistent provision of general law or of a home-rule

municipal charter or ordinance, the authority and a municipality may enter into a contract of

unlimited duration.

SECTION 4. Subsections (a) and (c), Section 5.05, Chapter 1029, Acts of the 76th
Legislature, Regular Session, 1999, are amended to read as follows:
(@) The authority may [shal] develop a procedure for cooperatively funding a project of

the authority with money from other political subdivisions located entirely [districts] inside [ef]

the authority's boundaries, and may develop a procedure for cooperatively funding a project of

the authority with money from political subdivisions located in whole or in part outside the

authority's boundaries, water supply corporations, or other private entities, if the authority project

fulfills a governmental purpose of both the authority and other political subdivisions, or fulfills a

governmental purpose of the authority that the authority determines would be furthered by

cooperative funding from a private entity [distriets].

(c) A political subdivision [distriet] may enter into a contract with the authority for the

political subdivision [istriet] to finance a portion of the proposed project with the political

subdivision's [istrict's] resources instead of using only the proceeds from bonds of the authority
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for that purpose. The contract must be executed before the authority issues the bonds. As
provided in the contract, the authority may [must]:

(1) reduce the value of the bond issuance to the degree that the political
subdivision [distriet] provides project funding; and

(2) credit the political subdivision [district] for its contribution to the project

financing and adjust the allocation of revenue pledged to the payment of the bonds so that the
authority avoids using, to a degree reasonably commensurate with the contribution, revenue from

the political subdivision [eistrict] to service the authority's bond debt or interest.

SECTION 5. Subsection (b), Section 5.05, Chapter 1029, Acts of the 76th Legislature,
Regular Session, 1999, is repealed.

SECTION 6. The change in law made by Subsection (d), Section 4.10, Chapter 1029,
Acts of the 76th Legislature, Regular Session, 1999, as added by this Act, applies only to a
contract between the North Harris County Regional Water Authority and a municipality that was
entered into after January 1, 2002.

SECTION 7. This Act takes effect immediately if it receives a vote of two-thirds of all
the members elected to each house, as provided by Section 39, Article 111, Texas Constitution. If
this Act does not receive the vote necessary for immediate effect, this Act takes effect September

1, 2003.
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President of the Senate Speaker of the House

| hereby certify that S.B. No. 1725 passed the Senate on May 1, 2003, by the following
vote: Yeas 31, Nays 0; and that the Senate concurred in House amendments on May 30, 2003,
by the following vote: Yeas 31, Nays 0.

Secretary of the Senate

| hereby certify that S.B. No. 1725 passed the House, with amendments, on May
28, 2003, by the following vote: Yeas 144, Nays 0, two present not voting.

Chief Clerk of the House

Approved:

Date

Governor

{00185659}



2005 79(R) H.B. No. 1208
Amendment
*Relevant sections highlighted in yellow*
AN ACT
relating to a limitation on the use of eminent domain by certain conservation and reclamation
districts.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Subchapter D, Chapter 54, Water Code, is amended by adding Section

54.209 to read as follows:

Sec. 54.209. LIMITATION ON USE OF EMINENT DOMAIN. A district may not

exercise the power of eminent domain outside the district boundaries to acquire:

(1) a site for a water treatment plant, water storage facility, wastewater treatment

plant, or wastewater disposal plant;

(2) asite for a park, swimming pool, or other recreational facility except a trail;

(3) a site for a trail on real property designated as a homestead as defined by

Section 41.002, Property Code; or

(4) an exclusive easement through a county regional park.

SECTION 2. Section 4.08, Chapter 1029, Acts of the 76th Legislature, Regular Session,
1999, is amended by adding Subsection (f) to read as follows:

(f) Section 54.209, Water Code, does not apply to the district.
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SECTION 3. The change in law made by this Act does not affect an eminent domain
action initiated before the effective date of this Act. Such an action is governed by the law in
effect when the action was initiated, and the former law is continued in effect for that purpose.

SECTION 4. This Act takes effect immediately if it receives a vote of two-thirds of all
the members elected to each house, as provided by Section 39, Article 111, Texas Constitution. If
this Act does not receive the vote necessary for immediate effect, this Act takes effect September

1, 2005.
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President of the Senate Speaker of the House

I certify that H.B. No. 1208 was passed by the House on May 4, 2005, by the following
vote: Yeas 142, Nays 1, 1 present, not voting; and that the House concurred in Senate
amendments to H.B. No. 1208 on May 26, 2005, by the following vote: Yeas 143, Nays 0, 2

present, not voting.

Chief Clerk of the House
| certify that H.B. No. 1208 was passed by the Senate, with amendments, on May 23,

2005, by the following vote: Yeas 31, Nays 0.

Secretary of the Senate

APPROVED:

Date

Governor
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2005 79(R) S.B. No. 331
Amendment

AN ACT
relating to the powers and duties of the North Harris County Regional Water Authority.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Subsection (c), Section 2.02, Chapter 1029, Acts of the 76th Legislature,
Regular Session, 1999, is amended to read as follows:
(¢) In the manner described by Section 49.103(d), Water Code, the board shall redraw
the single-member voting districts [as+eguired-by-law] as soon as practicable after[:
[€5)] each federal decennial census[;] and as otherwise required by law
[
of-the-authority-by-mere-than-20-percent].

SECTION 2. Section 4.10, Chapter 1029, Acts of the 76th Legislature, Regular Session,

1999, is amended by adding Subsections (e) through (k) to read as follows:

(e) The authority may expedite the financing and construction of a surface water delivery

system, or other projects of the authority to accomplish a conversion from reliance on

groundwater to reliance on surface water not later than the earlier of:

(1) the date required by the subsidence district; or

(2) the date determined by the board to be in the interest of the authority or one or

more districts inside or outside the authority.

()(1) In this section, "surface water delivery system" includes a facility that is to be

constructed and that will be:
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(A) used to transport groundwater between utility districts;

(B) used temporarily to transport groundwater between utility districts if

there is a reasonable probability that the facility will be used for that purpose on a permanent

basis in the future; or

(C) necessary to accomplish an authority purpose, including management

of water, water conservation, or water reuse.

(2) For purposes of Subsections (e)-(k), "surface water delivery system" does not

include the use of the bed and banks to transport water or wastewater.

(q) It is the intent of the legislature that the commission cooperate with and assist the

authority in developing a surface water delivery system or other authority project in an expedited

manner as provided by Subsection (¢). The commission may grant conditional approval of a

construction project or waive a requirement of any law or commission rule with respect to a

construction project, if the conditional approval or waiver does not compromise public health or

safety.

(h) If the commission grants conditional approval of or a waiver for a construction

project, the authority shall make any subsequent changes in the construction project necessary to

protect the public health or safety that the commission requires.

(i) The commission may not require as a condition for approving an authority

construction project that the authority enter into a contract with another person. The authority

may meet its obligations under commission rules that require that certain issues be addressed by

contract by adopting rules that address those issues and that allocate responsibility as necessary

between the authority and a district or person within the boundaries of the authority.
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(1) The commission and the authority may enter into a memorandum of understanding

that relates to the construction of a surface water delivery system. The memorandum of

understanding may:

(1) establish standard procedures for the commission to grant conditional or final

approval of authority construction projects;

(2) establish standing waivers or conditions applicable to those construction

projects;

(3) if the delegation does not violate federal law and is not inconsistent with any

agreement of this state with, or any delegation of authority to this state from, the United States

Environmental Protection Agency, delegate powers to the authority to carry out any commission

duty relating to an activity that the authority may undertake;

(4) set minimum standards for construction or other projects; or

(5) address any other matter that relates to an activity that the authority may

undertake and that the commission may requlate.

(k) To comply with commission rules that would require the authority to state specific

amounts of water that may or will be provided to another entity receiving water from the

authority, the authority may state the amount in ranges that the authority may change on prompt

notification to the commission.

SECTION 3. Chapter 1029, Acts of the 76th Legislature, Regular Session, 1999, is
amended by adding Section 5.01A to read as follows:

Sec. 5.01A. ANTICIPATION NOTES AND BONDS. (a) The board may issue

negotiable revenue anticipation notes or negotiable bond anticipation notes to borrow the money
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needed by the authority without advertising or giving notice of the sale. The board may also

issue negotiable combination revenue and bond anticipation notes. Negotiable combination

revenue and bond anticipation notes may contain any term authorized under this section for

revenue anticipation notes or bond anticipation notes. Any note issued must mature not later

than one year after its date of issuance.

(b) A revenue anticipation note may be issued to enable the authority to carry out any

purpose authorized by this Act. A revenue anticipation note must be secured by the proceeds of

revenues to be collected by the authority in the 12-month period following the date of issuance of

the note. The board may covenant with the purchasers of the notes that the board will charge and

collect sufficient revenues to pay the principal of and interest on the notes and pay the cost of

collecting the revenues.

(c) A bond anticipation note may be issued for any purpose for which a bond of the

authority may be issued or to refund previously issued revenue or bond anticipation notes. The

authority may covenant with the purchasers of the bond anticipation notes that the authority will

use the proceeds of the sale of any bonds in the process of issuance for the purpose of refunding

the bond anticipation notes, in which case the board shall use the proceeds received from the sale

of the bonds in the process of issuance to pay the principal, interest, or redemption price on the

bond anticipation notes.

(d) For purposes of Section 1202.007, Government Code, a note issued under this

section is considered to be payable only out of:

(1) current revenues collected in the year the note is issued; or

(2) the proceeds of other public securities.
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SECTION 4. This Act takes effect immediately if it receives a vote of two-thirds of all
the members elected to each house, as provided by Section 39, Article 111, Texas Constitution. If
this Act does not receive the vote necessary for immediate effect, this Act takes effect September

1, 2005.

President of the Senate Speaker of the House

| hereby certify that S.B. No. 331 passed the Senate on April 14, 2005, by the following
vote: Yeas 31, Nays 0; and that the Senate concurred in House amendment on May 27, 2005, by

the following vote: Yeas 29, Nays 0.

Secretary of the Senate

I hereby certify that S.B. No. 331 passed the House, with amendment, on May 25, 2005,

by the following vote: Yeas 144, Nays 0, two present not voting.

Chief Clerk of the House

Approved:

Date

Governor

{00185659}



2011 82(R) H.B. No. 2418
Amendment
AN ACT
relating to the territory, board of directors, and powers of the North Harris County Regional
Water Authority.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 1.03, Chapter 1029, Acts of the 76th Legislature, Regular Session,
1999, is amended by amending Subsection (b) and adding Subsections (b-1), (b-2), (), (g), and
(h) to read as follows:

(b) The authority includes the [enby-that] territory described by Subsection (a) of this

section only if that territory is also in one or more of the following state representative districts
as described by Article 11, Chapter 2, Acts of the 72nd Legislature, 3rd Called Session, 1992
(Article 11, Article 195a-11, Vernon's Texas Civil Statutes), as the districts existed on the
effective date of this Act:

(1) District 127,

(2) District 126;

(3) District 130;

(4) District 135; and

(5) District 150.

(b-1) The authority also includes the territory of the following districts:

(1) Harris County Municipal Utility District No. 16;

(2) Harris County Municipal Utility District No. 26:

{00185659}



(3) Harris County Municipal Utility District No. 233;

(4) Richey Road Municipal Utility District;

(5) Harris County Water Control and Improvement District No. 109;

(6) Inverness Forest Improvement District; and

(7) Memorial Hills Utility District.

(b-2) The territory of the authority does not include property that lies within the

boundaries of a local government, other than the authority, if:

(1) the local government had a groundwater reduction plan approved by the

subsidence district before January 1, 2010; and

(2) the property was included in the local government's approved groundwater

reduction plan on January 1, 2010.

(f) Territory annexed by a local government located in the authority becomes territory of

the authority on the effective date of the annexation, unless the annexed territory is included in

another local government's approved groundwater reduction plan as of the effective date of the

annexation. The authority by rule may require the local government to send to the authority:

(1) written notice of the effective date of an annexation; and

(2) copies of documents describing the annexed land and describing the new

boundaries of the local government.

(q) If territory is added to the service area of a person owning a water system located in

the authority, the territory becomes territory of the authority on the effective date of the

territory's addition to the service area, unless the added territory is included in another local

government's approved groundwater reduction plan as of the effective date of the addition. The
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authority by rule may require the person to send to the authority:

(1) written notice of the effective date of an addition of territory; and

(2) copies of documents describing the added territory and describing the new

boundaries of the person's service area.

(h) The annexation or addition of territory to the authority under this section does not

affect the validity of bonds issued by the authority.

SECTION 2. Section 1.05, Chapter 1029, Acts of the 76th Legislature, Regular Session,
1999, is amended by adding Subsection (c) to read as follows:

(c) The following laws do not apply to the authority:

(1) Chapter 36, Water Code;

(2) Section 49.052, Water Code; and

(3) Sections 49.451-49.455, Water Code.

SECTION 3. Section 2.03, Chapter 1029, Acts of the 76th Legislature, Regular Session,

1999, is amended to read as follows:

Sec. 2.03. SERVICE OF DIRECTORS. Directors [(a)—Femporary-directors—serve-unt

[(e)—Permanent-directors] serve staggered four-year terms.
[(eh—A-directorserves-until-the-directors-suceessor-has-quatified:]
SECTION 4. The heading to Section 4.04, Chapter 1029, Acts of the 76th Legislature,

Regular Session, 1999, is amended to read as follows:
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Sec. 4.04. CIVIL PENALTY:; CIVIL ACTION; INJUNCTION.

SECTION 5. Section 4.04, Chapter 1029, Acts of the 76th Legislature, Regular Session,
1999, is amended by adding Subsections (b-1) and (e) to read as follows:

(b-1) The authority may bring an action in a district court against a district, other

political subdivision, or other person located in the authority's territory or included in the

authority's groundwater reduction plan to:

(1) recover any fees, rates, charges, assessments, collection expenses, attorney's

fees, interest, penalties, or administrative penalties due the authority; or

(2) enforce the authority's rules or orders.

(e) Governmental immunity from suit or liability of a district or other political

subdivision is waived for the purposes of an action described by Subsection (b-1) of this section.

SECTION 6. The following sections of Chapter 1029, Acts of the 76th Legislature,

Regular Session, 1999, are repealed:
(1) Section 2.04;
(2) Section 2.05; and
(3) Section 2.07.

SECTION 7. (a) The legal notice of the intention to introduce this Act, setting forth the
general substance of this Act, has been published as provided by law, and the notice and a copy
of this Act have been furnished to all persons, agencies, officials, or entities to which they are
required to be furnished under Section 59, Article XVI, Texas Constitution, and Chapter 313,
Government Code.

(b) The governor, one of the required recipients, has submitted the notice and Act to the
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Texas Commission on Environmental Quality.

(c) The Texas Commission on Environmental Quality has filed its recommendations
relating to this Act with the governor, the lieutenant governor, and the speaker of the house of
representatives within the required time.

(d) All requirements of the constitution and laws of this state and the rules and
procedures of the legislature with respect to the notice, introduction, and passage of this Act are
fulfilled and accomplished.

SECTION 8. This Act takes effect immediately if it receives a vote of two-thirds of all
the members elected to each house, as provided by Section 39, Article 111, Texas Constitution. If
this Act does not receive the vote necessary for immediate effect, this Act takes effect September

1, 2011.
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President of the Senate Speaker of the House

| certify that H.B. No. 2418 was passed by the House on April 7, 2011, by the following

vote: Yeas 144, Nays 0, 1 present, not voting.

Chief Clerk of the House

| certify that H.B. No. 2418 was passed by the Senate on May 19, 2011, by the following

vote: Yeas 31, Nays 0.

Secretary of the Senate

APPROVED:

Date

Governor
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2013 83(R) H.B. No. 3934
Amendment
AN ACT
relating to powers of the North Harris County Regional Water Authority relating to certain wells.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 4.03, Chapter 1029, Acts of the 76th Legislature, Regular Session,
1999, is amended by adding Subsection (e) to read as follows:

(e) Notwithstanding any other law, the authority may impose a charge under Subsection

(b) on a well or class of wells located within the boundaries of the authority that, on or after June

30, 2013:

(1) ceases to he subject to a groundwater reduction requirement imposed by the

subsidence district; or

(2) is no longer subject to the requlatory provisions, permitting requirements, or

jurisdiction of the subsidence district.

SECTION 2. The North Harris County Regional Water Authority retains all rights,
powers, privileges, authorities, duties, and functions that it had before the effective date of this
Act.

SECTION 3. (a) The legislature validates and confirms all governmental acts and
proceedings of the North Harris County Regional Water Authority that were taken before the
effective date of this Act.

(b) This section does not apply to any matter that on the effective date of this Act:

(1) is involved in litigation if the litigation ultimately results in the matter being
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held invalid by a final court judgment; or
(2) has been held invalid by a final court judgment.

SECTION 4. (a) The legal notice of the intention to introduce this Act, setting forth the
general substance of this Act, has been published as provided by law, and the notice and a copy
of this Act have been furnished to all persons, agencies, officials, or entities to which they are
required to be furnished under Section 59, Article XVI, Texas Constitution, and Chapter 313,
Government Code.

(b) The governor, one of the required recipients, has submitted the notice and Act to the
Texas Commission on Environmental Quality.

(c) The Texas Commission on Environmental Quality has filed its recommendations
relating to this Act with the governor, the lieutenant governor, and the speaker of the house of
representatives within the required time.

(d) All requirements of the constitution and laws of this state and the rules and
procedures of the legislature with respect to the notice, introduction, and passage of this Act are
fulfilled and accomplished.

SECTION 5. This Act takes effect immediately if it receives a vote of two-thirds of all
the members elected to each house, as provided by Section 39, Article 111, Texas Constitution. If
this Act does not receive the vote necessary for immediate effect, this Act takes effect September

1, 2013.
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President of the Senate Speaker of the House

| certify that H.B. No. 3934 was passed by the House on May 10, 2013, by the following

vote: Yeas 142, Nays 1, 2 present, not voting.

Chief Clerk of the House

| certify that H.B. No. 3934 was passed by the Senate on May 22, 2013, by the following

vote: Yeas 31, Nays 0.

Secretary of the Senate

APPROVED:

Date

Governor
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General Information

County: Harris
Name of Entity: North Harris Co Regional WA

System Contact Physical Address

Address 1: 3648 Cypress Creek Parkway, Ste 110
Address 2:

City: Houston

State: TX

Zip: 77068-3609

Phone: (281) 440-3924

Fax: (281) 440-4104

Website: www.nhcrwa.org

System Contact Mailing Address

Address 1: 3648 Cypress Creek Parkway, Ste 110
Address 2:

City: Houston

State: TX

Zip: 77068-3609

Description
Brief description of the project: Remainder of NHCRWA 2025 Distribution System

Officers/Members

Applicant's Officers and Members

Alan J. Rendl
President, Director of District 4

James D. Pulliam
Treasurer, Director of District 3

Lenox A. Sigler
Secretary, Director of District 2



Kelly P. Fessler

Vice President, Director of District 5

Ron Graham

Assistant Secretary, Director of District 1

Jimmie Schindewolf, P.E.

General Manager

Primary Contact

Name: Mark Evans

Title: Planning & Governmental Affairs Director
Address 1: 3648 Cypress Creek Parkway
Address 2: Suite 110

City: Houston
State: TX
Zip: 77068-3609

Phone: (281) 440-3924
Fax: (281) 440-4104

Email: mevans@nhcrwa.com

Applicant's Contributors

Contributor Type Firm | Contact Address Phone Fax Email
Name Name
Applicant AECOM |Steve 19219 Katy 281-675-|281-646-|Steve.Berckenhoff
Engineer Bercken |Freeway, Ste 100 |1859 2401 @aecom.com
hoff Houston
TX
77094-1009
Bond Counsel Orrick  |Jerry V. |300 West 6th St., |512-575-|512-582-|jkyle@orrick.com
Herringt |Kyle, Jr. |Ste 1850 6001 6949
on & Austin
Sutcliffe TX
LLP 78701-3956
Financial Advisor |The John 5075 Westheimer, |713-626-|713-626-|jhowell@gmsgrou
GMS Howell |Ste 1175 3552 3347 p.com
Group Houston
TX
77056-5675
Certified Public North Cyndi 3648 Cypress 281-440-|281-440-|cyndi@nhcrwa.co
Accountant (or Harris  |Plunkett |Creek Parkway, |[3924 4104 m
other appropriate |County Ste 110
rep Regional Houston
Water X
Autho 77068-3609




Legal Counsel Radcliffe |Jonatha {2929 Allen 713-237-|713-237-|jpolley@rbaplaw.c
Bobbitt |n D. Parkway, Ste 1221 1313 om
Adams |[Polley |3450
Polley, Houston
PLLC TX
77019-7120
Any other Freese |Michael (10497 Town and |713-600-|817-735-mvr@freese.com
Contributor and Reedy, |Country Way, Ste |6828 7491
representing the  [Nichols, |P.E. 600
Applicant before |Inc. Houston
the board TX
77024-1133
Any other RBC Gene 1001 Fannin St., |713-651-|713-651-|eugene.shepherd
Contributor Capital |Shepher |Ste 1200 3338 3347 @rbccm.com
representing the |Markets |d Houston
Applicant before TX
the board 77002-6742

Contributor Contracts (documents follow this page)

879906

Application Engineer

879907

Bond Counsel
879908

Financial Advisor
879909

Certified Public Accountant

879910

Legal Counsel
879911

Engineer
1038851
Financial Advisor




Agreement between North Harris County Regional Water Authority
and

Turner Collie & Braden, Inc.



BOARD OF DIRECTORS
Lenox A. Sigler, President
James D. Pulliam, Vice Presidernt
Ron Graham, Secretary

Alan J. Rendl, Asst. Secretary
Kelly . Fessler, Treasurer

Jimrnie Schindewolf, PE. ' February 7, 2003
General Manager ’

Mr. Min Chu, P.E.

Sentor Vice President
Turner, Collie & Braden Inc.
P.O. Box 130089

Houston, Texas 77219

Re:  Transmittal of Agreement For Professional Engineering Services

Dear Mr. Chu:

Transmitted herewith please find two fully executed duplicate originals of the Agreement
For Professional Engineering Services (Engineering Management Services) between the North
Harris County Regional Water Authority (the “Authority”) and Turner Collie & Braden Inc. (the
“Engineer”). This Agreement was approved by the Authority Board of Directors at the February
3, 2003, Board meeting. I am also sending two duplicate originals to Robin Bobbitt of Johnson
Radcliffe Petrov & Bobbitt PLLC and [ am retaining one for the Authority contract file.

SECTION III TERM OF AGREEMENT AND FUNDING of the Agreement in part
states that “the term of this Agreement shall be for two (2) years from Notice to Proceed. The
Notice to Proceed date is therefore February 7, 2003,

I would request that you and each of your engineering management team members read
very carefully and become intimately familiar with the terms of this Agreement. I look forward
to working very closely with the TC&B team in successfully accomplishing the goals of the
Authority as it relates to providing engineering management services for the planning, design,
construction, start-up, implementation, operation, and maintenance of the 2010 Water
Distribution and Transmission System.

Please call me if you have any questions or need any additional information relative to

the attached Agreement.
Sifgerely, ] - ! E
J¥hmie Schindewolf, P.E.
General Manager

JAS/Ir

Attachments

Cc: Robin Bobbitt — w/attachment Michael Baugher, P.E.

Alan Potok, P.E. Cyndi Plunkett

Tom Rolen, P.E.

T SR T fracet BEEILTIAED

3648 FM 1960 West, Suite 110 Houston, TX 77068 5 981-440-3904 5 e 281440-4104
Visit online: www nhcrwa.com

¢ T




AGREEMENT FOR PROFESSIONAL ENGINEERING SERVICES
(Engineering Management Services)

THE STATE OF TEXAS  §
. §
COUNTY OF HARRIS §

THIS AGREEMENT is made and entered into by and between the North Harris County
Regional Water Authority (hereinafter, the "Authority"), a governmental agency and body politic
and corporate of the State of Texas and Tumer Collie & Braden Inc. (hereinafter, the
"Engineer").

RECITALS:

The Authority desires the services of the Engineer to provide professional engineering
services for the planning, design, construction, start-up, implementation, operation and
maintenance of the 2010 Water Distribution and Transmission System and including all interim
phases therein (collectively, the "Project") to satisfy the surface water conversion requirements
of the Harris-Galveston Coastal Subsidence District and to address interim water needs within
the Authority; and

The Authority desires the Engineer to perform certain engineering management and
professional engineering services in connection with the Project; and

The Engineer represents that it is qualified and desires to perform such services.

NOW, THEREFORE, the Authority and the Engineer, in consideration of the mutual
covenants and agreements herein contained, do mutually agree as follows:

TERMS:

SECTION I

SCOPE OF AGREEMENT

The Engineer agrees to perform professional engineering services in connection with the
Project as stated in the sections to follow, and for having rendered such services, the Authority
agrees to pay to the Engineer comperisation as stated in the sections to follow.

SECTION 11

CHARACTER AND EXTENT OF SERVICES

The Engineer shall render engineering management and professional engineering services
in connection with the Project. The Scope of Services which may be provided by the Engineer
for the Project is set forth in Appendix A attached hereto and made a part hereof, The Engineer
shall annually provide to the General Manager a list of services to be performed and estimated




cost of such services. The Engineer shall assist the General Manager in management of all
engineering consultant contracts and engineering consultants engaged by the Authority fo
perform engineering and/or design related services in connection with the Project. The Engineer
may be required to contract with an engineering consultant on the Authority's behalf.
Additionally, the Engineer will coordinate the development of the scope of work for each
engineering consultant and assist the General Manager of the Authority in negotiating all
proposed consultant contracts to provide engineering and/or design services in connection with
the Project.

SECTION III

TERM OF AGREEMENT AND FUNDING

The term of this Agreement shall be for two (2) years from Notice to Proceed. The term
of the Agreement may be extended annually thereafter upon mutual agreement of the Authority's
General Manager and the Engineer. The Board of Directors (the “Board”) of the Authority will
ratify the action of the General Manager by formal adoption of the Authority’s Annual Budget,
such budget including a category for engineering services.

The Board has approved a budgeted amount of $6,928,500 for engineering services for
the current fiscal year which ends December 31, 2003. Included within that budget amount is
funding for professional engineering services to be provided under this Agreement. Subsequent
fiscal year funding for engineering services prOVIded under this Agreement will be as approved
in the Authority’s Annual Budget.

SECTION IV

THE ENGINEER'S COMPENSATION

For and in consideration of services rendered hereunder by the Engineer, the Authority
shall pay the Engineer reimbursable compensation, lump sum compensation, or percent of
construction cost compensation as agreed to in writing by the Engineer and General Manager for
each Work Authorization.

It is expressly understood that the Engineer shall neither seek reimbursement nor will the
Authority be obligated to pay or reimburse the Engineer for normal business expenses such as
overtime premium rate, postage, messenger services, delivery charges, mileage within Harris
County, parking fees, facsimile (fax) transmissions, computer time on in-house computers and
graphic systems, blueline drawings or photocopies specifically required by Section II, except for
Additional Services and Charges specified in Section V, or other costs or expenses, except those
for which reimbursement is specifically provided in the following sentence. If approved in
writing by the General Manager prior to their being incurred, the Engineer may be reimbursed
- for the reasonable and necessary cost of the following (plus ten percent of reimbursable invoice
cost only if services are performed by a subcontractor pursuant to authorization for such
expense), to the extent they are incurred in providing services hereunder: copies of reports or
other documents to be delivered to the Authority or in accordance with instructions of the
Authority in excess of the number specifically required by Appendix A, costs of travel outside




of Harris County, rental costs of transportation equipment necessary to gain access to the project
site, costs of presentation materials (i.e., charts, slides, transparencies), and costs of photographic
and video services.

The Authority shall have no obligation to pay compensation or reimbursement for any
service or expense in excess of the amount budgeted for same in its written authorization, except
to the extent the budget for such service is increased and continuation of such service is approved
by further written authorization from the General Manager.

Reimbursable Compensation

For services compensated under the reimbursable method, the Authority shall pay the
Engineer in accordance with the hourly rates reflected in Appendix B attached hereto and made
a part hereof,

Lump Sum Compensation

For services compensated under the lump sum method, the Authority shall pay the
Engineer a lump sum amount with interim monthly progress payments equal to the estimated
percent complete of the authorized services times the fump sum fee, However, if the services are
for the Design and Construction Phase of a project, until a construction contract for the project is
bid or not more than nine (9) months have elapsed since final plans and specifications have been
submitted to the Authority for approval, whichever occurs first, the maximum compensation
shall not exceed 95% of the total fee.

Percent of Construction Cost Compensation

For services to be compensated under the percent of construction cost method, the
Authority shall pay the Engineer an amount based on a percentage of either the actual
Construction Cost or an Agreed Estimate as provided below. Unless otherwise agreed in writing
by the Engineer and the General Manager, Preliminary Design Phase is 35% of the total fee, the
Final Design Phase is 50% of the total fee, and the Construction Phase is 15% of the total fee.

The total engineering fee shall be based on the City of Houston Curves of Median
Compensation (as shown in Appendix C).

For interim payments during the Preliminary Design Phase, the estimated Construction
Cost will be that cost as defined by the Engineer and agreed io by the General Manager and the
Engineer, unless otherwisc established.

For interim payments during the Design Phase, the most current Agreed Estimate shall be
the basis for payments. Design Phase interim payments shall be equal to the percent complete of
the Design Phase multiplied by the total Design Phase fee as based on the Agreed Estimate,

The final payment for the Design Phase of a construction package shall be calculated as
follows:




1. If a construction contract is not bid and not awarded within nine (9) months from
the date the final plans and specifications were submitted to the Authority for
approval, the final payment to the Engineer for the Design Phase shall be
calculated based on the most current Agreed Estimate of probable Construction
Cost, less any previous payments.

2. If a construction contract is advertised for bids and not awarded within nine (9)
months from the date the final plans and specifications were submitied to the
Authority for approval, the final payment to the Engineer for the Design Phase
shall be calculated based on the most current Agreed Estimate of probable .
Construction Cost, less any previous payments,

3. If a construction contract is awarded within nine (9) months from the date final
plans and specifications were submitted to the Authority for approval, the final
payment to the Engineer for the Design Phase will be based on the lowest bid
received for the construction package, less any previous payments. However, the
Engineer’s fee will not be any lower than 95% of the agreed fee for each phase.

For interim payments during the Construction Phase, the fee shall be pro rated based on
the percentage of construction completed. Up to 95% of the total Construction Phase fec shall be
paid when the construction contract is determined to be substantially complete. The remaining
5% shall be paid thirty (30) days after the final approval of construction,

SECTION V
ADDITIONAL SERVICES AND CHARGES
The Engineer, upon prior written authorization from the General Manager, shall furnish

the following additional services, and the Authority shall compensate the Engineer therefor as set
forth below:

SERVICES® BASIS OF COMPARISON

A, Alignment surveying, including the See Hourly Rate Sheet (Appendix B) for
preparation of an alignment map, metes services performed by the Engineer's office
and bounds descriptions, parcel personnel, or actual invoice cost plus a 10
stakings, ftransit control line and percent service charge.
benchmarks. Field surveys for design,
construction and other field
investigations.

B.  Soil and foundation investigations, soil Actual invoice cost plus a 10 percent service
tests and analysis of test results which charge. 7 '
may be required for design or
construction,




C.  Additional  reproduction of the Actual cost,
Preliminary Engineering Report over
seven (7) copies.

D. Changes in the drawings and If changes are due to error or omission of
specifications  requested by  the Engineer, no additional compensation.
Authority which are outside the scope Otherwise, hourly rate for services
of the project. performed by the Engineer's employees or

actual invoice cost plus a 10 percent service
charge for services performed by the
Engineer's subconsultant.

E. Abstracting Actual cost plus a 10 percent service charge.

F. Environmental Site Assessment See Hourly Rate Sheet (Appendix B) for
services performed by the Engineer's
employees. Actual invoice cost plus a 10
percent service charge for services
performed by the Engineer's subconsultant.

G.  Traffic study, traffic control plan, storm See Hourly Rate Sheet (Appendix B) for
water pollution prevention plans and services performed by the Engineer's
other special studies and reports employees. Actual invoice cost plus a 10
“percent service charge for services

performed by the Engineer's subconsultant.

H.  Bid advertisement Actual cost plus a 10 percent service charge.
L Bid set printing Actual cost plus a 10 percent service charge.

It is expressly understood and agreed that Engineer shall not furnish any of the above
additional services without the prior written authorization of the General Manager. The
Authority shall have no obligation to pay for such additional services which have been
performed without the prior written authorization of the General Manager as hereinabove
provided.

SECTION VI

TIME OF PAYMENT

On or about the 15" of each calendar month during the performance of the services to be
provided under this Agreement, the Engineer shall submit a sworn statement to the General
Manager, in a form suitable to the Authority's auditor, setting forth the services provided under
this Agreement which were completed during such time period and the compensation which is
due. All charges based upon hourly rates of services, whether the charges are being billed
directly to the Authority or whether they are the basis of invoices from subcontractors for which
the Engineer secks reimbursement from the Authority, shall be accompanied by copies of actual
time sheets signed by the person performing the services and countersigned by his/her supervisor




certifying that the work performed was authorized by the General Manager. For services
compensated under the lump sum compensation method or percent of construction cost
compensation method, the Engineer shall submit a monthly progress report substantiating the
estimated percent complete of the authorized services performed during the billing period. The
Engineer shall retain its records within the boundaries of Harris County and shall keep same
available for inspection during regular business hours by Authority officials. The Engineer's
statement becomes due and payable within thirty (30) days after receipt by the General Manager
unless such statement is rejected for cause and returned to the Engineer. The General Manager
shall review the statements within thirty (30) days of receipt and approve them with such
modifications, if any, as he/she deems appropriate. The Authority shall pay each statement
within thirty (30) days after approval by the General Manager; provided, however, that the
approval or payment of any statement shall not be considered to be evidence of performance by
the Engineer or of receipt or acceptance by the Authority of the work covered by such statement.
The final statement submitted shall certify that all services to be provided pursuant to this
Agreement have been performed. Within thirty (30) days after the performance of all services
provided for in this Agreement and the acceptance thereof by the Authority, the Authority shall
pay to the Engineer the amount of the final statement as approved by the General Manager,
subject to the limitations of liability set forth herein. The statements submitted by the Engineer
to the Authority hereunder shall be limited to the work done and services performed pursuant to
this Agreement only. The Engineer shall not include any work or services performed, required
to be performed, or billed under or pursuant to any other agreement.

SECTION VII
" TERMINATION

This Agreement may be terminated by either party upon thirty (30) days' written notice to
the other party. Upon delivery of such notice; the Engineer shall, unless the notice states
otherwise, immediately discontinue all services in connection with the performance of this
Agreement, and shall proceed to cancel promptly all existing orders and contracts insofar as such
orders or contracts are chargeable to the Authority, and deliver to the Authority all instruments of
service produced under this Agreement. Upon termination, the Authority will owe the Engineer
for all compensation earned under this Agreement to the date of termination.

SECTION VIII

NOTICE

Any notice required to be given under the provisions of this Agreement shall be in
writing and shall be duly served when it shall have been deposited, enclosed in a wrapper with
the proper postage prepaid thereon, and duly registered or certified, return receipt requested, in a
United States post office, addressed to the Authority or the Engineer at the following addresses.
If mailed, any notice or communication shall be deemed to be received three days afier the date
of deposit in the United States mail. Unless otherwise provided in this Agreement, all notices
shall be delivered to the following addresses:




To the Engineer: Turner Collie & Braden Inc.
P.0O. Box 130089
Houston, Texas 77219

Attention: Min Chu, P.E.
Senior Vice President

To the Authority: North Harris County Regional Water Authority
3648 FM 1960 West, Suite 110
Houston, Texas 77068

Attention: General Manager

Either party may designate a different address by giving the other party ten (10) days' written
notice.

SECTION IX

SUCCESSORS AND ASSIGNS

The Authority and the Engineer bind themselves and their successors, executors,
administrators and assigns to the other party of this Agreement and to the successors, executors,
administrators, and assigns of such other party, in respect to all covenants of this Agreement.
Neither the Authority nor the Engineer shall assign, sublet, or transfer its or his/her interest in
this Agreement without the prior written consent of the other. Nothing herein shall be construed
as creating any personal liability on the part of any officer or agent of the Engineer or any public
body that may be a party hereto. :

SECTION X

PUBLIC CONTACT

The Engineer shall under no circumstances release any material or information developed
in the performance of its services hereunder, without the prior express written permission of the
Authority. Contact with the news media, private citizens, or community organizations shall be
the sole responsibility of the Authority. Inquiries conceming this Agreement or any requested
service shall be referred to the Authority.

SECTION XI
COMPLIANCE AND STANDARDS

The Engineer agrees to perform the work hereunder in accordance with generally
accepted standards applicable thereto, and shall use that degree of care and skill commensurate
with the engineering profession to comply with all applicable state, federal and local laws,
ordinances, rules and regulations relating to the work to be performed hereunder and the
Engincer's performance. The Engineer represents that, prior to performing hereunder, he has or
shall obtain all necessary licenses, ownership, or permission for use of any and all proprietary




information, materials, or trade secrets employed in the performance of work hereunder for the
Authority and agrees that he shall not copy, reproduce, recreate, distribute, or use any such
proprietary information, materials, or trade secrets of any third party, except fo the extent
permitted by such third parties, or as otherwise authorized by law.

SECTION XII

LICENSE REQUIREMENTS

The Engineer shall have and maintain any licenses or certification required by the State
of Texas or recognized professional organization governing the services performed under this
Agreement.

SECTION XIIT

INSURANCE AND INDEMNIFICATION

The Engineer shall secure and maintain insurance sufficient to protect the Engineer from
claims under the Worker's Compensation Act, from claims of negligence, errors or omissions at
least equal to $1,000,000, from claims for bodily injury or death at least equal to $1,000,000 per
act, omission, or accident (including auto), and from claims for property damage at least equal to
$1,000,000 per act or accident, which may arise from the performance of his/her services under
this Agreement.

The Engineer agrees, to the fullest extent permitted by law, to indemnify and hold
harmless the Authority, its officers, directors and employees (collectively, the Authority) against
all damages, liabilities or costs, including reasonable attorneys' fees and defense costs, to the
extent caused by the Engineer's negligent performance of professional services under this
Agreement and that of its subconsultants or anyone for whom the Engineer is legally liable.

The Authority agrees, to the fullest extent permitted by law, to indemnify and hold
harmless the Engineer, its officers, directors, employees and subconsultants (collectively, the
Engineer) against all damages, liabilities or costs, including reasonable attorneys' fees and
defense costs, to the extent caused by the Authorify's negligent acts in connection with the
Project and the acts of its contractors, subcontractors or consultants or anyone for whom the
Authority is legally liable.

Neither the Authority nor the Engineer shall be obligated to indemnify the other party in
any manner whatsoever for the other party's own negligence.

Nothing herein shall be construed as creating any personal liability on the part of the
General Manager or any officer or agent of the Authority.



SECTION X1V

OWNERSHIP OF PLANS, COPYRIGHT,
AND OTHER INTELLECTUAL PROPERTY

The Authority shall be the absolute and unqualified owner of any information, programs,
Mylar reproducibles, plans, preliminary-layouts, sketches, reports, cost estimates, software,
firmware, designs, computer applications, computations, computer input/output information, and
other documents, materials and/or data, including the source codes therefor, and any original
works of authorship and any material objects in which any such works are embodied, that are
prepared pursuant to this Agreement, with the same force and effect as if the Authority prepared
the same.

The Authority acknowledges the Engineer's construction documents, including electronic
files, as instruments of professional service. Nevertheless, the final construction documents
prepared under this Agreement shall become the property of the Authority upon completion of
the services and payment in full of all monies due to the Engineer. The Authority shall not reuse
or make any modification to the construction documents without the prior written authorization
of the Engineer. The Authority agrees, to the fullest extent permitted by law, to indemnify and
hold harmless the Engineer, its officers, directors, employees and subconsultants (collectively,
the Engineer) against any damages, liabilities or costs, including reasonable attorneys' fees and
defense costs, arising from or allegedly arising from or in any way connected with the
‘unauthorized reuse or modification of the construction documents by the Authority or any person
or entity that acquires or obtains the construction documents from or through the Authority
without the written authorization of the Engineer.

To the extent that the Engineer has retained any rights in any intellectual property related
to this Agreement, the Authority shall have, and the Enginecr hereby grants, an irrevocable paid-
up, royalty-free, non-exclusive perpetual license in and to any and all such intellectual property,
and the Engineer hereby grants an irrevocable covenant not to sue the Authority on any such
intellectual property rights.

The Engineer agrees that, for the purposes of establishing copyright ownership, all works
of authorship prepared pursuant to this Agreement shall be deemed to have been prepared, to the
extent authorized by law, on a "works made for hire"” basis. In the event and to the extent that
any such works of authorship prepared pursuant to this Agreement do not constitute "works
made for hire" as that term is defined under the applicable copyright law, the Engineer shall
irrevocably assign and transfer to the Authority all right, title, and interest in and to the
copyrights, and any renewals and/or extensions of the copyrights, for any such works.

The Engineer agrees to execute and deliver all additional documents and instruments, and
to perform all additional acts, as may be necessary or appropriate to effectuate, carry out, and
perform all of the terms, provisions, and conditions of this Agreement, and all such transactions
contemplated hereby, including but not limited to the execution of applications for registration of
copyrights, and the execution of recordable assignment documents to effectuate the transfer of
ownership of copyrights as contemplated by this Agreement. Any and all costs incurred in



connection with the performance of services outlined in this paragraph shall be reimbursed to the
Engineer by the Authority.

The Engineer agrees that, upon request from the Authority, the Engineer shall promptly
deliver to the Authority copies, in a form acceptable to the General Manager, of any and all
information, programs, Mylar reproducibles, plans, preliminary layouts, sketches, reports, cost
estimates, software, firmware, designs, computer applications, computations, computer
input/output information, and other documents, materials and/or data, including the source codes
therefor, and any material objects embodying any works of authorship, prepared pursuant to this
Agreement.

Copies of all complete or partially complete information, programs, Mylar reproducibles,
plans, preliminary layouts, sketches, reports, cost estimates, sofiware, firmware, designs,
computer applications, computations, computer input/output information, and other documents,
materials, and/or data, including the source codes therefor, and any material objects embodying
any works of authorship, prepared pursuant to this Agreement, shall also be delivered by the
Engineer to the Authority when and if this Agreement is terminated, or upon completion of
performance hereunder, whichever occurs first.

The Engineer may retain one (1) set of reproducible copies of such documents, materials
and/or data, but such copies shall be for the Engineer's sole use in the preparation of studies or
reports for the Authority only. The Engineer is expressly prohibited from using, selling,
licensing, or otherwise marketing or donating such documents, materials and/or data, or using
same in the preparation of work for any other client without the express written permission of the
General Managér. The Engineer does not intend or represent that construction documents,
materials, and/or data will be suitable for reuse. If the Authority reuses the same, such action
shall be at the Authority's risk and without liability to the Engineer, If the Engineer furnishes
partially complete plans, layouts, sketches, specifications, or other documents, materials, and/or
data by virtue of termination under Section VII above, the Engineer shall not be held accountable
or responsible for the completeness of any document, material and/or data so produced.

SECTION XV
MODIFICATIONS
This instrument contains the entire Agreement between the parties related to the rights
herein granted and obligations herein assumed. Any oral or written representations or
modifications concerning this instrument shall be of no force or effect, excepting a subsequent
modification in writing signed by both parties hereto.
SECTION XVI
AUTHORITY OF GENERAL MANAGER

The General Manager shall oversee and manage the professional engineering services
performed under this Agreement. The General Manager shall authorize work to be performed
under this Agreement pursuant to the issuance of an Engineering Services Authorization to the
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Engineer. The General Manager may allocate funds among various work efforts as warranted,
provided that the total allocated amount, taking into account expenditures incurred against the
Agreement by the Engineer, is not exceeded. Nothing contained in this section shall be
construed to authorize the General Manager to alter, vary or amend any of the terms or
provisions of this Agreement.

SECTION XVII

SEVERABILITY

Any provision or part of this Agreement held to be void or unenforceable under any law
or regulation shall be deemed stricken, and all remaining provisions shall continue to be valid
and binding upon the Authority and the Engineer, who agree that the Agreement shall be
reformed to replace such stricken provision or part thereof with a valid and enforceable provision
that comes as close as possible to expressing the intention of the stricken provision.

SECTION XVIII
MERGER
The Parties agree that this Agreement contains all of the terms and conditions of the
understanding of the parties relating to the subject matter hereof. All prior negotiations,

discussions, correspondence and preliminary understandings between the parties and others
relating hereto are superseded by this Agreement.-

[The remainder of this page intentionally left blank.]
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SECTION XIX

EXECUTION

The Authority executes this Agreement by and through the President and Secretary of the
Board of Directors (the "Board") of the Authority, which action has been duly authorized at a
meeting of the Board. This Agreement shall not become effective until executed by all parties
hereto.

NORTH HARRIS COUNTY REGIONAL WATER
AUTHORITY

g, o tgp) Lo/l

Lenox A. Sigler, President

Date Signed: 4. -03-05

ATTEST:

o, ?
W, &, :onne“"““up
O o DO
By: O \

@fmmie Schindewolf, P.E.
General Manager
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TURNER COLLIE & BRADEN INC.

By: M O

Name: Min Chu

Title: Serior Vice President

Date Signed: __ February 3. 2003

ATTEST:
By:_»« / £
Narme® Alan J. Potok

Title: SenioW ice President

KANHCRW A'A greements\PROF. ENG. SERV'TCB\Agreement-RSB-FINAL 1-31-03.doc
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APPENDIX A

Scope of Services

The ENGINEER will perform or cause to be performed services in four (4) typical categories:

A.

B.

C.

D.

General Engineering and Support Services;
Preliminary and Final Design Engineering and Support Services;
Construction Administration Services; and

Administrative Support Services.

The following is a detailed description of the proposed services by category.

NOTE: When used in this Scope of Services the word "subconsultant” shall mean another

consultant retained by the Authority.

A, General Engineering and Support Services

1.

The ENGINEER will develop a detailed schedule for implementation of the 2010
Water Distribution and Transmission System (the "SYSTEM"} in multiple project
units. Phase I of the SYSTEM includes those components required to address
water quality and quantity issues prior to 2010. Phase }1 is the remainder of the
SYSTEM. The schedule will show the required engineering, engineering support,
construction activities and startup for each project unit, and will be submitted to
the Authority fqr approvél. The schedule will be updated as necessary to reflect
significant changes and progress.

The ENGINEER will prepare budgets for each project unit including estimates of
engineering costs, survey costs and other related services, constfuction
administration and inspection costs, and construction costs. Draft budgets will be

submitted to the General Manager for review. The budgets will be updated as
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necessary should any significant change occur to the project unit scope of
services.

The ENGINEER will prepare and submit to the General Manager a monthly
report showing the progress of major activities and a comparison of expenditures
versus the budget. |

The ENGINEER. will define and submit to the General Manager the various
project scope of services to be provided by other engineers, surveyors,
geotechnical firms, or specialty firms retained by the Authority to assist in
implementation of the SYSTEM. The ENGINEER will define the basic design
criteria, specifications, construction documents, and drawing standards to be used.
It is anticipated that the general industry standards for water line design and
construction prevailing in the area will be sufficient for this purpose and that new
standards or manuals for each project unit will be required only if they are not
already available. The ENGINEER will review the work products of other firms
to insure compliance with the various project scope of services, budget and the
implementation schedule.

The ENGINEER will assist the General Manager in negotiating the various
contracts for the professional services addressed under item no. 4 above.

The ENGINEER will assist the General Manager in managing the consultant
contracts awarded by the Authority involving or in support of professional
services addressed under item no. 4 above.

The ENGINEER will perform hydraulic modeling of the overall SYSTEM, if

required, to evaluate changes in water main routing or sizes that may be proposed
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10.

11.

during the preliminary and final design phase, and to insure that these changes are
consistent with overall system operating requirements. The ENGINEER will
recommend to the General Manager when hydraulic modeling needs to be
accomplished. Authorization must be obtained from the General Manager prior to
initiating such services.

The ENGINEER will perform and/or recommend to be performed analyses as
required to evaluate the impact on the Authority’s Water Pricing Policy (the
"Pricing Policy™) b¢cause of potential changes in the SYSTEM costs or schedule
or any component used in developing such Pricing Policy. The ENGINEER will
recommend to the General Manager when additional analyses need to be
performed and whether the ENGINEER or a subconsultant should provide the
analyses. Authorization must be obtained from the General Manager prior to
initiating such analyses.

The ENGINEER will complete the development of the Groundwater Reduction
Plan (the "GRP") and prepare amendments and updates to the GRP, as necessary.
Amendments and/or updates will be prepared as requested by the General
Manager or based on the recommendation of the ENGINEER and with the
concurrence of the General Manager.

The ENGINEER will assist the Authority in the development, implementation
and tracking of its Capital Improvement Program.

The ENGINEER will develop a System Operations Plan (the "SOP") including
startup and ongoing SYSTEM O&M. These efforts shall include such activities

as developing start-up procedures, evaluating alternatives for SYSTEM O&M,



12.

13.

14,

15.

assisting the Authority in securing and implementing selected O&M alternative(s)
and monitoring performance of the SOP on the Authority's behalf.

The ENGINEER will assist the Authority in developing, implementing and
operating a Record’s Management System andr an integratéd database during the
term of this Agreement.

The ENGINEER will assist and/or recommend assistance to be made.available to
the Authority in the development and implementation of a right-of~way
acquisition program to timely facilitate the proposed construction.

The ENGINEER will assist the Authority as necessary in the preparation of data
in support of its financial activities, e.g. bond sale, grant and loan requests, etc.
The ENGINEER may perform other services as requested by the General
Manager. Separate written authorization must be obtained from the General
Manager prior to services being performed if the requested service(s) are not

identified in this original scope of services.

Preliminary and Final Design Engineering and Support Services

L.

The ENGINEER will perform or recommend to be performed the preliminary
engineering services for each of the project units. The ENGINEER shall
recommend to the General Manager which project units should be implemented.
Additionally, the ENGINEER shalil recommend which project unit services are to
be performed by the ENGINEER or a subconsultant. Authorization must be
obtained from the General Manager prior to initiating such services. The scope of

services includes, but shall not be limited to, the following:
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Collect available data on existing and proposed street rights-of-way and all
existing and proposed utilities located in and adjacent to street
rights-of-way.

Collect available data on the existing utility systems of the utility districts
electing to participate in Phase I as buyers or sellers. This data is needed
so that appropriate connections to the utility district systems can be
designed.

Define field surveys required to verify critical items and to provide
topographic data sufficient for final design.

Establish the final alignment for the water mains required to implement
the SYSTEM, based on such considerations as data from subconsultants
providing engineering, surveying and geotechnical information pertinent
to the project unit; the location of buyer and seller utility districts; existing
and proposed public street rights-of-way; existing and proposed
utility/pipeline rights-of-way/easements and existing utilities within these
rights-of-way, Significant changes in alignment compared to the adopted
project plan would be recommended to the General Manager for modeling
in accordance with item no. A.7 above,

Prepare a preliminary engineering report depicting the recommended final
alignment of each water main, the recommended final design and
construction units, and the estimated probable construction cost of each

project unit, including exhibits,
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The ENGINEER will provide and/or recommend to be provided surveying

services ;equired to support the implementation of the SYSTEM. The

ENGINEER will recommend to the General Manager the surveying services

- needed. Additionally, the ENGINEER will recommend whether the ENGINEER

or a subconsultant should perform the surveying and related services.

Authorization must be obtained from the General Manager prior to initiating such

services. The surveying services may include, but shall not be limited to, the

following:

a. Topographic surveys of proposed routes including verification of existing
utilities and street rights-of-way.

b. Construction control surveys sufficient to allow contractors to perform
construction staking of individual projects.

Final engineering design services for each of the project units may be provided by

the ENGINEER and/or other subconsultants. The ENGINEER will recommend

to the General Manager the engineering services needed. Additionaily, the

ENGINEER shall recommend which project unit services are to be performed by

the ENGINEER or a subconsultant. Authorization must be obtained from the

General Manager prior to initiating such services.

The scope of services may include, but shall not be limited to, the following:

a. Prepare a final set of construction plans for the designated project unit
based on the preliminary engineering report for that project unit.

b. Prepare contract documents and specifications for the project unit.

c. Prepare an engineers estimate of the cost to construct the project unit.
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d. In the event other subconsultants provide final design services, item

no. A.4 above will apply.

4, The ENGINEER may perform other services as requested by the General
Manager. Separate written authorization must be obtained from th¢ General
Manager prior to such services being performed.
C. Construction Administration Services
1. The ENGINEER may provide construction administration services, if authorized

by the General Manager, in accordance with the following scope. The General
Manager may accomplish construction administration services with Authority
employees, with other subconsultants selected by the General Manager or in
combination with the ENGINEER, personnel of the Authority, and/or other
subconsultants. The scope of services may include, but shall not be limited to, the
following:
a. Assist the Authority in soliciting and evaluating bids; research and
evaluate related bid documents, and recommend award of a contract or

contracts.

b. Provide construction administration of the Authority’s construction

projects.  Administrative duties include, but are not limited to, the
oversight of daily construction activity reports; coordinating design
engineer and contract questions; oversight of changes in contract requests,
shop drawings, project schedules, construction materials testing/reporting;
project pay estimate and change order review and approval; and other
activities as may be necessary. Assist General Manager and Authority

staff in addressing construction related concerns or complaints.
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Assist with the coordination with any subconsultants performing design
services in the evaluation of change orders, construction submittals and
other related activities. The scope of services for subconsultants will be
addressed as defined in item no. A 4.

Manage the observation of construction as required. It is not anticipated
that continuous observation of every individual contract will be required
since construction will be occurring simultaneously on several contracts.
Provide or cause to be provided construction control for each project.
Construction staking is to be performed by the contractor.

Assist in job closeout including final inspection and recommendation of
final payment.

The ENGINEER may perform other services as requested by the General
Manager. Separate written authorization must be obtained from the

General Manager prior to such services being performed.

D. Administrative Support Services

The ENGINEER will provide the following services:

1.

Assist the General Manager and its Attorney, in developing standard forms of
contracts for purchasing and selling groundwater.

Assist and/or recommend assistance to be made available to develop and
implement a computer based system to collect and evaluate data on the water
usage patterns of potential seller utility districts and buyer utility districts. Data
would -include water pumped into the utility district distribution system, water
well pumpage, and inferconnect transfers between utility districts (if available).

Data from prior studies on actual well capacities of potential seller utility districts
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would also be collected. Collection of this data would be facilitated by a SCADA
system that should anticipate and be consistent with the SCADA system for the
SYSTEM. Analytical software will be recommended to allow the Authority to
model water usage of targeted utility districts and define the volume of water that
can be predictably delivered to buyers. This corﬁputer-based system should be
implemented as soon as practical after a decision to proceed with the SYSTEM is
made so that water usage can be meonitored during the design and construction
period, and theoretical water purchases and sales modeled during this period can
be used as the basis for final decisions regarding commitments to buyer utility
districts. This data can also be used to support decisions to construct regional
wells by the Authority.

Assist and/or recommend assistance to be made available in establishing billing
and collection procedures including accounting and reporting software that
interfaces effectively with the software supporting the water usage module.

Assist in and/or recommend the development of requirements for the design of the
SCADA system required for the SYSTEM to enable the Authority to monitor and
control the various components of the SYSTEM to insure SYSTEM integrity and
operability and to predictably meet the surface water conversion goal. It is
anticipated that the computer-based system described in item no. D.2 will be
expanded for this purpose.

Assist and/or recommend assistance to be made available in establishing billing
and collection procedures for the purchase and sale of ground and surface water in

2010 and beyond. This system should be defined so that an effective transition
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from the pre-2010 groundwater purchases and sales and the post-2010 surface and
groundwater purchases and sales will be accomplished.

The ENGINEER may perform other services as requested by the General
Manager. . Separate written authorization must be obtained from the General

Manager prior to such services.
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APPENDIX B

Hourly Rate Sheet*
Labor Classification Rate
Principal | $200
Program Manager and Project Manager $177
Senior Engineer $152
Project Engineer $107
Graduate Engineer : $ 75
Lead Tech., CADD/GIS Specialist $ 95
CADD/GIS Tech. VII $ 60
Clerk, Admin. Asst. $ 67
Word Processing, Acct./Fin. Asst. ' $ 56
Marketing Coordinator $ 70
*NOTE: These rates are for calendar year 2003. Subsequent year rates will be agreed to in

writing by the General Manager and the Engineer.
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APPENDIX C

City of Houston Curves for Median Compensation
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FROM @ RCME
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; AN e . . .
i A Public Works and Engineering Mayaor
Department
Jon G. Vanden Bosch, P&
Diractor '
Pubiic Works & Engineering
Department

P.O. Bax 1552
Houston, Texas 77251-1552

T. 712.837.0037
F. 713.8537.0040 °

Wy Gityothouston, aoy

July 15, 2002

Christina M. Lindsay, Exscutive Director

Houston - CEC
2020 North Loop Waest, Suite 240
Houston, Texas 77018

Dear Ms. Lindsay:

PWEE has adopted the revised Curves of Median Compensation alfached hereto, These curves and/ or the assaciated
tabies will be used for detarmining the engineasing fees as appropriate in this Department unill further notice.

Sincerely,

Jon C. Vanden Bosch, P.E

Director
Department of Public Works and Engineering

CC: Showri Nandagiri, P.E.
- Jeff Taylor
Eric Dargan
Rick Vacar — Aviation Departmeant
Monigule McGilbra — Building Services Department

lar Gabrisf Vasquez Carol Alvarado

Bruce Tatre Caral M. Galloway Mark Geddberg Ada Edwards Adddie Wiseman Mark A, Ellia Bert el
Canltralier;  Sylvia R, Garcia

Councit Membars:
Aomisg D, Parkar Gardon Quan Sheflay Sekula-Giobs M.D, Michaal Berry Carroll G. Robinson
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672572002

MODIFIED CURVE A MODIFIED CURVE B

Cost of Cas of
Construction Canstruction
in Millions Parcent Fee in Millions Percent Fee
0.750 11.347% $85,089.31 0750 10.485% $78,658.84
0.775 11.270% H87,339.27 0.775 10.407% $8Q,855‘49
0.800 11.196% £89,560,35 0,800 10.328% $82,632.09
0.825 11.126% $91,789.97 0.825 10.254% $84 599.09
0.350 11.059% $24,001.54 0.850 10.183% $86,556.88
0.875 10.895% $96,204.43 0.875 10.115% $88,505.88
0.900 10.933% $98,398.9% 0.200 10.050% $90,448.37
0.828 10.874% $100,585.83 0,925 9.987% $92,378.74
0.850 10.817% $102,764.36 (.950 9.827% $84,303.28
0.875 10.7683% $104,935.78 0.975 2.868% 596,220.27
1.000 10.710% $107.10C.00 1.000 9.81 3% $98,130.00
1.026 10.655% $109,257.33 1.025 9.759% $100,032.71
1.050 10.610% $111,407.98 1.050 8.707% §101,828.64
1.075 10.563% $5113,552,17 1.075 9.657% $103 818.01
1.100 10.517% $115,8600.11 1.100 2.609% $105,701.05
1.1235 10.473% 5117,822,01 1.125 89.562% $107,577.95
1.150 10.430% 5119 848.05 1.160 9.517% $109,448.91
11758 10.389% $122,068.40 1.175 2.474% $111,314.10
1.200 10.349% $124,183.25 1,200 9.431% $113,173.70
1225 10.310% $126,292.73 1.225 8.390% : $115,027.86
1.2560 10.272% $128,397.02 1.250 9.350% S$118,876.75
1.275 10.235% $130,496.25 1,275 9.311% $118,720.52
1.300 10.199% $132,590.56 1.300 8.274% $120,559.29
1.325 10.165% $134,680.08 1.325 9.237% $122,393,22
1.350 10.131% $1386,764.65 1.350 9.202% $124,222,42
1.375 10.088% $138,845.28 1.375 9.167% $128,047.02
1.400 10.066% $140,921.18 1.400 9.133% $127,867.13
1425 10.036% $142,992.77 1.425 9.101% $129,682.87
1.450 10.004% $145,080.15 1.450 5.069% $131,494.38
1.475 9.8574% F147,123.43 1.475 3.037% $133,301.68
1.800 2.946% $149,182.70 1.500 9.007% $135,104.92
1.825 9.917% $151,238.058 1.525 3.977% $136,904.20
1.55¢ 9.890% $153,289.58 1.550 8.943% $138,699.61
1.675 9.863% $165,337.36 1.875 8.920% $140,491.22
1.660 9.836% $167,381.49 1.600 8.892% $142,279.13
1.625 9.811% $158,422.05 1.625 8.865% $144,063.42
1.85¢0) 9.785% $161,459.10 1.650 8.839% $145,844.16
1.675 9.7681% $163,482.73 1.675 8.813% $147,621.43
1.700 9.737% $165,523.00 1.700 5.788% $148,355.31
1.325 8.713% 3187, 549 99 1.725 B.763% $1561,165.85
1.750 9.68909% $169,573.76 1.750 8.739% $162,933.14
1778 9.867% $171,504 37 1.775 8 715% $1564,697.23
1.890 9.645:/0 $173,611.90 1.800 8.692% $156,458.18
1.8?5 9.623% $175,626.39 1.825 8.660% $158,216.07
1.880 9.602% $177,637.90 1.850 8.847% $158,970.95
1,878 Q9.581% $179,846.50 1.875 8.625% $161,722.87
1.900 9.561% $181,652.24 1.900 8.6049, $163,471.88
"
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FROM @ ACME FHOME MO, TL3 23R L83 Tal, 1V ZEE2 51 E20 P
{J 8/25/2002
|
' MODIFIED CURVE A MODIFIED CURVE B

Cost of Cost af
C‘Oi’lsf_rl‘JCtIDﬂ Construction
in Millions Percent Fee in Millions Percent Fee

1.825 9.541% $183,655.17 1.625 8.583% $165,218.06
1.850 8.521% $785,65533 1.950 B.58629%, 168,961 44
1.975 9.501% $187,862.79 1,975 8.542% $168,702.07
2.000 9.482% $189,647.58 2.000 8.522% $170,440.01
2.025 8.454% $191,539.786 2.025 8.502% $172,175.30
2.050 9.445% $193,629.37 2.050 8.483% $173,907.99
2.075 9.427% $195,616.46 2.075 8.464% $175,638.12
2.160 9.410% $197,601.08 2.100 8.448% $177,3658.74
2.125 9.382% $199,583.21 2.125 8.428% $179,080.89
2.150 G.375% $201,562.97 2,150 B 410% $180,813.60
2175 9.368% $203,540.38 2175 8.392% $182,533.92
2.200 9.342% $206,515.43 2.200 8.375% $184 251 .88
2.225 9.325% $207,488.2+ 2.225 8.358% $185,967 54
2,250 9.309% $209,458.74 2.250 8.341% $187,680.91
2.275 $.293% 3211,427.05 2.275 8.325% $189,392.03
2.300 0.278% $213,353.18 2.300 8.309% $191,100.95
2.326 8.263% $215,367.16 2.325 8.293% $182,807.70
2,350 9.248% $217,318.03 2.350 B277% $194,812.30
23735 9.233% $218,278.81 2.375 8.262% $196,214.78
2.400¢ 9.218% $221,236.53 2.400 8.246% 197,915 19
2.425 9.204% $223,192.23 2.425 8.231% $199,613.55
2.450 8.190% $225,145.94 2.450 B.217% $201,309.90
2.475 2.176% §227,097.68 2,478 8.202% $203,404.25
2.500 §.182% $228,047.48 2,500 8,188% $204,696.83
2.525 9.148% $230,988.37 2.525 8.174% $206,387.09
2.550 8.135% $232,541.37 2.550 8.160% $208,075.83
2.675 9.122% $234,885.52 2,575 8.146% $209,762.30
2.600 9.109% $236,827.83 2.600 8.133% $211,447.10
2.625 9.096% $238,768.33 2.625 8.119% $213,130.08
2.650 9.083% $24C,707.05 2,650 8.106% $214,811.28
2675 89.071% 3242,644.01 2.675 8.093% $218,490.64
2,700 §,058% $244,579.23 2,700 8.080% $218,188.27
2.725 9.046% $248,512.73 2795 8.068% $219,844.16
2.750 2.034% $248,444.54 2.750 8.055% $221,518.34
2.775 9.023% $250,374.68 2775 8.043% $223,190.83
2.800C 8.011% $2562,303,17 2.800 8.031% $224 861.65
2,825 8.999% $254,230.02 2.825 8.018% $226,530.82
2.850 8.388% $256,155.27 2.880 8.007% $228,198.35
2,875 8.977% $258,078.93 2.875 7.9956% 3229864 28
2.900 8.966% $260,001.02 2.900 7.984% $231,628.583
2.825 8.955% $261,921.58 2.9253 7.972% $233,191.40
2.9580 8.944% 3263,840.57 2.960 7.981% $234,852.82
2.978 8.933% $265,758.06 2.975 7.260% $236,512.30
2.000 8.9229% $267,674.05 3,000 7.935% $238,170.48
3.028 8.612% $269,588.57 3.025 7.928% $239,827.18
3.080 8.902% $271,501.62 3.060 7.917% $241,482 35
$243,136.08

3075 8.891% $273,413.23 3.G75 7.807%

v



o=

EROM ACHME FHOME O, TL3 o8B 1535 Tul, 17 2082 @al:a3PM £S5
B/25/2002
MODIFIED CURVE A MODIFIED CURVE B
Cost of Cast of
C‘Unstruction Construction
i Milllons Percent Fee in Milliors Percent Fee
3,100 8.881% $278,323.41 3.100 7.896% 5244 788.37
3.125 8.871% $277,232.18 3.1258 7.886% $248,430.23
3.150 8.862% $279,139.55 3.180 7.876% $248,0688.88
3178 8.852% $281,045.54 3.175 7.866% $249,738.73
3.200 8.842% $282,950.17 3.200 7.856% $251,383.40
3.225 8.833% $284,853.44 3.226 7.846% $253,028.70
3.250 8.823% $286,755.38 3250 7.836% $254,672.65
3275 8.814% $288,656.00 3.275 7.826% 5256,215.26
3.300 8.805% $280,555.31 3.300 7.817% 3257 9585.55
3.325 8.796% 292,453.33 3.325 7.807% $259,506.53
3.380 8.787% $294,350.07 3.350 7.798% 326123521
3.378 8.778% $296,245 55 3.375 7.789% $262.872.62
3.400 8.769% $298,138.77 3.400 7.780% 5264,508.76
3.425 8.760% $300,032.75 3,425 7.771% $268,143.64
3.450 8.751% $301,924.50 3.450 7.762% $287 77728
3.475 B.743% $303,815.04 3.475 7.753% $269,409,69
3,500 8.734% $305,704.38 3.500 7.744% $271,040.89
3.525 8.726% $3G7,582,53 3.525 7.735% $272,670.89
3.550 8.718% $309,479.50 3.850 T.727% $274,299.67
3.578 8.710% $311,365.30 3.578 7.718% F275,927.29
3.800 B.701% $313,249.95 3.600 T.710% $277,553.74
3.625 8.693% $315,133.45 3.825 7.7074% $279,179.03
3.650 B.585% 5317.015.82 3.650 7.893% $280,803.13
3678 B.677% $318,897.07 3.6875 7.685% $282,426.15
3.700 3.670% $320,777.21 3.700 7.687T% $284,048.07
3.725 B.662% $322,656.25 3.7258 7.669% $285,668.84
3.760 8.654% 3324,534.20 3,750 7.561% $287,288.51
3775 3.647% $326,411.07 3.775 7.653% 3288 ,807.09
3.800 8.639% $328,286.87 3.800 7.645% $290,524.58
3.825 8.632% $330,161.61 3.825 7.638% $292,141.00
3.850 5.624% $332,035.30 3.850 7.630% $293,758.36
a.875 8.617% $332.807.05 3.875 7.622% $295,370.86
3.900 8.610% $335,779.57 3.500 7.615% $296,983.93
38925 3.603% 5337,650.17 3.925 7.6038% 3298,598.15
3.950 85.595% $339,518.75 3.850 7.800% $300,207.35
3.975 8.588% $341,388.33 3.975 7.593% $301,817.55
4.000 8 581% $343,255.82 4.000 7.586% $303,426.73
4,025 8.574% §345,122.52 4.025 7.579% $305,034,91
4.050 8.868% $346,988.15 4.050 7.571% $306,842 11
4.075 8.561% 5348,852 .81 4.075 7.564% $308,248,32
4,100 8.554% $350,716.50 4,100 7.557% $306,853.56
4128 8.547% 5352,578,25 4.125 7.550% $311,457.84
4,150 8.541% $354,441.05 4,150 7.544% 3313,061.17
4.175 8.534% $356,3071.91 4175 7.837% $314,663.55
4,200 8.528% 3358,161.85 4.200 7.530% 3316,2684.99
4,225 8.821% $360,020.87 4208 7.523% $317,565.49
4.250 8.518% $361,878.98 4,250 7.517% $319,485.08



EROM : AOME FLOME MO, @ 713 BE 1835 ]
8/25/2002
MODIFIED CURVE A MODIFIED CURVE g
Cost of Cost of
Canstruction Construction
in Mitlions Percent Fee in Millions Fercant Fee
4275 8.508% $363,?3818 4.275 7.510% $321,063.75
4,300 8.502% $366,592.48 4.300 7.504% $322.661.51
4.325 8.496% $367,447.90 4.325 7.497% $324.958.37
4350 8.490% $360,302.43 4350 7.491% 3325854 33
4375 8.484% $371,156.09 4.375 7.485% $327,449 41
4.400 8.477% §373,008.88 4,400 7.478% $328,043.61
4.425 8.471% $374,860.80 4.425 7.472% $330,636.04
4 450 8.465% $376,711.88 &4 450 7.466% $332.929 41
4 475 8.455%, $378,562.10 4475 7.460% $333,821.01
4 500 B.454% $380,411.48 4,500 7.454% £3358,411.77
4,505 8.448% $382,260.04 4.525 7.448% $337,001.68
4.550 8.442% $384,707.76 4,550 7.442% $338,590.75
4.575 8.436% $386,954.66 4,576 7.436% $340.178.99
4.600 8.430% $387,8300.75 4.600 7.430% $341,786.41
4,625 8.425% $389,646.03 4.625 7.424% $343,353.00
4.650 8.419% $391,400.50 4.850 7.418% $344,938.79
4.675 8.414% F393,334.18 4.675 T7.412% $346,523.77
4.700 8.4068% $385,177.07 4.700 7.407% $348,1G7.94
4,728 8.403% $397,018.17 4,725 7.401% $349,691.33
4.750 8.357% $398,860.50 4.75G 7.396% 3351,273.92
4.775 8.392% $400,701.08 a4.775 7.390% $352,855.74
4.800 8.386% $402,540.83 4.800 7.384% $354,436.77
4,825 8.381% $404,379.86 4.825 7.379% $356,017.04
4.850 8.376% 3408,218.13 4.850 7.373% $357.,596.54
4.875 8.370% $408,055.64 4875 7.368% $359,175 28
4.900 8.365% $409,892 42 4.900 7.362% $360,753.26
4.925 8.360% 3411,728.45 4.925 7.367% $362,330.50
4,980 3.355% 5413,863.75 4.8950 7.352% $363,906,99
4875 8.350% $415 398,32 4.978 7.346% $365,482.75
5.800 8.345% $417 23217 5.000¢ 7.341% S367,067.77
5.025 8.340% $418,066.26 5.0258 7.336% $368,832.07
§.050 8.338% $420,897.71 5,080 7.331% £370,205.64
h075 8.330% $422.729.42 5.075 7.326% $371,778.50
5.100 8.325% 5424 560.42 5100 7.321% $373,350.64
5.1258 8.320% 5425,390.72 5.125 7.316% $374,922.07
5150 8.315% $428,220.33 5.1580 7.311% $376,492 81
5,175 2.310% $430,649.25 5175 . 7.306% $378,062.84
5.200 8.305% 3431,877.49 5.200 7.301% $379,632.18
522 8.301% 5433,705.06 5225 7.286%, $381,200.83
5.260 8.296% $435,531.03 5230 7.291% $382,768.80
5275 8.281% 3437,368.14 5275 7.286% $384,336,09
5.300 8.286% 5438,133.68 5.300 7.281% $385,802.71
5.325 8.282% 3441, 008.57 5.325 7.276% $387,468.68
5,350 8.277% $442 822 80 5.350 7.272% $386,033.94
5.3758 8.273% 5444,656,37 5,375 7 287% $380,598.55
5.40Q 8.268% $448,479,30 5400 7.262%, $392,162.52
5h.428 B.264% 544830158 5,425 7.258% $383,7256.583

4



FEQM 0 Qe
B/25/2002
MCOIFIED CURVE A MODIFIED CURVE B
Cost of Cost of
COHStrUCﬁDﬂ Construction
in Miilions Percent Fee in Milliong Percant Fee
5.480 8.259% $450,123.22 5.450 7.263% $395,288.49
5475 B.255% $461,844.22 5478 7.248% $396,850, 51
5.500) 8.250% §453,764.60 5.500 7.244% $398.411.88
5,525 8.246% $455,584 34 5.525 7.239% $399.072.63
5650 8.242% $457 403 47 5.550 7.235% $401,532.74
5575 8.237% $459.221 97 5575 7.230% $403,092.22
5,600 8.233% $461,039.86 5.600 7.226% $404,651.08
5625 8.229% $462,857.13 5.625 7.221% $406,209.32
5.650 8.224% $464,673.80 5.650 7.217% 8407,766.94
5.675 8.220% $466,489.85 5,675 7.213% $409,323.95
5.700 8.216% - §468,305.33 5.700 7.208% $410,880.35
5,725 8.212% $470,120.19 57258 7.204% 342,436,158
5.750 8.208% $471,934 47 5.750 7.200% $413,991.35
85775 B.203% $473,748.15 8.775 7.1968% $415,545.05
5.800 8.159% $475,661.25 5.800 7.191% $417,099.96
5.825 3.195% $477,373.77 5.825 7 1BT% 5418 653.38
5.850 B.191% 547818571 5.850 7.183% $420,206.21
5.875 3.187% $480,997.07 5.875 7. 179% $421,758.46
5.900 B.183% 3482, 807 86 5.900 7.175% $423,310.13
5.825 B3.179% $484.618.09 5925 717 1% $424 85123
5.95G 8.175% $486,427 75 5.950 7.167% $426,411.75
5.975 8AA71% 3488,236.85 5.975 7.163% $427,961.71
6.000 85.167% $450,045 39 8.000 7.159% $429 811,10
6.025 8.184% 5491, 803.37 5.025 7.155% $431,059.92
6.050 3.160% 5493 860.81 6.050 7.181% $432,808.19
6.075 B.156% 5405, 467.63 8.075 7147 % $434,155.81
8100 8.152% $497 274.04 6.100 7.143% $435,703.07
6.125 3.148% $499,079.84 6.125 7.139% $437,249.68
6,180 8.144% $500,885.10 6.150 7.135% $438,795.75
5175 B.141% $502,685.82 6175 7.131% $440,341 .27
6.200 8.137% $504,484,02 5.200 TART% $441,886.26
5.225 8.133% $506,297.68 8.225 7.123% $443,430.70
6,250 8.130% $508,100.82 5.250 7.120% 3444 9874 62
5.275 8.1268% 3509,903 44 8,275 7. 116% 3446,518.00
6.300 8.122% B511,705.63 5.300 7.112% $448,060.86
6.325 8.119% $513,507.11 68.325 7.108% $449,603.20
6.350 B.115% $518,308.17 8.350 7.105% $451,148.01
8.373 B.112% 5617,108.72 - 6,375 7.101% $452,686.30
6.400 8.108% $518,908,77 © 8400 7.087% $454 227,08
G.423 8.104% $520,708.30 8.425 7.094% $455,767.34
8.450 8.101% $622,507.34 8.450 7.090% 3457307 .10
6.475 3.097% $524,306.87 85.475 7.086% $468,846.35
5.500 8.034% $626,103.91 6.500 7.083% $460,285.00
6.525 2.690% $527,901 45 5,525 7.079% 5451,923.33
6.550 8.087% $629,698.50 8,580 7.076% £463,4581.08
8,573 8.084% $531,495.06 5.573 7.072% $464,888.32
6600 2,080% $533,291.13 6.600 7.069% $468,535.08



FROM @ ACHE FHONE T, 7LD EZE 1938 Jul
6125/2002
MODHFIED CURVE A MODIFIED CURVE B
Cost of Cost of
Construction Construction
i Millions Percent Fee in Millions Percent Fee

6.825 8.077% $535,086.72 6.625 7.065% $468,671.34
€.650 8.073% $536,881.83 6.650 7.062% 3469,607.12
8,675 8.070% $538,676.45 6.675 7.058% $471,142.41
6700 8.067% $540,470.61 8.700 7.055% $472,677.21
6,725 8.063% £542,264.28 6,725 7.0519% $474.211.84
B.750 8.060% $544 057 49 8.750 7.048%, $478,745.39
6.775 8.057% $545,850.23 6775 7.048% $477,273.768
6.800 8.054% $547,642.50 §.800 7.041% $478.811.66
5.825 8.050% $549,434 31 6.825 7.038% $480,344.09
6.850 8.047% $851,225.85 6.850 7.035% $481,876.05
6.875 8.044% $553,016.54 5.875 7.031% $483,407 55
6.900 3.041% $854,B06.97 £.900 7.028% $484,938.58
8,925 8.038% 5556, 696.95 G3.925 7.025% $486 46815
6.950 8.034% $658,386.47 6.950 7.022% $487,009.27
8.975 2.031% $560,175.55 6.675 7.018% $489,528 93
7.000 3.028% $561,964.17 7.000 7.015% $491,058.13
7.025 8.025% $563,752.36 7.025 7.012% $462,586.83
7.050 B5.022% $585,540.09 7.050 7.009% $494 115.19
7.075 8.019% 3567,327.39 7.075 7.008% $495 643.04
7.100 83.016% $563, 114,25 7100 7.002% 3487,170.46
7.125 B.013% $570,900.67 7.125 6.999% $498,607.43
7.150 8.010% $572,686.66 7,180 5.996% $500,223.96
7.175 8.007% 8BT4,472.22 7175 6.993% $601,750.05
7.200 8.004% $576,257.35 7.200 6.990% $503,275.71
7.225 8.001% 3578,042.05 7225 68.987% $504,800.93
7.250 7.988% $579,826.32 7.250 6.984% $506,325.72
7.278 7.995% $581,610.18 7.275 8.981% $507 ,850.08
7.300 7.992% $583,393.61 7.300 B5.978% $5809,374 .02
7.3258 7.989% $585,176.62 7.325 6.975% $510,897.53
7.350 7.986% $586,959.21 7.350 5.972% $512,420.61
7.375 7.583% $583,741.30 7.375 5.969% $513,943.28
7.400 7.880% $590,523.15 7.400 G.966% $515,465,53
7.425 7977 % $592,304.51 7.4258 8.963% $516,987.36
7.450 7.974% $594.085.45 7.450 6.960% $518,6808.77
7.475 7.971% $5825 865,99 74758 G6.957% $520,029.77
7.500 7.969% $597.648.12 7.500 6.954% $521,550.36
7.525 7.968% $598 42585 7.525 G.951% $523,070 .54
7.550 7.963% $601,205.148 7.650 5.8948% $524,580.32
7.575 7.960% $602,984.11 7.575 &, 945% $526.109.6%
7.800 78957% $604,762.64 7.600 6.942% +027,628.65
7.625 7.955% $606,540.78 7.625 5.940% 35289,147 21
7.650 7.952% $608,318.52 7.650 6.937% $530,865.28
7.675 7.949% 3610,085.87 7.675 §.934% $532,185,14
7.700 7.848% $611,872.82 7.700 6.931% $533,700.52
7.725 7.944%; $613,649.40 7.725 8.928% $535,217.49
7.750 7.841% $615,4256.58 7.750 B.926% $536,734.08

$538,250.27

7175 . 7.938% $617,201.38 7775 8.923%

(o))
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7.800 7.936% $618,876.80 7,800 8.920% $639,7586.08
7.825 7.933% $620,751.83 7.825 6.917% $541,281.49
7.850 7.930% 622,526,449 7.850 6.915% 3542 79853
7.875 7.928% $624,300.76 7.875 6.912% $544,311.18
7.900 7.625% $626,074.66 7.800 6.909% $545 825 45
7.925 7.922% $627 84819 7.925 5.8906% $547,339.33
7.980¢ 7.920% $629,621.35 7.850 6.904% $548,852. 84
7.975 T.917% $6831,394.13 7.975 6.901% $550,365.98
8.000 7.915% $633,166.54 8.000 G 898% $851,878.74
8.025 7.912% $634,938.59 8.025 6.886% $563,361.12
8.050 7.909% $636,710.27 8.050 6.893% $654,.903.14
8.075 7.907% $638,.481 .58 8.075 B8.891% $556,414.78
8.100 7.904% $640,252 54 8.700 6.888% $557,928.06
8.125 7.902% 3642,023.13 8,125 6.835% $558,436 .97
8.150 7.899% $543,793.36 3.150 6.8383% $560,947 51
8175 7.897% $645,563.23 8.1758 6.880%, $562,457 .69
8,200 7.894% $647,332.75 8.200 5.878% $563,987.51
8.225 7.892%, $649,101.91 8.225 8.875% $565,476.97
8.250 7.889% $850,870.72 8.250 5.873% $566,986.07
8275 7.887% $652,639.18 8.275 6.870% 3668 454,80
8.300 7.884% 3854,407.29 8,300 6.868% $570,003.20
8.325 7.8829%, $656,175.05 8.325 &.865% $571,511.24
8.350- 7 880% 5857 942 48 8.350 65.863% $573,018.92
8.375 7.877% $659,709.52 8.375 B.860% $574,525.25
8.400 7.875% $661,476.24 8.400 5.858% $578,033.23
8.425 78729 $663,242.62 8.425 6.858% 577 539.88
8.4580 7.B70% $665,008.66 8.450 6.853% 3579,046.15
8.475 7.868% $668,774.35 8,475 &.850% $580,552.09
8.500 7.865% $668,539.71 8.500 G.848% 3582,057.69
8.525 7.863% $670,304.73 8,525 6.846% $583,662.94
8.550 7.880% $672,0659.42 8.5850 6.843%, $585,0687.86
8.8575 7.858% $673,833.77 8.575 5.840% $586,672.43
8,500 7.856% $675,507.79 3.800 5.838% 5688,076.57
8.625 7.853% 3677,361.47 8.625 6.836% $588,580,57
8,650 7.851% $673 124.83 8,650 5.833% $591,084.14
8.675 7.849% $580,887.85 8,675 5.831% $682 587 37
8 700 7.847% $G82 B50.58 8.700 5.829% 5594,000 27
].725 7. 8a4%, $6834,412,03 3.725 6.826% $695,552 84
8750 7.842% $686,174.98 8.750 6.824% $597,085.07
8.775 7.840% $887,936.71 8.775 5.822% $598,596.98
8.800 7.837% $688,695.11 8.800 £.8319% $600,098.57
8.825 7.835% $6891,458.20 B8.825 8.817% $601,538,.83
8,850 7.833% $683,219.96 8.850 5.815% $603,100.78
8.875 7.831% $894,880.41 8,875 5.812% $604,601.37
8.8900 7.828% $688,740,.54 &.900 5.870% %608,101.88
8.925 7.826% $698,500.35 8,925 8.808% 5607,601 63
8,850 7.824% $700,250.85 8.950 0.806% $609,101.28

=3
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8 978 7.822%, $702,019.04 8.975 6.803% $610,800.61
9.000 7.820% $703,777.91 8,000 8.801% 561 2,099 62
9.025 7.818% $705,536.48 9.025 6.799% $613,598.a2
9.0580 7.815% $707,294.73 90580 6.797Y, $615,096. 74
9.075 7.813% $708,052 68 89.075 6.794% 3616,594. 78
9100 7.811% $710,810.32 $.100 B.792% $618,092.54
9125 7.809%, $712,567 65 8125 B8.790% $318,589.09
8,150 7.807% $714,324.88 8150 6.788% $621,087.13
8.175 7.BO5% $718,081 41 g.178 6.786% $622 583,97
9.200 7.803% $717,837.84 8.200 6.783% $624,080. 49
9.225 7.800% 3719,593.96 9.225 6,781% $625 576,71
9.250 7.798% $721,349,7¢2 8.250 5.779% $627,072 83
8.275 7.786% $723,105.31 9.275 8. 777% $628,568,24
9.300 7.794% §724,860.54 9.300 8.775% $530,C}63.55
9.325 7.782% $726,815.47 9.325 8.773% $631,558. 55
9.350 7.780% $728,370. 11 9.350 E5.771% $833,053‘28
9.375 7.788% 3730,124.45 9.375 6.769% $834,547 8y
9.400 7.786% $731,878.50 9.400 6.766% $6386,041.80
9425 7.784%, $733,632.208 G.425 B8.764% $637,535.82
9 450 7.782% $735,385.73 9.450 5.762% 3639,029. 14
8,475 7.780% $737,138.01 9.475 3. 760% $640,522 37
9.5800 7.778% $738,891.80 8500 6.758% $642 018,34
8.525 7. 776% $740,644 41 9.525 5.756% $643 507,95
9.550 7.774% $742 30672 9.550 6.754% $6845,000,31
9,575 7.772% $744, 148,78 8.575 G.752% $646 4972 37
9.600 7.770% $745,200.580 9.600 6.750% 3647,984.15
a.825 7.768% $747 851,97 2625 6.748% $649 4758.63
9.650 7. 766% 3745,403,15 8,650 B.746% $650,066,84
8.675 7.784% $751,154 .06 8.675 6,744%, 3852 457 75
8.70a 7.762% $752,904 68 9,700 B8.742% $653,948.38
9.728 7.760% $754,655.02 89.725 6.740% $655,438.73
8,750 7.7688% 3756,405.09 9.750 8.738% $656,928,30
9775 7.756% §758,154.88 89.775 8,7368% $658,414.58
8.800 7.754% $759,804,39 8.800 6.734% $650,908.00
9.825 7.752% $761,653.63 9.825 8.732% $661,387.31
2.850 7.750% $783,402.60 39.850 8.730% 5662,888.26
9.875 7.748% $765,151.29 9.875 B8.728% $664,374.93
9.900 7.746% $766,889,71 9,900 B.728% $665,8683.33
0.925 7.745% $768.647 86 9,925 8.724% 3867 351,45
2.950 7. 743% $770,395.74 §.950 8.722% $668,830, 209
9975 7.741% $772,143.38 8.975 8.720% $570,326.85
10.000 7.738% $773,860.70 10.000 68.718% $671,814 .16



Agreement between North Harris County Regional Water Authority
and

Orrick, Herrington & Sutcliffe LLP



BOARD OF DIRECTORS-
. Alan J. Rendl, President -
Kelly P Fessler, Vice President

, -Lenox A, Sigler, Secretary
"~ ‘Ron Graharn, Asst. Secretary
~ James D. Pulliam, Treasurer

- Jimmie Schindewolf PE. - L .
* General Manager : : March 19, 2018

Robert M. Collie, Jr

Orrick, Herrington & Sutcliffe LLP
609 Main Street, 40" Floor
Houston, Texas 77002

~ Re:  Co-Bond Counsel Services for North Hartis County Regional Water Aufhority
Dear Mr. Collie: |

Transmitted herewith please find one fully -executed duplicate original of the
Agreement for the North Harris County Regional Water AUthority (the “Authority”) to
' ‘engage Orrick Herrington & Sutcliffe LLP (“Orrick”) and ‘Radcliffe Bobbitt Adams Polley
PLLC (“RBAP") (together the “Firms”) to serve as Co-Bond. Counsel for the Authority.
_This Agreement was approved by the Authonty Board of Dzrectors at the March 5, 2018
- Board meeting. : :

B Pléase feel free to contact me if you have any guestions or need 'a'ny additional
- information relative to this matter. :

‘Sincerely,

Jimmie Schindewolf
General Manager

JASAr

Cc:  Robin S. Bobbitt, 'RBAP.W[atfachrhent
. Cyndi Plunkett, NHCRWA, w/attachment =~
‘ Mark Evans NHCRWA Wlattachment

3648 Cypress Creek Phwy., Suite 110 & Houston, TX 77068 & 281.440. 3924 Fak:. 281-440-4104 -
- Visit onlme wwwnhcrwa com - . - :



ORRICK, HERRINGTON & SUTCLIFFE LLP RADCLIFFE BOBBITT ADAMS POLLEY PLLC
609 Main Street, 40" Floor 2929 Allen Parkway, Suite 3450
Houston, Texas 77002 Houston, Texas 77019

March 5, 2018

Mr. Jimmie Schindewolf, P.E.

General Manager

North Harris County Regional Water Authority
3648 Cypress Creek Pkwy., Suite 110
Houston, Texas 77068

Re:  Co-Bond Counsel Services for North Harris County Regional Water Authority
Dear Mr. Schindewolf:

We are pleased to submit to you this proposed agreement for the North Harris County -
Regional Water Authority {the “Authority”) to engage Orrick, Herrington & Sutcliffe LLP (“Orrick”)
and Radcliffe Bobbitt Adams Polley PLLC ("RBAP”) (together, the "Firms") to serve as Co-Bond
Counsel with respect to bonds and other obligations that may be issued by the Authority
(collectively, the “Bonds”). When approved by you on behalf of the Authority, this letter will confirm
and evidence a further agreement among the Authority and the Firms.

As Co-Bond Counsel, the Firms will prepare, or assist the appropriate Authority officials
and staff in the preparation of, all required legal proceedings and will perform certain other
necessary legal work in connection with the authorization and issuance of the Bonds. Services
as Co-Bond Counsel will include the following, which will be carried out directly or in concert with
Authority officials and staff, as follows:

(M Preparation or assistance in the preparation of the order and supplemental
indenture authorizing the issuance of the Bonds {together, the “Order”), the escrow
agreement, if any, the paying agent/registrar agreement and all other documents
and legal instruments that comprise the transcript of legal proceedings periaining
to the authorization, issuance and sale of the Bonds;

(2) Preparation of initial temporary bonds o be submitted to the Attorney General for
approval and to the Comptroller for registration and, if required, preparation of
definitive bonds to be held in book-entry only form;

(3) Attendance at meetings called by the appropriate Authority officials and staff to
discuss the sizing, timing and sale of the Bonds;

(4) Preparation of a transcript of legal proceedings pertaining to the Bonds and

submission thereof to the Attorney General of Texas to obtain an approving
opinion; and

4160-2557-0577.1



March 5, 2018
Page 2

(5) Prior to and in connection with the closing for the Bonds, giving advice to the
Authority to enable appropriate officials to comply with the arbitrage requirements
of the Internal Revenue Code of 1986 as they affect the Bonds, including yield
restrictions and rebate requirements.

Further, the Firms will provide legal services to the Authority in connection with its
disclosure obligations in connection with the issuance, sale and delivery of the Bonds. Such
services will include the following: Consultation with and advice to Authority officials and staff and
the Authority’s Financial Advisor regarding any disclosure issues, including assistance in
evaluating the materiality of such issues; assistance in the performance of any necessary due
diligence investigation, including due diligence calls or meetings, as appropriate; and analysis of
the requirements of applicable SEC and MSRB disclosure rules and the basis upon which such
rules are satisfied.

At the closing of the sale of the Bonds, the Firms will deliver one or more approving
opinions, based on facts and law existing as of its date, generally to the effect that the Bonds
have been duly issued, executed and delivered in accordance with the Constitution and laws of
the State of Texas, that the Bonds constitute valid and legally binding obligations of the Authority
(subject to bankruptey, insolvency, recrganization, moratorium and other similar laws in effect
from time to time relating to or affecting the enforcement of rights of creditors of political
subdivisions} and that, subject to certain restrictions, interest on the Bonds is excludable from the
gross income of the owners thereof for federal income tax purposes. Also at closing of the sale
of the Bonds, the Firms will deliver to the Authority one or more securities disclosure opinions in
customary form reasonably satisfactory to the Authority.

In addition to the services described above, the Firms are prepared to undertake the
following additional services, as directed by appropriate Authority officials:

¢y Attendance at rating agency presentations, investor meetings or other
presentations relating to the marketing of the Bonds and consuiltation with Authority
officials, staff and advisors, together with the underwriter for the Bonds, to develop
such presentations;

(2)  Any other special services not ordinarily required in connection with the issuance
of obligations of the nature of the Bonds, including services rendered in connection
with special federal income tax issues or unusual issues arising in connection with
the Authority's financial reports or audits, any documentation or related services
for credit or liquidity facilities or enhancements or other special structuring
techniques or devices to be employed in connection with the issuance of the
Bonds; and

3 After the closing for the Bonds, providing assistance to the Authority concerning
guestions and issues that may arise prior to the maturity of the Bonds,

4160-2557-0577.1
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For services performed in connection with the issuance of the Bonds (exclusive of the
additional services, as described above), the Firms will be paid a fee calculated as follows: $2.00
per $1,000 for the first $100,000,000 in aggregate proceeds of each series of Bonds actually
delivered; $1.50 per $1,000 for the next $50,000,000 (to a total of $150,000,000) in aggregate
proceeds of each series of Bonds actually delivered; $1.00 per $1,000 for the next $50,000,000
(to a total of $200,000,000) in aggregate proceeds of each series of Bonds actually delivered; and
$0.50 per $1,000 in aggregate proceeds over $200,000,000 of each series of Bonds actually
delivered; subject, however, to a minimum fee of $30,000 for each series of Bonds. The Authority
will pay two-thirds of such fee to Orrick and one-third of such fee to RBAP.

For purposes of the foregoing calculations, proceeds includes the principal amount of the
Bonds and any premium thereon. The fees described above shall be paid from the proceeds of
- the sale of the Bonds or from other funds, as the Authority deems appropriate. Except as
otherwise provided below, such fees shall be paid by wire transfer to Orrick and RBAP,
respectively, upon receipt by the Authority of an approved invoice and delivery of the Bonds.

The fee for any additional services provided by the Firms, as described above, will be
determined on an hourly rate basis as the Authority and the Firms may agree, whichever is less.
The hourly rates will be those customarily charged by the Firms to other clients for the same or
similar services, taking into consideration the time consumed in providing the services, the level
of experience and ability of the attorneys performing the services and the difficulty and complexity
of the tasks involved. »

The Firms will be reimbursed for expenses incurred in connection with the issuance of
each series of Bonds, including any filing fees paid by the respective Firm to the Attorney General
of Texas, which fees may be as much as $9,500 per series or subseries of Bonds. Nothing herein
shalt be construed as creating any personal liability on the part of any officer of the Authority, and
this agreement may be terminated by the Authority by giving thirty (30) days’ prior written notice
to the Firms.

If this proposed agreement for the services of the Firms is satisfactory, please evidence
your acceptance and approval by executing three copies, each of which shall be an original, in
the space provided below.

Very truly yours,

E&Bil BITT ADAMS POLLEY FiiC

ORRICK HERRINGTON & SUTCLIFFE LLP RAD L.

Rt h e Y o i ), N

Robert M. Collie, Jr. Robin S. Bebbitt= N

4160-2557-0577.1
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Approved: ¥ 5.¢ E & , 2018

NORTH HARRIS COUNTY REGIONAL
WATER AUTHORITY

General Manz

me@‘e Schindewolf, P.E.

4160-2557-0577.1



CERTIFICATE OF INTERESTED PARTIES

rorm 1295
1of1
Complete Nos. 1 - 4 and 6 if there are interested parties, OFFICE USE ONLY
Complete Nos, 1, 2, 3, 5, and 6 if thers are no Interasted parties, CERTIFICATION OF FILING
1 Name of business entity filing form, and the city, state and country of the business entity's place Certificate Number:
of businass, 2018-319006
Orrick Herrington & Sutcliffe LLP
Houston, TX United States Date Filed:
2 Name of governmental entity or state agency that is a party to the contract for which the form s 02/26/2018
being filed,
North Harris County Regional Water Authority Date Acknowledged:

3 Provide the identification number used by the governmental entity or state agency to track or identify the coniract, and provide a
description of the services, goods, or other property to be provided under the contract,

NHCRWA 2018
Bond Counsel services

. Nature of interest

Name of Interested Party City, State, Country (glace of business) {check applicable}
Cantroliing Intermediary

Brown, Walter ' | San Francisco, CA United States X

Zukiie, Mitchell Menlo Park, CA United States X

Hermla, Lynne Menlo Park, CA United States X

Bicks, Peter New York, NY United States X

5 Check oniy if there is NO Interested Party. D

§ UNSWORN DECLARATION

My name is Kﬂt’)c’)’"{: M- CO”H?) J\f , &nd my date of birh Is Sa?i ;7:71 }q"{{i
My address is {:;D@! M&H? 5’}\"&'}5 Lfof!:\;FIDle , H"CJ Us‘h;’i‘/ Ty , -7’)00b \ (/-S'A—

(street) / (clity) {slale) (zip code) (country)

| declare under penaity of perjury that the foregoing is true and correct.

n K—" A
Executed in H’ff\ v S County, State of )‘%CM—‘ , 6n iheﬂﬂ day of _F{'ng%,zo IQ .
{month) (year)

Bobet WL

Signature of authorized agent of cnntrééfing business entity
{Deciarani)

Forms provided by Texas Ethics Commission www.gthics.state.tx.us Version v1.0.5523



Agreement between North Harris County Regional Water Authority
and

GMS Group, L.L.C.
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BEGROUPES 4rr1 nre oF GRUNTAL & CO, INCORPORATEL) ESTABLISHED 1880, MEMBER NEW YORK STOCK EXCHANGE

July 5, 2000

North Harris County Regional Water Authority
Attn: Board of Directors/General Manager
P.O. Box 1253

Tomball, Texas 77375-1253

Gentlemen:

The purpose of this letter is to Serve as a "day to day" Financial Advisory Agreement (the
"Agreement") between the North Harris County Regional Water Authority (the "Authority”) and
the GMS Group, L.L.C. ("GMS"),

GMS proposes to serve as the Financial Advisor to the Authority and to work with the
Authority on a project by project basis. We will work on projects/assighments that the
Authority's management/sta wishes us to work on from time to time. GMS will work on
projects only after receiving direction from the Authority’'s managemeny/staff. GMS will not
just "go-off' and work on a project/assignment unless asked to do so by the Authority.
Attached to this letter is the “Scope of Services” schadule that you provided to me on June
28" that schedule is incorporated into this letter agreement in order fo help define what GMS
wiil da for the Authority.

GMS will be paid a fee of $135.00 per hour for the work performed. GMS will NOT charge
additional fees, based upen issue size, for work that is performed as g part of any bond
transaction, private placement transaction, or loan transaction.

Amounts invoiced by GMS ta the Authority will be paid only if the Authority is happy with the
work performed. Invoices will specifically identify the time that was spent on each
project/assignment so the Board members can easily review the charges for work performed.

If the Authority Is not happy with the work performed, then no amount will be owed to GMS
for such work.

GMS will work exclusively in an advisory capacity to the Authority and not put ourselves in a

GALLERIA FINANCIAL CENTER ® 5076 WESTHEIMER, SUITE 1 176 * HOUSTON, TEXAS 77056-5608
(713) 822-7620 ¥ (800) 453-8234 ® FAX(713) 622-85190
MEMOER NASD AND §17GC
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4

North Harris County Regional Water Authority
Page 2

Either party may terminate this Agreement at any time without cause by giving the other party
7 days written notice, Upon notice of termination, GMS will complete any work that it is
currently in the process of providing far the Authority’s management/staff at the Authority’s
request. Upon termination, the Authority will pay the amounts owed to GMS for the work
performed.

If this Agreement is acceptable to the Authority, then just let me know what you would like for
me to begin working on for you.

I have enjoyed working/visiting with the. Board members during the past few months and |
look forward to continuing to work with you and your staff in the future. | promise to do a
good job for you.

If | can answer any questions that you may have, please do not hesitate to call me at (713)
626-3552,

Sincerely yours,

ohn F. Howell, Jr.
Senior Vice President



| IAN-1o-2083  @9:21
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7.

JRP 7132371313

ATTACHMENT . |
FINANCIAL ADVISOR
(DAY TO DAY)
SCOPE OF SERVICES

Serve in.an advisory capacity 0 the Board of Directors, Genexal Magager and

Financial Asgistant,

Accept assignments on a project-by-i)mject basis. Projects to be defined prior
to inttiating servicas,

Offer information pertinent to the Finanoial Assistant position, i.e., job
desgcription, salary range, efc. - v

) Asgist NHCRWA in developing an investment policy.

Assist Getieral Manager and Pinancie! Assistant with financia] planning and
cash fanagement both short and long term,

Assist Gerieral Matiager and Financial Asaistant in reporting fund information

fo NHCRWA Board,

Assist with financial pregentetions to member'boards on financing options in
converfing to an alternate water supply. '

P. 64

TOTAL P.G&d
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- TELECOPIER COVER PAGE

JOHNSON RADCLIEFE

PETROV & BOBBITT PLLC

TO: NAME COMFPANY/PHONE NUMBER FAX NUMBER
Cynthia Plunkett 281/440-3924 281/440-4104
FROM: Robin S. Bobbitt DATE: 1/10/03-9:15 am
cc: CHARGE: #853.0000

RE: NHCRWA PAGES: 4

MESSAGE: Cyndi, per your request, attached is a copy of The GMS Group agreement
with the Authority.

(ORIGINALS WILL NOT BE MAILED!)

RANHCRWA\FAX Cover\Cynthia Plunkett.doe/#2853.0000

Please call Jessica at 713.237.1221 should you have any problems or questions regarding this fax,

CONFIDENTIALITY NOTICE: The documenis accompanying this telecopy transmission contain confidential information
whick is legatly privileged. The information is intended only for the use of the recipient named above. If you have received
this telecopy in error, pleuse notify us immediately by teleplione to arrange for returss af the oviginal documents to us. You
are hereby notified that any disclosure, copying, distribution, or dctiom in relignce on the contenty of these documents iy
strietly prohibited.

1001 McKinney, Suite 1000, Hbouston, Texas 77002-6424 Phone 713.237.1221/800.890.3058 Fax 713.237 1313



There is no Contributor Contract for the Certified Public Accountant (CPA).

The CPA is employed at the North Harris County Regional Water Authority.



Agreement between North Harris County Regional Water Authority
and

Radcliffe Bobbitt Adams Polley PLLC



BOARD OF DIRECTORS-
. Alan J. Rendl, President -
Kelly P Fessler, Vice President

, -Lenox A, Sigler, Secretary
"~ ‘Ron Graharn, Asst. Secretary
~ James D. Pulliam, Treasurer

- Jimmie Schindewolf PE. - L .
* General Manager : : March 19, 2018

Robert M. Collie, Jr

Orrick, Herrington & Sutcliffe LLP
609 Main Street, 40" Floor
Houston, Texas 77002

~ Re:  Co-Bond Counsel Services for North Hartis County Regional Water Aufhority
Dear Mr. Collie: |

Transmitted herewith please find one fully -executed duplicate original of the
Agreement for the North Harris County Regional Water AUthority (the “Authority”) to
' ‘engage Orrick Herrington & Sutcliffe LLP (“Orrick”) and ‘Radcliffe Bobbitt Adams Polley
PLLC (“RBAP") (together the “Firms”) to serve as Co-Bond. Counsel for the Authority.
_This Agreement was approved by the Authonty Board of Dzrectors at the March 5, 2018
- Board meeting. : :

B Pléase feel free to contact me if you have any guestions or need 'a'ny additional
- information relative to this matter. :

‘Sincerely,

Jimmie Schindewolf
General Manager

JASAr

Cc:  Robin S. Bobbitt, 'RBAP.W[atfachrhent
. Cyndi Plunkett, NHCRWA, w/attachment =~
‘ Mark Evans NHCRWA Wlattachment

3648 Cypress Creek Phwy., Suite 110 & Houston, TX 77068 & 281.440. 3924 Fak:. 281-440-4104 -
- Visit onlme wwwnhcrwa com - . - :



ORRICK, HERRINGTON & SUTCLIFFE LLP RADCLIFFE BOBBITT ADAMS POLLEY PLLC
609 Main Street, 40" Floor 2929 Allen Parkway, Suite 3450
Houston, Texas 77002 Houston, Texas 77019

March 5, 2018

Mr. Jimmie Schindewolf, P.E.

General Manager

North Harris County Regional Water Authority
3648 Cypress Creek Pkwy., Suite 110
Houston, Texas 77068

Re:  Co-Bond Counsel Services for North Harris County Regional Water Authority
Dear Mr. Schindewolf:

We are pleased to submit to you this proposed agreement for the North Harris County -
Regional Water Authority {the “Authority”) to engage Orrick, Herrington & Sutcliffe LLP (“Orrick”)
and Radcliffe Bobbitt Adams Polley PLLC ("RBAP”) (together, the "Firms") to serve as Co-Bond
Counsel with respect to bonds and other obligations that may be issued by the Authority
(collectively, the “Bonds”). When approved by you on behalf of the Authority, this letter will confirm
and evidence a further agreement among the Authority and the Firms.

As Co-Bond Counsel, the Firms will prepare, or assist the appropriate Authority officials
and staff in the preparation of, all required legal proceedings and will perform certain other
necessary legal work in connection with the authorization and issuance of the Bonds. Services
as Co-Bond Counsel will include the following, which will be carried out directly or in concert with
Authority officials and staff, as follows:

(M Preparation or assistance in the preparation of the order and supplemental
indenture authorizing the issuance of the Bonds {together, the “Order”), the escrow
agreement, if any, the paying agent/registrar agreement and all other documents
and legal instruments that comprise the transcript of legal proceedings periaining
to the authorization, issuance and sale of the Bonds;

(2) Preparation of initial temporary bonds o be submitted to the Attorney General for
approval and to the Comptroller for registration and, if required, preparation of
definitive bonds to be held in book-entry only form;

(3) Attendance at meetings called by the appropriate Authority officials and staff to
discuss the sizing, timing and sale of the Bonds;

(4) Preparation of a transcript of legal proceedings pertaining to the Bonds and

submission thereof to the Attorney General of Texas to obtain an approving
opinion; and

4160-2557-0577.1
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(5) Prior to and in connection with the closing for the Bonds, giving advice to the
Authority to enable appropriate officials to comply with the arbitrage requirements
of the Internal Revenue Code of 1986 as they affect the Bonds, including yield
restrictions and rebate requirements.

Further, the Firms will provide legal services to the Authority in connection with its
disclosure obligations in connection with the issuance, sale and delivery of the Bonds. Such
services will include the following: Consultation with and advice to Authority officials and staff and
the Authority’s Financial Advisor regarding any disclosure issues, including assistance in
evaluating the materiality of such issues; assistance in the performance of any necessary due
diligence investigation, including due diligence calls or meetings, as appropriate; and analysis of
the requirements of applicable SEC and MSRB disclosure rules and the basis upon which such
rules are satisfied.

At the closing of the sale of the Bonds, the Firms will deliver one or more approving
opinions, based on facts and law existing as of its date, generally to the effect that the Bonds
have been duly issued, executed and delivered in accordance with the Constitution and laws of
the State of Texas, that the Bonds constitute valid and legally binding obligations of the Authority
(subject to bankruptey, insolvency, recrganization, moratorium and other similar laws in effect
from time to time relating to or affecting the enforcement of rights of creditors of political
subdivisions} and that, subject to certain restrictions, interest on the Bonds is excludable from the
gross income of the owners thereof for federal income tax purposes. Also at closing of the sale
of the Bonds, the Firms will deliver to the Authority one or more securities disclosure opinions in
customary form reasonably satisfactory to the Authority.

In addition to the services described above, the Firms are prepared to undertake the
following additional services, as directed by appropriate Authority officials:

¢y Attendance at rating agency presentations, investor meetings or other
presentations relating to the marketing of the Bonds and consuiltation with Authority
officials, staff and advisors, together with the underwriter for the Bonds, to develop
such presentations;

(2)  Any other special services not ordinarily required in connection with the issuance
of obligations of the nature of the Bonds, including services rendered in connection
with special federal income tax issues or unusual issues arising in connection with
the Authority's financial reports or audits, any documentation or related services
for credit or liquidity facilities or enhancements or other special structuring
techniques or devices to be employed in connection with the issuance of the
Bonds; and

3 After the closing for the Bonds, providing assistance to the Authority concerning
guestions and issues that may arise prior to the maturity of the Bonds,

4160-2557-0577.1
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For services performed in connection with the issuance of the Bonds (exclusive of the
additional services, as described above), the Firms will be paid a fee calculated as follows: $2.00
per $1,000 for the first $100,000,000 in aggregate proceeds of each series of Bonds actually
delivered; $1.50 per $1,000 for the next $50,000,000 (to a total of $150,000,000) in aggregate
proceeds of each series of Bonds actually delivered; $1.00 per $1,000 for the next $50,000,000
(to a total of $200,000,000) in aggregate proceeds of each series of Bonds actually delivered; and
$0.50 per $1,000 in aggregate proceeds over $200,000,000 of each series of Bonds actually
delivered; subject, however, to a minimum fee of $30,000 for each series of Bonds. The Authority
will pay two-thirds of such fee to Orrick and one-third of such fee to RBAP.

For purposes of the foregoing calculations, proceeds includes the principal amount of the
Bonds and any premium thereon. The fees described above shall be paid from the proceeds of
- the sale of the Bonds or from other funds, as the Authority deems appropriate. Except as
otherwise provided below, such fees shall be paid by wire transfer to Orrick and RBAP,
respectively, upon receipt by the Authority of an approved invoice and delivery of the Bonds.

The fee for any additional services provided by the Firms, as described above, will be
determined on an hourly rate basis as the Authority and the Firms may agree, whichever is less.
The hourly rates will be those customarily charged by the Firms to other clients for the same or
similar services, taking into consideration the time consumed in providing the services, the level
of experience and ability of the attorneys performing the services and the difficulty and complexity
of the tasks involved. »

The Firms will be reimbursed for expenses incurred in connection with the issuance of
each series of Bonds, including any filing fees paid by the respective Firm to the Attorney General
of Texas, which fees may be as much as $9,500 per series or subseries of Bonds. Nothing herein
shalt be construed as creating any personal liability on the part of any officer of the Authority, and
this agreement may be terminated by the Authority by giving thirty (30) days’ prior written notice
to the Firms.

If this proposed agreement for the services of the Firms is satisfactory, please evidence
your acceptance and approval by executing three copies, each of which shall be an original, in
the space provided below.

Very truly yours,

E&Bil BITT ADAMS POLLEY FiiC

ORRICK HERRINGTON & SUTCLIFFE LLP RAD L.

Rt h e Y o i ), N

Robert M. Collie, Jr. Robin S. Bebbitt= N
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Approved: ¥ 5.¢ E & , 2018

NORTH HARRIS COUNTY REGIONAL
WATER AUTHORITY

General Manz

me@‘e Schindewolf, P.E.

4160-2557-0577.1



CERTIFICATE OF INTERESTED PARTIES

rorm 1295
1of1
Complete Nos. 1 - 4 and 6 if there are interested parties, OFFICE USE ONLY
Complete Nos, 1, 2, 3, 5, and 6 if thers are no Interasted parties, CERTIFICATION OF FILING
1 Name of business entity filing form, and the city, state and country of the business entity's place Certificate Number:
of businass, 2018-319006
Orrick Herrington & Sutcliffe LLP
Houston, TX United States Date Filed:
2 Name of governmental entity or state agency that is a party to the contract for which the form s 02/26/2018
being filed,
North Harris County Regional Water Authority Date Acknowledged:

3 Provide the identification number used by the governmental entity or state agency to track or identify the coniract, and provide a
description of the services, goods, or other property to be provided under the contract,

NHCRWA 2018
Bond Counsel services

. Nature of interest

Name of Interested Party City, State, Country (glace of business) {check applicable}
Cantroliing Intermediary

Brown, Walter ' | San Francisco, CA United States X

Zukiie, Mitchell Menlo Park, CA United States X

Hermla, Lynne Menlo Park, CA United States X

Bicks, Peter New York, NY United States X

5 Check oniy if there is NO Interested Party. D

§ UNSWORN DECLARATION

My name is Kﬂt’)c’)’"{: M- CO”H?) J\f , &nd my date of birh Is Sa?i ;7:71 }q"{{i
My address is {:;D@! M&H? 5’}\"&'}5 Lfof!:\;FIDle , H"CJ Us‘h;’i‘/ Ty , -7’)00b \ (/-S'A—

(street) / (clity) {slale) (zip code) (country)

| declare under penaity of perjury that the foregoing is true and correct.

n K—" A
Executed in H’ff\ v S County, State of )‘%CM—‘ , 6n iheﬂﬂ day of _F{'ng%,zo IQ .
{month) (year)

Bobet WL

Signature of authorized agent of cnntrééfing business entity
{Deciarani)

Forms provided by Texas Ethics Commission www.gthics.state.tx.us Version v1.0.5523



Agreement between North Harris County Regional Water Authority
and

Freese and Nichols, Inc.



* Notth Hartis County o, 3 . 'BOARDOFDIRECTORS .

o R . 0 KellyP Fessler, President
REG] NA ATER 14w Rg L M, Alan J. Rendl, Vice President
: ; gty Ron Graham, Secretary

A“ihﬂ’ﬂty g . Y . + .+ .. James D. Pulliam, Treasurer
. ‘ : " n ' LenoxA Sagler Asst Secretafy -

Jlmmle Schmdewo]f PE
_ GeneralManager '

August5,2014

‘Michael V. Reedy, P.E.:

Principal and Vice President .

* Freese and Nichols; Inc.
10497 Town and Country Way, Su1te 600 '
" Houston; Texas 77024 ’ ‘

7 ' Re:‘ Agreement For Profess1ona1 Engmeermg Servmes

b Dea1 Ml Reedy

i

, _ .

Transm1tted heleWIth please ﬂnd one fully executed duphcate orlgmal of AgTeement For‘ ol
Professmnal Englneermg Services between the North. Harris County Regional Water Authonty o
(the “Authority”) and Freese & Nlchols In¢. This Agréement was approved -by the. Authorlty s
~ Board of Directors at the August 4,2014 Board' meetmg I am also sending one duplicate original
-to- Tom Rolen (Authorlty Program Dnector) one to" Robin S Bobbltt (Authonty General e
Counsel) and I am reteunmg' one.for the Authorlty contraet ﬁle - "

Please call me 1F. you have any questlons or need any addltlonal mformatmn Ielatlve to

th1smatter e,
Jlmrme Schtndewolf P E.-.
Genelal Manager ‘ :
- g TASr 2,
Attachment

: :Ce-i ' Robm S Bobbitt Radchffe Bobb1tt Adams Polley PLLC w/attac}nnent
- Jon Polley, Radcliffe Bobbitt Adams Polley PLLC - w/attachment -
© ' ..Tom Rolen, P.E;, AECOM Technical Services, Inc.- w/attachment
,ShowrtNandagm P.E,NHCRWA . e RN gt s O ARCT B
"-Cynch Plunkett NHCRWA —w/attachment S " 22 e PEN g e L e

R
\"'

3648 Cypress Creek Pkwy SUIte 110 Houston TX77068 Yy 281 440*3924 6 Fax 281 440 4104
oy Vtsztonlme www nhcrwa com i :




AGREEMENT FOR PROFESSIONAL ENGINEERING SERVICES

FREESE AND NICHOLS, INC.

THE STATE OF TEXAS §

§
COUNTY OF HARRIS §

THIS AGREEMENT FOR PROFESSIONAL ENGINEERING SERVICES (the
"Agreement") is made and enfered into by and between the North Harris County Regional Water
Authority (hereinafter the "Authority"), a governmental agency and body politic and corporate of
the State of Texas, and Freese and Nichols, Inc. (hereinafter the "Engineer™).

RECITALS:

The Authority desires on-call services of an Engineer from time to time to provide
professional engineering services as may be needed in support of Authority-sponsored projects;

The Engineer represents that it is qualified and willing to provide such services that may
be required by the Authority; and

NOW, THEREFORE, the Authority and the Engineer, in consideration of the mutual
covenants and agreements herein contained, do mutually agree as follows:

TERMS:
SECTION I
DEFINITIONS

1. "Basic Engineering Design Services" shall mean the items reflected as such in the
detailed Scope of Services attached to the Work Authorization issued by the
General Manager., A sample SCOPE OF BASIC ENGINEERING DESIGN
SERVICES is attached as Appendix A-1.

2. "Construction Cost" shall mean the direct cost to the Authority paid to the
construction confractor for all items included in a Construction Package,
including labor, materials, equipment and cash allowances required for the
Construction Package and determined by the actual construction contract amount,
less the cost of permits, allowances and items designed and paid for as additional
services, including separate bid prices for such items (e.g., Traffic Control Plan,
Storm Water Pollution Prevention Plan and Cathodic Protection).

3. *Construction Package" shall mean the graphics and written information prepared

by the Engineer and that is required for providing the design, obtaining bids and
administering the construction contract for the Project.

00167416




4. "Design Phase Agreed Estimate" shall mean the estimate of probable
Construction Cost for a Construction Package developed at the completion of the
approved Preliminary Engineering Phase, updated at the completion of the Design
Phase and agreed to in writing by the General Manager and the Engineer,

5. "Preliminary Phase Agreed Estimate" shall mean the estimate of probable
Construction Cost developed and agreed to in writing by the General Manager
and the Engineer prior to commencing work on the Preliminary Engineering
Phase of the Project. This agreed estimate applies only to the Preliminary
Engineering Phase.

6. "Program Manager" shall mean the Authority’s manager of its water supply
program.
7. "Project" shall mean a design and/or construction project of the Authority

authorized by the General Manager through the issuance of a Work Authorization.
SECTION IT
CHARACTER AND EXTENT OF SERVICES

From time to time during the course of this Agreement, the General Manager of the
Authority or his designee (hereinafier the "General Manager") may deliver to the Engineer
written authorization (hereinafter known as "Work Authorization") in accordance with this
Section for the performance of certain professional services with regard to specified Authority
projects, which services the Engineer shall then perform in accordance with this Agreement. The
General Manager may authorize the Engineer to provide all or any of the engineering and related
services that are listed in Appendices A and A-1, attached hereto and made a part hereof,

The Authority shall have no obligation to pay for any services hereunder that have been
rendered without the prior Work Authorization of the General Manager, The written
authorization shall specify the services to be performed, a budget amount for such services, and a
required completion date for such services. During the course of any services authorized
hereunder, the Engineer shall provide the Authority with progress reports at such times and in
such manner as may be requested by the General Manager. If it should become evident that the
Engineer will not be able to complete any service hereunder by the previously set completion
date or within the previously set budget for same, the Engineer shall notify the General Manager
as soon as possible.

SECTION II
TIME OF PERFORMANCE

Upon receipt of a Work Authorization to perform certain services hereunder, the
Engineer shall proceed diligently to complete each service within the limits of time therein
specified. The Authority shall have no obligation to pay for a service performed after the
required completion date for same, as set forth in its Work Authorization, except to the extent the
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date for required completion is extended and continuation of such service is approved by the
General Manager.

SECTION IV
THE ENGINEER'S COMPENSATION

For and in consideration of services rendered hereunder by the Engineer, the Authority
shall pay the Engineer reimbursable compensation, lump sum compensation, or percent of
coustruction cost compensation as agreed to in writing by the Engineer and General Manager for
each Work Authorization, as such form of compensation may be applicable.

It is expressly understood that the Engineer shall neither seek reimbursement nor will the
Authority be obligated to pay or reimburse the Engineer for normal business expenses such as
overtime premium rate, postage, messenger services, delivery charges, mileage within Harris
County, parking fees, facsimile (fax) transmissions, computer time on in-house computers and
graphic systems, blucline drawings or photocopies specifically required by Section II hereof, or
other costs or expenses, except those for which reimbursement is specifically provided in the
following sentence. If approved in writing by the General Manager prior to their being incurred,
the Engineer may be reimbursed for the reasonable and necessary cost of the following (plus
10% of reimbursable invoice cost only if services are performed by a subcontractor pursuant to
authorization for such expense), to the extent they are incurred in providing services hereunder:
copies of reports or other documents to be delivered to the Authority or in accordance with
instructions of the Authority in excess of the number specifically required by Section II hereof,
costs of travel outside of Harris County, rental costs of transportation equipment necessary to
gain access to the project site, costs of presentation materials (i.e., charts, slides, transparencies),
and costs of photographic and video services. Should the General Manager direct that work be
performed on an overtime basis, the overtime premium may be authorized by the General

Manager,

The Authority shall have no obligation to pay compensation or reimbursement for any
service or expense in excess of the amount budgeted for same in its Work Authorization, except
to the extent the budget for such service is increased and continuation of such service is
approved by the General Manager.

The forms of compensation to be paid under the provisions of this Agreement are
described as follows:

Reimbursable Compensation

For services compensated under the reimbursable method, the Authority shall pay the
Engineer in accordance with the hourly rates reflected in Appendix B attached hereto and made

a part hereof.
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Lump Sum Compensation

For services compensated under the lump sum method, the Authority shall pay the
Engineer a lump sum amount with interim monthly progress payments made equal to the
estimated percent complete of the authorized services times the lump sum fee. However, if the
services are for development of a Construction Package, including the Preliminary Engineering,
Design and Construction Phases of the Project, a budget will be established for each phase of the
Project and interim payments will be calculated as described above. Final compensation for
each phase of the Project will be made after all required documents are provided to and approved
by the General Manager, except as follows: 1) until such time as a construction contract for the
Project is bid or not more than nine (9) months have elapsed since final plans and specifications
have been submitted and approved by the Authority, whichever occurs first, the maximum
compensation payable to the Engineer for the Design Phase of the Project shall not exceed 95%
of the fee budgeted for this phase of the Project; and 2) final payment for the Construction Phase
of the Project shall be made after the constructed Project is accepted by the Authority and all
required deliverables are provided by the Engineer to the Authority, including record drawings,
ete. for the Project.

Percent of Construction Cost Compensation

For Basic Engineering Design Services to be compensated under the percent of
construction cost method, the Authority shall pay the Engineer an amount based on a percentage
of either the actual Construction Cost or an agreed estimate as provided below. Unless
otherwise agreed in writing by the Engineer and the General Manager, the percentage of the
respective base fee allowable for each phase shall be as follows: 1) Preliminary Engineering
Phase - 35% of the total fee; 2) Design Phase - 50% of the total fee; and 3) Construction Phase -
15% of the total fee. The total fee shall be based on the City of Houston Curves of Median
Compensation, as reflected in Appendix C.

For interim and final payments during the Preliminary Engineering Phase, the
Preliminary Phase Agreed Estimate will be used unless otherwise established, Interim payments
shall be equal to the percentage of completion of the Preliminary Engineering Phase multiplied
by the preliminary engineering base fee.

For interim payments during the Design Phase, the Design Phase Agreed Estimate
established at the end of the Preliminary Engineering Phase of the Project shall be used in
calculating the base fee for the Design Phase. The basis for interim payments shall be equal to
the percent complete of the Design Phase multiplied by the Design Phase base fee.

The final payment for the Design Phase shall be calculated as follows:

1. If a construction contract for the Project is not advertised for bids or not awarded
within nine (9) months from the date the final plans and specifications were
submitted and approved by the Authority, the final payment to the Engineer for
the Design Phase shall be calculated based on the most current Design Phase
Agreed Estimate, less any previous payments.
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2. If a construction contract for the Project is advertised for bids but not awarded
within nine (9) months from the date the final plans and specifications were
submitted and approved by the Authority, the final payment to the Engineer for
the Design Phase shall be calculated based on the most current Design Phase
Agreed Estimate, less any previous payments,

3. If a construction contract for the Project is awarded within nine (9} months from
the date final plans and specifications were submitted and approved by the
Authority, the final payment to the Engineer for the Design Phase shall be
calculated based on the lowest responsive bid received for the Construction
Package, less any previous payments. However, the Engineer's fee will not be
any lower than 95%, nor any greater than 105% of the base fee calculated using
the most current Design Phase Agreed Estimate,

The allowable fee for the Construction Phase of the Project shall be calculated based on
the actual cost of the construction contract awarded for the Project. For interim payments during
the Construction Phase, the fee shall be prorated based on the percentage of construction
completed. Up to 95% of the total Construction Phase fee shall be paid when the construction
contract is determined to be substantially complete. The remaining 5% shall be paid thirty (30)
days after the final approval of construction by the Authority and delivery of record drawings for
the Project to the General Managet.

SECTION V¥
TIME OF PAYMENT

On or about the fifteenth (15™) day of each calendar month during the performance of the
services to be provided under this Agreement, the Engineer shall submit a sworn statement to the
General Manager and marked "Attention: Program Manager”, in a form suitable to the Authority,
setting forth the services provided under this Agreement which were completed during such time
period and the compensation which is due. All charges based upon hourly rates of services,
whether the charges are being billed directly to the Authority or whether they are the basis of
invoices from subcontractors for which the Engineer seeks reimbursement from the Authority,
shall be accompanied by copies of actual time sheets signed by the person performing the services
and countersigned by his/her supervisor certifying that the work performed was authorized by the
General Manager. The time sheets shall identify each person performing the services, the date or
dates the services were performed, the applicable hourly rates, the total amount billed for each
person and the total amount billed for all persons, and shall be accompanied by such other details
as may be requested by the Authority for verification purposes. The Engineer shall retain its
records and shall keep same available for inspection during regular business hours by Authority
officials. The Engineer's statement becomes due and payable within forty-five (45) days after
approval by the General Manager unless such statement is rejected for cause and returned to the
Engineer. The General Manager shall review the statements and approve them with such
modifications, if any, as he/she deems appropriate. Approval or payment of any statement shall
not be considered to be evidence of performance by the Engineer or of receipt or acceptance by
the Authority of the work covered by such statement. The final statement submitted shall certify
that all services to be provided pursuant to this Agreement have been performed. Within
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forty-five (45) days after the performance of all services provided for in this Agreement and the
acceptance thereof by the Authority, the Authority shall pay to the Engineer the amount of the
final statement as approved by the Authority, subject to the limitations of liability set forth herein.
The statements submitted by the Engineer to the Authority hereunder shall be limited to the work
done and services performed pursuant to this Agreement only. The Engineer shall not include any
work or services performed, required to be performed, or billed under or pursuant to any other
agreement.

SECTION VI
TERMINATION

Either party may terminate this Agreement at any time by providing notice in writing to
the other party. Upon receipt of such notice from the Authority, the Engineer shall discontinue
all services in connection with the performance of this Agreement. As soon as practicable after
receipt of notice of termination, the Engineer shall submit a statement, showing in detail the
services performed under this Agreement to the date of termination. The Authority shall pay the
Engineer the prescribed compensation for the services actually performed under this Agreement,
less such payments on account of the charges as have been previously made. Copies of all
complete or partially complete designs, plans, specifications, and other documents prepared or
obtained under this Agreement shall be delivered to the Authority when and if this Agreement is
terminated.

SECTION VII
NOTICE

Any notice required to be given under the provisions of this Agreement shall be in
writing and shall be duly served when it shall have been deposited, enclosed in a wrapper with
the proper postage prepaid thereon, and duly registered or certified, return receipt requested, in a
United States post office, addressed to the Authority or the Engineer at the following addresses.
If mailed, any notice or communication shall be deemed to be received three (3) days after the
date of deposit in the United States mail. Unless otherwise provided in this Agreement, all
notices shall be delivered to the following addresses:

To the Engineer:  Freese and Nichols, Inc.
10497 Town and Country Way, Suite 600
Houston, Texas 77024

Attention: Michael V. Reedy, P.E.

To the Authority: North Harris County Regional Water Authority
3648 Cypress Creek Pkwy., Suite 110
Houston, Texas 77068

Attention: General Manager
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Either party may designate a different address by giving the other party ten (10) days' written
notice.

SECTION VIII
SUCCESSORS AND ASSIGNS

The Authority and the Engineer bind themselves and their successors, executors,
administrators and assigns to the other party of this Agreement and to the successors, executors,
administrators, and assigns of such other party, in respect to all covenants of this Agreement.
Neither the Authority nor the Engineer shall assign, sublet, or transfer its or his/her interest in
this Agreement without the prior written consent of the other. Nothing herein shall be construed
as creating any personal liability on the part of any officer or agent of any public body that may
be a party hereto.

SECTION IX
PUBLIC CONTACT

The Engineer shall under no circumstances release any material or information developed
in the performance of its services hereunder, without the prior express written permission of the
Authority. Contact with the news media, private citizens, or community organizations shall be
the sole responsibility of the Authority. Inquiries concerning this Agreement or any requested
service shall be referred to the General Manager.

SECTION X
COMPLIANCE AND STANDARDS

The Engineer agrees to perform the work hereunder in accordance with generally
accepted standards applicable thereto, and shall use that degree of care and skill commensurate
with the engineering profession to comply with all applicable state, federal and local laws,
ordinances, rules and regulations relating to the work to be performed hereunder and the
Engineer's performance. The Engineer represents that, prior to performing hereunder, he has or
shall obtain all necessary licenses, ownership, or permission for use of any and all proprictary
information, materials, or trade secrets employed in the performance of work hereunder for the
Authority and agrees that he shall not copy, reproduce, recreate, distribute, or use any such
proprietary information, materials, or trade secrets of any third party, except to the extent
permitted by such third parties, or as otherwise authorized by law.

SECTION XI
LICENSE REQUIREMENTS

The Engineer shall have and maintain any licenses or certification required by the State
of Texas or recognized professional organization governing the services performed under this
Agreement.
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SECTION XII
INSURANCE AND INDEMNIFICATION

The Engineer shall secure and maintain insurance sufficient to protect the Engineer from
claims under the Worker's Compensation Act, from claims of professional malpractice at least
equal to $1,000,000, from claims for bodily injury or death at least equal to $1,000,000 per act,
omission, or accident (including auto), and from claims for property damage at least equal to
$1,000,000 per act, omission, or accident, which may arise from the performance of his/her
services under this Agreement.

The Engineer agrees, to the fullest extent permitted by law, to indemnify and hold
harmless the Authority, its officers, directors and employees (collectively, the Authority) against
all damages, liabilities or costs, including reasonable attorneys' fees and defense costs, to the
extent caused by the Engineer's negligent performance of professional services under this
Agreement and that of its subconsultants or anyone for whom the Engineer is legally liable.

The Authority agrees, to the fullest extent permitted by law, to indemnify and hold
harmless the Engineer, its officers, directors, employees and subconsultants (collectively, the
Engineer) against all damages, liabilities or costs, including reasonable attorneys’ fees and
defense costs, to the extent caused by the Authority's negligent acts in connection with the
Project and the acts of its contractors, subcontractors or consultants or anyone for whom the
Authority is legally liable.

Neither the Authority nor the Engineer shall be obligated to indemnify the other party in
any manner whatsoever for the other party's own negligence.

Nothing herein shall be construed as creating any personal liability on the part of the
General Manager or any officer or agent of the Authority.

SECTION XHI

OWNERSHIP OF PLANS, COPYRIGHT, AND
OTHER INTELLECTUAL PROPERTY

The Authority shall be the absolute and unqualified owner of any information, programs,
Mylar reproducibles, plans, preliminary layouts, sketches, reports, cost estimates, software,
firmware, designs, computer applications, computations, computer input/output information, and
other documents, materials and/or data, including the source codes therefor, and any original
works of authorship and any material objects in which any such works are embodied, that are
prepared pursuant to this Agreement, with the same force and effect as if the Authority prepared
the same.

To the extent that the Engineer has retained any rights in any intellectual property related
to this Agreement, the Authority shall have, and the Engincer hereby grants, an irrevocable
paid-up, royalty-free, non-exclusive perpetual license in and to any and all such intellectual
property, and the Engineer hereby grants an irrevocable covenant not to sue the Authority on any
such intellectual property rights.
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The Engineer agrees that, for the purposes of establishing copyright ownership, all works
of authorship prepared pursuant to this Agreement shall be deemed to have been prepared, to the
extent authorized by law, on a "works made for hire" basis. Inthe event and to the extent that
any such works of authorship prepared pursuant to this Agreement do not consfitute "works
made for hire" as that term is defined under the applicable copyright law, the Engineer shali
irrevocably assign and transfer to the Authority all right, title, and interest in and to the
copyrights, and any renewals and/or extensions of the copyrights, for any such works.

The Engineer agrees to execute and deliver all additional documents and instruments, and
to perform all additional acts, as may be necessary or appropriate to effectuate, carry out, and
perform all of the terms, provisions, and conditions of this Agreement, and all such transactions
contemplated hereby, including but not limited to the execution of applications for registration of
copyrights, and the execution of recordable assignment documents to effectuate the transfer of
ownership of copyrights as contemplated by this Agreement.

The Engineer agrees that, upon request from the Authority, the Engineer shall promptly
deliver 1o the Authority copies, in a form acceptable to the General Manager, of any and all
information, programs, Mylar reproducibles, plans, preliminary layouts, sketches, reports, cost
estimates, software, firmware, designs, computer applications, computations, comiputer
input/output information, and other documents, materials and/or data, including the source codes
therefor, and any material objects embodying any works of authorship, prepared pursuant to this
Agreement.

Copies of all complete or partially complete information, programs, Mylar reproducibles,
plans, preliminary layouts, sketches, reports, cost estimates, software, firmware, designs,
computer applications, computations, computer input/output information, and other documents,
materials, and/or data, including the source codes therefor, and any material objects embodying
any works of authorship, prepared pursuant to this Agreement, shall also be delivered by the
Engineer to the General Manager when and if this Agreement is terminated, or upon completion
of performance hereunder, whichever occurs first.

The Engineer may tetain one (1) set of reproducible copies of such documents, materials
and/or data, but such copies shall be for the Engineer's sole use in the preparation of studies or
reports for the Authority only. The Engineer is expressly prohibited from using, selling,
licensing, or otherwise marketing or donating such documents, materials and/or data, or using
same in the preparation of work for any other client without the express written permission of
the General Manager. The Engineer does not intend or represent that construction documents,
materials, and/or data will be suitable for reuse. If the Authority reuses the same, such action
shall be at the Authority's risk and without liability to the Engineer, If the Engineer furnishes
partially complete plans, layouts, sketches, specifications, or other documents, materials, and/or
- data by virtue of termination under Section VI above, the Engineer shall not be held accountable
or responsible for the completeness of any document, matetial and/or data so produced.
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SECTION X1V
MODIFICATIONS

This instrument contains the entire Agreement between the parties related to the rights
herein granted and obligations herein assumed. Any oral or written representations or
modifications concerning this instrument shall be of no force or effect, excepting a subsequent
modification in writing signed by both parties hereto.

SECTION XV
AUTHORITY OF GENERAL MANAGER

The General Manager shall decide any and all questions which may arise as to the
interpretation of this Agreement and all questions as to the acceptable fulfillment of this
Agreement by the Enginecr. His/her decision shall be final, It is mutually agreed by both parties
that the General Manager shall act as referee in all questions arising under the terms of this
Agreement between the parties hereto and that the decisions of the General Manager in such
shall be final and binding alike on both parties hereto. But nothing contained in this section shall
be construed to authorize the General Manager to alter, vary or amend any of the terms or
provisions of this Agreement,

SECTION XVI
SEVERABILITY

Any provision or part of this Agreement held to be void or unenforceable under any law
or regulation shall be deemed stricken, and all remaining provisions shall continue to be valid
and binding upon the Authority and the Engineer, who agree that the Agreement shall be
reformed to replace such stricken provision or part thereof with a valid and enforceable provision
that comes as close as possible to expressing the intention of the stricken provision.

SECTION XVII
MERGER

The Parties agree that this Agreement contains all of the terms and conditions of the
understanding of the parties relating to the subject matter hereof. All prior negotiations,
discussions, correspondence and preliminary understandings between the parties and others
relating hereto are superseded by this Agreement.

[The remainder of this page intentionally left blank.]
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SECTION XVIII
EXECUTION

The Authority executes this Agreement by and through the President and Secretary of the
Board of Directors (the "Board") of the Authority, which action has been duly authorized at a
meeting of the Board, This Agreement shall not become effective until executed by all parties

hereto.

NORTH HARRIS COUNTY
REGIONAL WATER AUTHORITY

" /M%J ¢

ly-P—Fess}aL Predident
Date Signed:__ .Y — f— / ‘/_

ATTEST:

By: ’Z/M_

Ron Graham, Secretary

(AUTHORITY SEAL)

APPROVED:

11
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FREESE AND NICHOLS, INC.

o Idbitlon s

Michéel V. Reedy, P.E. / /
Vice President

Date Signed: /%?Vﬁ/ _Z’, 2o/ 4

ATTEST:

By: d"l’%\ &)%QV\
Name Domlf{w\‘ Recalsenw
Title: Prb‘aggt (Ratypls Sgg{ggt}*
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APPENDIX A
SCOPE OF SERVICES

{(Freese and Nichols, Inc.)

Attend conferences and meetings with General Manager and/or the Program Manager
concerning cach requested setvice.

Perfonn engineering/planning assignments as authorized in writing by the General
Manager,

Assist the General Manuger/Program Manager in the collection and/or distribution of
data and information from/to utility districts, other well owners and the general public.

Perform design services, including the provision of both Basic Engineering Design
Services (see Appendix A-1) and related additional services such as surveying,
geotechnical, environmental, traffic control plans, ete.

Provide surveying services not associated with specific design assignment.

Assist the General Manager/Program Manager by providing various information and
data relevant to the Authority concerning, but not limited to, such areas as developing
water supplies, groundwater reduction strategy, utility district and well owner
interconnects, water reuse sources, water district operations, utility district facilities
{existing and proposed), efe,

Provide printing, reproduction and photographic services related fo the provision of
engineering services under the Agreement, as awthorized by the General Manager.

The Engineer shall make requested revisions to documents and materials prepared under
this Agreement, and shall provide such engineering services necessary for such
revisions, when they are not necessitated by fault of the Engineer and such revisions are
inconsistent with approvals or instructions previously given by the Authority, or are
made necessary by the enactment or revision of codes, laws, or regulations issued
subsequent to the preparation of such documents,

Provide additional services not mentioned above as directed by the General Manager.
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'APPENDIX A-1

SAMPLIE SCOPE O BASIC ENGINEERING DESIGN SERVICES

{Name of Project)

The specific Basic Engineering Design Services to be performed will be detailed in the Scope of
Services which will nccompany each Work Authorization issued by the General Manager. The
Scope of Services may include, but not be limited to, the following:

I Preliminary Engiheering Phase

i,

Submit to the General Manager within ten (10) days of the Notice to Proceed, the
project schedule updated to reflect firm dates for beginning ond ending of each
activity set forth therein and review dates for such aetivities,

Attend conferences with the Authority and Program Manager and other pariles
designated by the General Manager regarding the Project,

With the Program Manager establish the scope of any soil foundation
investigations, environmental investigations, special surveys, test and other items
which in the opinion of the Engineer, may be required,

Coordinate the Project with the Program Manager, s necessaty.

Meet with the utility districts adjacent to the alignment, if any, and their
consultants to obiain information required for the system preliminary design.
Information required will include all available data as outlined in the "Swrface
Water Buyer Information Form". From discussions with utility districts and their
consullants, deterimine the alternatives for water take points to be incorporsted
into the Project.

Analyze a minimum of two (2) alternative walter line alignments considering all
relevant factors and prepare schematic layouts for each alternative route, After
analysis, present recommended route(s) and obtain a consensus on recommended
route.

Prepare the preliminary engineering repott on the Project in sufficient detail to
indicate clearly the problems involved and the alternate solutions available to the
Authority, including, but not limited to, preliminary layouts, estimate of probable
cost, identify easement requirements and set forth clearly the Engineer's
recomumendations.

Provide the Authority with draft preliminary engineering report for review.

After receiving review comments from the Authority, make necessary revisions
and submit five (5) copies of the preliminary engincering report to the Authority,
including copies of preliminary layouts, identified easement requirements,
identified environmental {ssues, identified permit requirements and estimates of
probable costs.

Provide input, as nceessary, to facilitate easement acquisition as well as necessary
exhibits to facilitate Right-of-Entry Agreements with adjacent utility districts,
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Design Phase

i,

.

Subimnit to the General Manager within ten (10) days of the Notice to Proceed, the
project schedule updated to reflest firm dates for beginning and ending of cach
activity set forth therein and review dates for such activities,

Establish the scope of any additional soil and foundation investigations or any
special surveys and tests, which, in the apinion of the Engineer, may be required
for design. Provide such information to the Program Manager.

Coordinate the Project with the Program Manager, as necessary,

Provide input as necessary to facilitate easement acquisition as well as necessary
exhibits to facilitate Right-of-Entry Agreements with adjacent wtility districts,
Maodify construction documents, as necessary, to accommodate special provisions
resulting from the easement acquisition process.

Furnish to the Authority, where required by civcumstances of the Project, the
engineering data necessary for applications for routine permiits by local, state, and
federnl authorities (as distinguished from detailed applications and supporting
documents),

Prepare documents necessaty to obtain approval of governmental authorities
having jurisdiction over the design or operation of the Project, including alf public
and private utilities affected by the Project,  Obtain the signatures of
representatives of such public and private authorities necessary to indicate
approval of the Project,

Provide the Program Manager with the scope of any ficld surveys vequired to
collect information required for the design of the Project.

Provide interim review sets of bid documents as called for in the Authority's
Design Manual.

Integrate commenis received on review sets,

Provide detailed technical specifications and confract drawings {construction
docurnents) for the Project based on the Authority's Design Manual,

Prepare a detailed estimate of probable cost for the Project.

Furnish the Authority the approved technical specifications, drawings and contract
documents, including notices to bidders and proposal forms needed to advertise
the Project for bids,

Submit final design report as defined in the Authority’s Design Manual.

Construction Phase

N

At the request of the Program Manager, participate in pre-bid conferences,
pre-construction conferences and construction progress meetings.

Prepate all construction contract addendums, as required.

Provide design clarifications and recommendations to assist the Program Manager
in resolving field problems velating to construction.

Review and take appropriate action upon shop drawings being furnished by the
construction contractor and submitted to the Engincer by the Program Manager.
The Engineer shall determine if shop drawings, samples and other submittals are
in general conformance with the requirements of the coniract documents. The
Engineer shall notify the Program Munager of any non-conformance issues
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associated with such submittals within fourteon (14) calendar days of receipt of
submittals [rom the Program Manager,

Prepare revistons to the contract documents (f.e., change orders) at no charge to
the Authority when such change orders are required to make clavifications, correct
discrepancies, errors or omissions to the contract documents.

When requested by the Program Manager, evaluate contractor changes and cost
proposals and recommend action to the Program Manager.

Make monthly site visits to the Project site to observe the progress and quality of
the executed work. Such site visits are to be coordinated with the Program
Manager and a site visit report shall be submitted to the Program Manager after
cach such site visit, indicating observations related to the executed work.

Attend final Project walkthrough,

Prepate "tecord drawings" indicating changes to the contract drawings and
showing significant changes made fo the work duving the construction of the
Project. Such changes will be based upon marked-up "record drawings" furnished
to the Bngineer by the Program Manager and the construction contractor,
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APPENDIX B
HOURLY BILLING RATES

Ereese and Nichols, Inc.

Classification Hourly Rates
Principal $272
Group Manager 5238
Engineer V1 §223
Engineer V 5193
Engineer IV $160
Engineer II1 (E.LT.) 5130
Engineer [1 (E.LT.) $112
Engineer I(E.LT.) £105
Technician IV §i14
Technician il $88
Construction Manager V $190
Construction Manager IV 8150
Construction Manager 111 $135
Construction Manager I1 $115
Constraction Manager [ $80
Environmental Scientist VI 5241
Environmental Scientist VI $21¢
Environmental Scientist VI §195
Envirenmental Scientist V $160
Environmental Scientist IV 5136
Environmental Scientist IIf $97
Environmental Scientist I $86
Environmental Scientist I $75
Hydrologist VII $208
Hydrologist V 3147
Hydrologist IV 5139
GIS Analyst IV $140
GIS Analyst HI $128
GIS Analyst I 571
GIS Analyst I $59
Admin/Corporate Support 581
Project Controls Specialist 11 $88
Intern $40

Notes: (1) Additional classifications and subsequent year rates must be approved in
writing by the General Manager.
() Subconsultant costs and other miscellaneous expenses as approved by
the General Manager will be paid at cost plus 10%
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APPENDIX C
CITY OF HOUSTCON CURVES FOR MEDIAN COMPENSATION

(Freese and Nichols, Inc.)



CITYHOF I"IOUSTON Lee P, Brown

Public Works and Enginesring Mayar
Bepartiment
Jon C. Vandan Basch, FLE,
Dlracior
Publie Works & Engineenng
Departmeni

P.O, Box t582
Housten, Texas 77251-1662

T. 1138370037
F, 713.0a7.0040 °

s gilvathquslon aou

July 15, 2002

Ghrisling M. Lindsay, Exscutive Diractor

Houston - CEC
2020 Morlh Loop West, Suite 240
Houston, Texas 77018

DCaar Ms. Lindsay:

PWAE has adopted the revised Curves of Median Compansalion altached hereto. These curves and/ ot the assosiated
tables will be Usad for determining the anginsering fees as appropriate in this Department until further notice.

Sinceraly,

Pt /,—;:3"’:::.»—

i —Q /—j" :_/_'//

0@;’“{ //;%E:_sﬂ :
Jon C. Vanden Bosch, P.E

Dhrector
Deparbment of Public Works and Engineering

CG: Shawri Nandaglr, P.E.
Jeff Taylor
Eric Dargan
Rick Vacar - Aviation Dapardment
Monique MeGilbra - Building Services Department

Councit Mambars:  Rruce Talro Carnl M. Galloway Mark Gaftiterg Ada Edwards Adelz Wiseman Mark A, Ellis Ber Kellor Gabriet Vasquez Garol Alvarado
Aarisz D, Parker Gordon Quan Shellay Sekulo-Gibbs M.D, Michwet Barry Cazolt G. Rebinsun Controller:  Sylvia R, Garda
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Cost of
Canslruction
in Millions

0.750
0.775
0.800
0,825
850
0.875
9,900
0825
0.950
0.975
1.00¢
1.0256
1.050
1.075
1160
1.125
1.150
1.175
1.200
1.225
1.250
1.276
1.300
1.325
1.350
1.375
1.400
1425
1.450
1.475
1.500
1.628
1.550
1.678
1.600
1.625
1.660
1.675
1.700
1.725
1.750
1,775
1.800
1.825
1.850
1,875
1.900

MODIFIED CURVE A

Percent

11.347%
11.270%
11.196%
11.126%
14.059%
10.995%
10.833%
10.874%
10.817%
10.763%
10.710%
10.659%
10.610%
10.563%
10.517%
10.473%
10.430%
10,389%
10,349%
10.310%
10.272%
10.235%
10,199%
10.1656%
10,131%
10.098%
10.086%
10.035%
10.004%
9.874%
9.946%
9.917%
9.890%
8.863%
49.836%
9.811%
9.785%
9.761%
9.737%
$.713%
9.690%
9.667%
9.645%
9.623%
9,602%
9.581%
9.561%

Fee

$85,009.21

$87,339.27

$89,669.35

$91,789.87

$54,001.54

$96,204.43

$08,398.99
$100,5685.53
$102,764.36
$104,935.76
%107,100.00
$109,257,33
111,407.98
$113,552.17
$115,690.11
$117,822,01
$119,948.05
$122,088.40
$124,183.25
$126,292.73
$4128,397.02
$130,496.25
$132,590.56
$134,880.08
$136,764:95
5138,645.28
$140,821.18
$142,992.77
$145,060.15
$147,123 .43
$149,182,70
$151,238.05
$153,289.58
$165,337.36
$167,381.49
$159,422.05
$181,458.10
$163,492.73
$165,623.00
$167,549.99
$160,573.76
$171,504.37
$175,611.90
$175,626.39
177,637,890
$179,646.50
$181,652.24

Cost of
Construction
in Millfons

¢.750
0.775
0.800
0,825
0.850
0.875
0.800
0.926
0.950
0.975
1.000
1.028
1.050
1.076
1.100
1.125
1,160
1.175
1.200
1.226
1.250
1.275
1.300
1.325
1.350
1.375
1.400
1.425
1,450
1,475
1.500
1.625
1.550
1.575
1.600
1.625
1.650
1.675
1.700
1.725
1.750
1.776
1.800
4.825
1.850
1.875
1.900

MODIFIED CURVE B

Percent

10.485%
10.4067%
i0.329%
10,254%
10.183%
10.116%
10.050%
9,987%
2.927%
9.869%
$.813%
9.769%
§.707%
8.657%
9.609%
9.5682%
9.517%
2.474%
9.431%
9,390%
9.350%
9.311%
9.274%
9.237%
9.202%
9.167%
§.133%
9.101%
9.068%
9,037%
9.007%
8.977%
8.848%
8.920%
8.892%
8.865%
8.839%
8.813%
8.788%
B.763%
8.739%
B.715%
28.692%
5.669%
8.847%
8.625%
B8.604%

62512002

Fee

578,6685.84

380,655.49

582,632.09

384,599.09

986,556,848

$88,605.06

$40,448.37

$92,378.74

394,303.28

$06,220.27

$98,130,00
$100,032.71
$101,928.64
$103,818.01
$105,701.05
$107,677.06
$109,448.91
$111,394.10
$113,173.70
5115,027.86
£116,878.75
$118,720.62
$120,559.29
$122,393.22
$124,222.42
5126,047.02
$127,867.13
$129,682.87
§131,494.35
$133,307,66
$135,104.92
$136,904.20
$138,699.61
$140,491.22
5142,279.13
$144,063.42
$145,844.16
$147,621.43
5149,395.31
$151,165.05
§162,033,14
5164,807.23
$156,468.18
5158,216.07
$158,970.95
5161,722.87
$163,471.89



Cost of
Conslruction
in Mitlions

1.925
1.960
1.975
2.000
2.025
2.060
2.078
2.100
2,128
2,150
2175
2.200
2,225
2.250
2,275
2,300
2,325
2,350
2376
2.400
2.425
2.450
2475
2.500
2.525
2.580
2.575
2.600
2.625
2.850
2.675
2700
2725
2.750
2775
2.800
2,825
2.650
2.87
2.900
2,925
2.950
2.875
3.000
3.025
3,050
3.075

MODIFIED CURVE A

Percent

9.541%
9.521%
9.501%
9.482%
9.464%
2.445%
9.427%
9,410%
§.392%
6,375%
0,358%
9.342%
9.325%
9.309%
8.293%
9.278%
9.263%
9.248%
8.233%
9,218%
8.204%
9,190%
9.176%
9.162%
9,148%
9.135%
9.122%
9,109%
9.096%
9.083%
9.071%
9.058%
9.046%
8.034%
9.023%
9,0t1%
8.99¢%
8.988%
8.977%
9.966%
8.956%
2.944%
8.933%
8.822%
8.912%
8.902%
8.391%

Fee

$183.655.17
5185,655.33
$187,852.79

5188,647.58

$191,638.76
$193,629.37
$195.616.46
$107,801.08
$199,583.21
$201,662.97
$203,540.38
$206,515.43
§207,488.21
3209,454.74
$211,427,06
$213,383.18
$215,367.16
$217,318.03
£219,278.81
$221,236:53
$223,182.23
$226,145.94
$227,087.68
$229,047.48
$230,995.37
$232,941.37
$234,885.52
$236,827.83
$238,768,33
$240,707.05
524264401
5244,579.23
5246,512.73
5245.144.54
$250,374.68
$262,303.17
$254,230,02
3258,155.27
$258,078.93
$260,001.02
$261,921.58
5$263,840.57
$285,758.06
$267,874.05
$269,586.57
$271.501.62
5273,413.23

Cost of
Construction
in Millions

1.025
1.950
1.875
2.000
2.025
2,080
2,075
2.1100
2125
2,159
2178
2200
2,225
2.250
2.278
2,300
2,325
2.350
2,375
2.400
2.425
2450
2.475
2,600
2,528
2.650
2,575
2.6800
2,625
2.850
2,678
2.700
2.725
2.750
2775
2.800
2.825
2.850
2.875
2.900
2.925
2.850
2.975
3.0G0
3.025
3.080
3.075

MOOIFIED CURVE B

Percent

8.683%
8.562%
8.542%
8.522%
B.602%
§.483%
B8.464%
8.446%
8.428%
8.410%
B.392%
B.376%
8.358%
8.341%
B.325%
5.308%
8.293%
8.277%
,262%
8.246%
8.231%
B.217%
8.202%
§.188%
8.174%
8.160%
3.146%
8.133%
B.119%
8.106%
3.093%
8.080%
2.068%
8.055%
8.043%
8.031%
8.019%
8.007%
7.995%
7.984%
7.972%
7.961%
7.950%
7.939%
7.928%
7.817%
7.907%

812512002

Fee

5165,218.06
$166,961 .44
$168,702.07
$170,440.01
$172,175.30
$173,907.99
5175,638.12
$177,366.74
$179,080.89
$180,813.60
$182,533.92
3194,251,88
%185,967.54
$167,680.91
$189,392.03
$191,100.95
$162,807.70
$194,512,30
$186,214.78
$197,915.19
$199,613.56
$201,300.80
$203,004.25
$204,696.83
3206,387.08
$208,075,63
$209,762.30
$211,447,10
$213,130.08
$214,011.25
$216,490.64
$218,168.27
$219,844.16
$221,518.34
3223,190.83
5224,861.86
$226,530.82

" §278,198.35

5229 854,28
$231,520.53
$233,191.40
$234,852,62
$236,512.30
$238,170.48
5239,827.15
$241,482.35
5243,136.08



Cost of
Conslruction
in Millions

3100
3,125
3.150
3.178
3200
3225
3.250
3.275
3,300
3.325
3.350
3.375
3400
1425
3.450
3475
3.500
3.525
3650
3.576
3.600
3625
3.650
3675
3.700
3.725
3,750
3775
3.800
3.825
3.850
3.875
3,800
39285
3.950
3.975
4.000
4,026
4080
4.078
4,100
4.125
4,150
4,175
4,200
4,225
4.250

MODIFIED CLURVE A

Pergent

8.881%
8.871%
8.862%
8.862%
4.842%
4.833%
B.823%
8.014%
B.805%
B.796%
8.787%
8.778%
8.769%
8.760%
B.751%
8.743%
8.734%
8.726%
8.718%
8.710%
B.701%
8.693%
6.685%
8.6577%
8.670%
B,662%
8.654%
8,647%
8.639%
8.632%
B,524%
§.617%
8.810%
8.603%
B.595%
9.588%
B.5581%
8.574%
9.558%
8.561%
8.534%
8.647%
8.541%
8.534%
8.528%
8.521%
8.515%

Fee

$275,32341 7

$277,232.18
$279,139.55
$281,046.54
$282,950.17
$284,863.44
$286,765.48
$788,656.00
£200,555,31
$202,453.33
$204,350.07
£296,245.55
$298.130.77
$300,032.75
$304,924.50
$303,815.04
$306,704.38
$307,592.53
37309,479.50
$311,365.30
$313,240.95
$315,133.45
§317.015.82
$318,807.07
5$320,777.21
$327,666,25
$324,534,20
$326,411.07
$3728,286.87
$330,161.51
$332,036.30
$333,907.95
$335,779.57
$337,680.17
$339,518.75
$344,386.33
$343,265.92
$345,122.62
$316,968.16
5348,862.81
$350,716.50
$352,579.26
$354,441.05
$356,301.91
$358,761.85
5360,020.87
$361,978.98

Cost of
Canslruction
in Millions

3,100
3.125
3.160
3.176
3.200
3.225
3.250
3,275
3.300
3.326
3,350
3.375
3.400
3,425
3.4580
3.475
3.500
3.525
3.550
31.575
3.600
3.625

3.660.

3.675
3.700
3725
3.750
3.775
3.800
3.825
3.850
3.875
3.900
3023
3.850
3.975
4.000
4.025
4.050
4.075
4,100
4.125
4,150
4,175
4.200
4.225
4,280

MODIFIED GURVE B

Percent

7.806%
7.886%
7.876%
7.866%
7.856%
7.846%
7.836%
7.826%
7.817%
7.8007%
7.708%
7.789%
7.78B0%
7.7T1%
7.762%
7.753%
7.744%
7.735%
7.727%
7.718%
7.710%
7.701%
7.693%
7.685%
T677T%
7.669%
7.661%
7.653%
7.645%
7.648%
7.630%
7.622%
7.615%
7.608%
7.600%
7.690%
7.586%
7.579%
7.671%
7.564%
7.557%
7.550%
7.544%
7.537%
7.530%
7.523%
7.517%

6125/200%

Fee

$244,788.37
$246,439.23
$248,008 68
$249,736.73
$251,383.40
$253,028.70
5254,672.85
$256,315.26
$257,986.55
$259,596.53
§261,235.24
$262,672.62
$264.508.76
$266,143.54
$267,777.28
$269,409.69
$271,040.89
$272,670.88
$274,299.67
$275,827.29
$277,553.74
$275,179.03
£280,803.18
$282,426.19
$284,048.07
$2085,660.84
$287,288.61
$288,907.09
$250,524 58
$292,141.00
$293,756.36
$295,370.6¢
3296,983.93
5298,595.15
$300,207.36
5301,817.55
$303,426.73
$305,054.91
$306,642.14
$308,248.32
$309,853.56
$£311,457.84 -
5313,061.17
$314,663.66
§316,264.99
$317,666.,49
$319,465,08



Gost of
Construction
in Millions

4.275
4.300
4.326
4.350
4.375
4,400
4.425
4.480
4.475
4.500
4.525
4.550
4.575
4.6800
4.625
4.650
4.6875
4.700
4,726
4.750
4.775
4,800
4,825
4,650
4.875
4,900
4,925
4,950
4,979
£.000
£.025
5.050
5073
5.100
§.125
5.160
6.175
5.200
5.225
5.260
5,275
5.300
5.325
5.350
5.375
5.400
5425

MODIFIED CURVE A

farcent

8,508%
8.602%
8.496%
§.490%
8.484%
B.477%
B.d71%
B.4658%
8.459%
B8.454%
8,448%
8.442%
8.438%
8.430%
8.425%
8.419%
8.414%
8.408%
8.403%
8.397%
8.392%
8.386%
B8.381%
8.3768%
8,370%
8.365%
8.360%
8.355%
8,350%
8.345%
8.340%
B.335%
8.330%
8.325%
8.320%
8.315%
2.310%
B.305%
8.301%
§.296%
B8.201%
8.2668%
8.282%
8.277%
8.273%
8.268%
8,264%

Fee

$363,735.18
$365,682.48
$367,447,90
$369,302.43
$371,166.09
$373,008.88
$374,860.80
3378,711.88
$378,562.10
$380,41149
$352,260.04
$384,107.78
$385,964.66
£387.800,75
$359,646.03
$391,490.50
$3083,334.18
$395,177.07
$397,016.47
£308,860.50
5400,701.05
$402,540.83
3404,379.86
$406,218.13
5408,065.64
$400,892.42
$411,728.45
£413,563.75
$415,39808.32
341723217
$419,065.29
$420,897.71
3422,729.42
3:424,660.42
$426,390.72
3428,220.33
$430,049.25
F431,877.49
5433,705.06
$435,531,93
$437,358.14
$43%,183.69
2441,008.57
$442,822.80
$d444,656.37
$448,479.30
$448,301.58

Cost af
Construction
In Millions

4.275
4.300
4.325
4,350
4378
4,400
4425
4.480
4,475
4.500
4.525
4,550
4,575
4800
4.625
4.650
4.675
4.700
4.725
4.750
4.775
4.800
4.826
4.850
4,875
4,800
4.925
4.9560
4.875
5.000
§.025
§.050
§.0786
5.100
$.125
§.150
51756
5.200
5225

5,250 .

5.275
3.300
5325
5.350
5375
5,400
5.4265

MODIFIED CURVE 8

Parcant

72.610%
7.504%
7.497%
7.481%
7.4B6%
7.A78%
7.472%
7.466%
7.460%
7.454%
7.448%
7.442%
7.436%
7.430%
7.424%
7.418%
7.412%
7.407%
7.401%
7.395%
7.390%
7.384%
7.379%
7.373%
7.368%
7.362%
7.357%
T.352%
7.346%
7.341%
7.336%
7.331%
7.326%
7.321%
7.316%
7.311%
7.306%
F.301%
7.296%
7.281%
7.286%
7.281%
7.276%
T.272%
7.267%
7.262%
7.258%

612672002

Fee

$321,003.75
$322,661.51

$324,258.37
$325.854.33
5327,449,41

$329,043:51

§330,836.04
$332,220.41

$333,621.01

$338,411.77
$347,001,68
$338,580.75
5340,776.99

%341,766.41

$343,363.00
$344,938.79
$346 523,77
$348,107:94
$349,691.33
$351,273.92

$352,855.74

$354,436.77
$356,017.04

$357 506,54
$359,175.28
$360,753.26
$362,330.50
$363,906,99
$365,482.75
$367.057,77
$368,632.07
$370,206.54
$371,774,50
$373,250.64
5874,622.07
$376,442.81
$376,062.84
$370,632.18
$381,200.83
$382,768.80
$384,336.,09
$386,902.71
$367,468.66
$389,033.94
$390,500.56
$392,162.52
$303,726.83



Cost of
Construction
in Millions

5,480
5475
5.600
5.525
5.650
5.575
5,600
5.625
5.860
5675
5,700
5,725
5.750
5.775
5.800
5.826
5.850
5.875
5.800
5.923
5.960
5.975
6.000
6.025
6.G50
8.075
8.100
6.125
6.150
6,175
6.200
6.225
6.250
6.275
6.300
6.325
6.350
6,375
6.400
6.425
6.460
6.475
6,500
6.525
8.550
8,575
£.600

MODIFIED CURVE A

Percent

8.259%
8.255%
8.250%
8.246%
8.242%
8.237%
8.233%
8.229%
8.224%
8§.220%
8.216%
8.212%
8.208%
8.203%
8.199%
8.195%
B.191%
B.187%
8.183%
B.178%
8.1475%
B 17 1%
8.167%
8.164%
8,160%
8.166%
8.162%
8.148%
8.144%
5.141%
8,137%
8.133%
8.136%
8.126%
8.122%
8.119%
8.115%
8.112%
8.108%
8.104%
8.101%
8.067%
8.094%
8.090%
8.087%
8.084%
8.080%

Fee

5480,123.22
$451,944.22
$453,764.60

- $465,584.34

$457,408.47
$459,221,87
$461,039.86
$4652,867.13
$464,673.80
$466,489 86
$458,305.33
$470,120.19
§471,934 .47
5473,748.15
5475,561.25
$477,373.77
$479,185.71
$430,997.07
5182,807.06
$484,618.09
$486,427.75
$488,236.85
$490,045.30
$491,853.37
$493,660.81
£495.467.69
$497,274.04
§490,079.84
$500,865.10
3502,689.02
S504,404,02
$506,297.68
$608,100.82
$509.903 .44
$511,706.53
5513,507.11
$515.308.17
$617,108.72
$516,908.77
$520,708.30
5622,807.34
$524,305.87
$526,103.91
5527,901.46
$620,698.50
$531,495.06
$533.291.13

Cost of
Construction
in MElions

5.450
5475
5.500
5525
5,550
5.875
5,609
5.625
6.650
5675
5.700
5.725
5,760
5775
3,800
5.825

MODIFIED CURVE B

Percenl

7.263%
7.248%
7.244%
7.239%
7,235%
7.230%
7.226%
7.221%
7217%
T213%
7.208%
7.204%
7.200%
7.196%
7.191%
7.187%
7.183%
7.175%
7.178%
71471%
7.167%
7.163%
7.,159%
7.155%
7.161%
7.147%
7.143%
7.139%
7.135%
7.131%
TA2T%
7.123%
7.120%
7.116%
7.112%
7.108%
7.105%
7.101%
7.097%
7.094%
7.090%
7.086%
7.083%
7.075%
TOTE%
7.072%
7.069%

6262002

Fee

$395,288.49
$396,850,51
$3096,411.88
$399,972.63
$401,532,74
$403,092.22
$404,651.08
$406,200.32
%407,766,94
$409,323.95
$410,880.36
$412,436.15
$413,991.35
5415,545.95
$417,099.96
$418,663.38
$420,206.21
$421,758.45
$423,310.13
£424,861.23
$426,411.75
$427,951.71
$429,511.10
$431,059.92
$432,608.19
5434,155.91
$435,703.07
543724568
5430,795.75
$440,341.27
$441,8856.26
$443,430.70
$444,974.62
$446.518.00
$448,060.86
$449,603,20
5451,1456,01
$452 686 30
$454,227.08
$465,767.34
5457,307.10
$458,848,35
$460,265,09
$461,923.33
5463,461.08
$464,998.32
$466,5356.08



Cagt of
Conslruction
in Millions

6.624
6,850
B.675
6.700
8.725
8.750
8.775
§.800
6.825
§.860
6,875
6.900
5,926
6.950
6.975
7.000
7.025
7.060
7.076
7100
7.125
7.150
7475
7.200
7.225
7.250
7.278
7.300
7.328
7.350
7.375
7.400
7425
7.450
7474
7.300
7.525
7.550
7.575
7.800
7.625
7.650
7675
7700
7.725
7.750
7775

MODIFIED CURVE A

fercent

8.077%
8.073%
8.070%
8.067%
8.063%
8.060%
8.057%
8.064%
8.050%
8.047%
§.044%
B.041%
B.038%
B8.034%
8.031%
8.028%
8.025%
8.022%
8.019%
a.016%
8.013%
8.010%
8.007%
8.004%
8.001%
7.9498%
7.095%
7.,992%
7.98¢%
7.986%
7.983%
7.980%
7.917%
7.974%
7.971%
7.989%
7.966%
7.963%
7.960%
7.957%
7.955%
7.952%
7.949%
7.946%
7.9d4%
7.841%
| T.938%

Fea

$535,086.72
$536,981.83
$538,676.46
$540,470.61
$542,264.28
$544,087.49
$545,860,23
$547,642.50
$649,434.31
$651,225.65
$553,016.54
5654,808.97
$556,506,96
$550,386.47
35060,175.55
5661,084.17
$663,762.35
$665,540.09
$667,327.39
$580,114.25
§6570,900.67
$572,686,66
$674,472.22
$576,257,35

5578,042.05

$579,826.32
$681,610.18
$583,393.61
$585, 176.52
$686,050.21
$588,741.39
$690,523.18
$592,304,51
5594,065.45
$595,065.99
§597,646.12
$500,425.85
$601,205.18
3602,984.11
$504,762.64
$606,540.78
$608,318.52
$610,005.87
5611,872.83
$613,649.40
5615,425.58
$617,201.38

Cost of
Construction
in Millions

6.625
6.660
6.675
6.700
6.725
6.760
6.775
6.800
6.825
6.860
6.875
6.300
6,928
6.950
§.978
7.000
7.025
7.050
7.075
7.100
7.125
7.150
7178
7.200
7.226
7.250
7.278
7.300
7.325
7.350
7375
7.400
7.425
7.450
T.478
7.500
7.625
7.650
7.575
7.600
7,625
7.650
7.676
7.700
7.725
7.750
7.776

MODIFIED CURVE B

Percent

7.065%
7.062%
7.058%
7.055%
7.061%
7.048%
7.845%
7.041%
7.038%
7.035%
7.031%
7.028%
7.025%
7.022%
7.018%
7.015%
7.012%
7.009%
7.006% .
7.002%
£.999%
5,996%
5.003%
6.990%
5.987%
6.984%
6.981%
6.978%
6.975%
6.972%
6,960%
6.966%
5.963%
6.960%
5.957%
6.954%
6.951%
6.948%
6.945%
6.942%
6.940%
6.937%
5.924%
6.931%
5.928%
6.925%
6.923%

612872002

Feg

3468,071,34
$469,607.12
$471,142.41
3472,877.24
$474,211.54
$476,745.38
$477,278.78
$478,811.66
$480,344.09
$4481,8756.05
$483,407.55
$4084,938.58
T486,469.15
$487,068,27
$4586,528.93
£491,058.13
5492 585.88
$494,115.19
$495,643.04
$497,170.46
$498,697,43
$500,223.96
$501,750.05
$503,275,71
$504,800.93
3506,325.72
$807,850.08
$509,374.02
$510,897 53
$512,420.61
$613,943.28
$515,466,53
%$516,887.36
$518,6508.77
$520,029.77
$521,550.36
$523,070.54
$524,590,32
$526,109.69
$627,628.65
$629,147.21
$530,665.98
$532,185.14
$5633,700.62
$535,217.49
$5236,734.08
$538,250.27




Cost of
Conslruction
in Mitlions

7.800
7.825
7.850
71.875
7.900
7.925
7.960
7.975
3,000
8.025
8.050
8.075
§.100
8.125
8.150
8.175
8.20C
8,225
8.250
8.275
8.300
8.325
8.350
8.375
8.400
8.425
8.450
8475
8.500
8.525
8.550
8.679
8.600
3625
8.85C
8875
8.700
8,725
8.760
8.775
8.800
8.825
8.850
8.475
8.900
8.925
3.950

MODIFIED CURVE A

Percent

7.936%
7.933%
7.930%
7.928%
7.925%
7.922%
7.920%
7.017%
7.915%
7.912%
7.809%
7.907%
7.904%
7.802%
7.890%
7.897%
7.894%
7.892%
7.889%
7.887%
7.804%
7.882%
7.880%
7.877%
7.875%
7.872%
7.870%
7.668%
7.865%
7.863%
7.360%
7.858%
7.866%
7.853%
7.851%
7.849%
7.847%
7.844%
7.842%
7.840%
7.837%
7.835%
7.633%
7.831%
7.829%
7.326%
7.824%

Fee

3648,976.80
$620,751.83
$622,526.49
5624,300.76
$626,074.68
$627,848.19
$529,621.35
$631,394.13
$533,166.54
$634,938,59
3635,710.27
$6538,481.68
$640,262,54
$642,023.13
$643,793.36
$645,563.23
$647,332.75
$649,101.91
$650,870.72
$652,639.18
$654,407.29
$666,175.05
$857,042.46
$659,709.52
$661.476.24
$661,242.62
$665,008,60
$666,774.35
$668,539.71
§670,304.73
$672,069,42
3673,833.77
$575,697.79
367736147
$579,124.83
4680,807.86
$662,660,56
$664,412,93
5686,174,98
$667,936.71
F880,698.11
$661,469.20
£603,219.96
£604,080.41
S606,740.54
$69%,500.35
$700.259.85

Cost of
Conslruction
It Miflions

7.800
7.B26
7.650
7.875
7.900
7.925
7.950
79756
8.000
8,028
8.060
B8.075
8.100
B8.125
8,150
8.175
8.200
8.225
8.250
8.275
8.300
8.325
8.350
8,375
8.400
8.425
8.450
8.475
8.600
8.525
8.550
8.575
8.600
8.625
8.650
8.678
8.70¢
8.725
8.750
8.775
8.800
8.325
3.850
8.875
£.800
8.925
8.950

MODIFIED CURVE B

Percent

6.820%
6.917%
6.945%
6,812%
6.908%
5.906%
6.904%
6.801%
5.808%
6.896%
6.803%
6.801%
6.,858%
6.885%
6.683%
6.880%
5.878%
6.875%
6.873%
6.870%
6.866%
6.865%
6.863%
5.860%
6.858%
6.855%
6.853%
6.850%
6.848%
5.845%
6.843%
6.840%
6.836%
6.836%
6.833%
6.831%
6.820%
6.826%
6.824%
6.822%
8.819%
6.817%
B.815%
B.812%
6.810%
5.808%
6.808%

6/25/2002

Fee

$639,766.08
$541,281.49
$542,756.63
$544,311,18
$545,825.45
$547,339.33
$548,852.84
$650,365.08
$551,878.74
$563,591,12
$564,903.14
$566,414,78
$657,026.06
$550,436,97
$560,847 51
$562,457.69
$563,967,51
$565,476.97
$566,906.07
$566,494.62
$570,003.20
S571,511.24
$573.018.92
5674,526.25
$576,033.23
3677,539.86
5670,046.15
$580,552.09
$562,067.69
$583,562.04
$585,067.85
$586,572.48
$588,076.67
$585,580,57
$591,084.14
$692,587.37
$594,080.27
$505,592.84
$597,095.07
$598,506.98
$600,008.57
$601,599.83
$608,100.76
3604,601.37
$606,101.66
5607.601.63
3609,101.28



MODIFIED CURVE A

Costof
Construction
in Millichs

B.976
9.000
9.025
9,050
9.075
9.100
9.125
9.150
9175
2,200
9,226
9.250
9.275
9.300
9.325
9,350
9375
9.400
9.426
9.450
9,475
9.560
9,526
9.560
9.575
9.600
9.625
9.650
9.675
9,700
9725
9.750

Q.7vs "

2.800
9.825
9,850
9875
9.900
9.925
2.050
2.875
10.000

Percent

7.822%
7.820%
7.818%
7.815%
7.813%
7.811%
7.809%
7.807%
7.805%
7.803%
7.800%
7.788%
7.798%
7.794%
7.792%
T.790%
7.788%
7.786%
7.784%
7.782%
7.780%
7.7786%
7.776%
7.774%
7.772%
FA70%
7.768%
7.766%
7.784%
7.762%
7.760%
7.788%
7.756%
7.754%
7.782%
7.750%
7.748%
F.F46%
7.745%
7.743%
7.741%
7.739%

Fae '

$702,018.04
5703,777.91
$705,536.48
$707,294.73
5700,052.68
$710,810.32
$712,567.65
$714,324.68
$716,081.41
$717,837.84
$719,593.56
$721,349.79
$723,105.31
$724.660.54
$726.815.47
5728,370.11
5730,124 45
5731,878.50
$733,632.26
$735.385.73
§737,138.91
$738,801.80
$740,644.41
§742,306.72
$744,148,76
$745,900 60
$747.651.97
$749,403.15
$751,154.08
$762.904.68
$754,665.02
4756 406.09
$758,164.80
$769.904.39
5761,653.63
5763,402.50
$765,151.29
$766,899.71
S758,647.86
$770,395.74
$772.143.36
$773,880.70

Cost.of
Construction
in Milfions

B.975
8.000
9.026
9.050
9.075
9.100
9.125
9.160
9,175
9200
9,225
9260
9275
9.300
8.325
9.350
8.37%
9.400
9,428
9.450
9.476
9.500
9,525
9.550
9,575
2.600
9.626
9.650
9.675
8.700
9.725
9.750
8.775
9.300
9.8285
8.850
9.478
$.900
9.925
2.950
9,975
10.000

MODIFIED CURVE B

Percent

15.803%
6.801%
6. 709%
6.797%
6.784%
6.792%
B.780%
§,788%
6.706%
6.783%
5,.781%
6,779%
G.777%
6.775%
B6.773%
6.771%
B.769%
8.766%
6.764%
6.762%
6.760%
6.758%
8,756%
B8.754%
B.752%
6.750%
6.748%
6.746%
6,744%
G.742%
6.740%
G.738%
6.736%
65.734%
6.732%
5.730%
6.728%
6.726%
5.724%
6.722%
B.720%
6.718%

67252002

Fee

$610,500.51
$612,099.62
5613,508.32
$615,006.71
$616,594.78
$618,002.54
$616,589.99
$621,087,13 .
$622,683,97
$624,080.49
$626,576.71
$627,072.63
£628,568.24
$530,063.55
$531,658.56
$633,053.28
3834 ,547.69
$636,041.60
$637,535.62
$639,029,14
$640,522.37
$642,016,31
$643,507.55
$645,000.31
$646,492.37
3647,984.15
$649,475.63
$650,966.84
$652,467.75
$653,948,38
5655,438.73
$566,926.30
$658,418,68
$859,906.09
$661,37.91
$662,686,26
3664,374.93
$668,863.33
$667,351.45
$668,839.29
$670,326.86
$671,814.18



Agreement between North Harris County Regional Water Authority
and

RBC Dain Rauscher, Inc.



a0 BOARD OF DIRECTORS
Ron Graham, Fresident

WATER Lenox A. Sigler, Vice President
- Kelly P Fessler, Secretary

™, A by Alan J. Rendl, Asst. Secretary
James D. Pulliam, Zreasurer

REmoﬁAL

Jimmie Schindewolf, PE,
General Manager

July 9, 2003

Mr. Eugene Shepherd
Managing Director

RBC Dain Rauscher, Inc.
First City Tower, Ste. 400
Houston, TX 77002 Director

Re:  Agreement For Financial Advisory Services

Dear Mr, Shepherd:

Transmitted herewith please find two fully executed duplicate originals of the Agreement
For Financial Advisory Services between the North Harris County Regional Water Authority
(the “Authority”) and RBC Dain Rauscher, Inc. This Agreement was approved by the Authority
Board of Directors at the July 7, 2003, Board meeting. I am also sending two duplicate originals
to Robin Bobbitt of Johnson Radclitf Petrov & Bobbitt PLLC and I am retaining two for the

Authority contract files.

I would request that you and each of your fmancial advisory team members read very
carefully and become intimately familiar with the terms of this Agreement. I look forward to
working very closely with the RBC Dain Rauscher, Inc. team in successfully accomplishing the
financial goals of the Authority.

Please call me if you have any questions or need any additional information relative to

this matter.
ﬁrely, } g ( :{S:

1e Schindewolf, P.E.
General Manager

JAS/Ir

Attachment

Ce: Robin Bobbitt- w/attachments
Cyndi Plunkett — w/attachment

s

" 3648 EM 1960 West, Suite 110 5 Houston, TX 77068 » 281-440-3924 » Fax: 281-440-4104
Visit onfine: www . nhcrwa.com




JOHNSON RADCLIFFE
PETROV & BOBBITT PLLC

July 8, 2003

bdold@publiclaw.com

Vid MESSENGER

Mr. Jimmie Schindewolf

(zeneral Manager

North Harris County Regional Water Authority
3648 FM 1960 West, Suite 110

Houston, Texas 77068

Re:  North Harris County Regional Water Authority
Dear Mr. Schindewolf:

Enclosed for your execution are six (6) copics of the Financial Advisory
Agreement with RBC Dain Rauscher. Please execute page 4 of each copy. I suggest
final distribution of the agreement as follows: two (2) originals for Gene Shepherd, one

(1) original for the General Manager; and three (3) originals to this firm to the attention
of the undersigned.

Let me know if I can be of further assistance to you in this matter.

Sincerely,

o) S D

Brooke T. Dold
Paralegal

Enclosures

KANHCRWALetters\limmie Schindewolf-RBC Dain Rauscher.doc

1001 MecKinney, Suite 1000, Houston, Texas 77002 -6424 » www.publiclaw.com ¢ Phone 713.237.1221 /800.890.3058 Fax 713.237.1313




First City Tower, Suite 400
1001 Fannin
sSCiner Houston, TX 77002

(713) 651-3346

(713) 651-3347 Fax

(800) 727-7391 Toll Free

FINANCIAL ADVISORY AGREEMENT

JuLy 7, 2003

North Harris County Regional Water Authority
3648 FM 1960 West, Suite 110
Houston, Texas 77068

Ladies and Gentlemen:

1. We understand that the North Harris County Regional Water Authority (the “Issuer”) will have under
consideration from time to time the authorization and issuance of obligations evidencing indebtedness (all
such obligations shall be referred to as “Obligations”) and that in connection with the issuance of such
Obligations you hereby agree to retain RBC Dain Rauscher Inc. (“RBC Dain”) to perform professional
services as your financial advisor in accordance with the terms of this financial advisory agreement
(“Agreement”). This Agreement shall apply to all Obligations that may be authorized and/or issued or
otherwise created or assumed from time to time during the period in which this Agreement is effective.

2. To fulfill these duties as financial advisor, we agree to perform the following;

(a) We will conduct a review of the financial resources of the Issuer to determine the extent of the
borrowing capacity of the Issuer. This review will include an analysis of (1) the existing debt structure
in relation to sources of income projected by the Issuer which may be pledged to secure payment of
the Obligations to be issued, and (2) where appropriate, the trends (as estimated by representatives of
the Issuer) of future financing needs. In the event revenues of existing or projected facilities operated
by the Issuer are to be pledged to repayment of the Obligations 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 Issuer, if any resulting from improvements to be financed by the
Obligations under consideration. We will also take into account future financing needs and operations
as projected by the Issuer's staff and consulting engineers or other experts, if any, employed by the
Issuer.

(b) On the basis of the information and estimates developed through our review described above and other
information that we consider appropriate, we will submit written recommendations with respect to a
plan of finance for the issuance of Obligations that will include (1) the date of issue, (2) interest
structure (fixed or variable), (3) interest payment dates, (4) a schedule of maturities, (5) early
redemption options, (6) security provisions, and (7) other matters that we consider appropriate to
increase the marketability of the Obligations.

(c¢) In order to assist you in selecting a date for the sale of the Obligations, we will advise you of current
conditions in the relevant debt market, upcoming bond issues, and other general information and
economic data which might reasonably be expected to influence interest rates or bidding conditions.

717/03
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(d

()

(f)

We understand that you have retained or expect to retain a firm of recognized municipal bond
attorneys, whose fees will be paid by you, who will prepare the proceedings, who will provide advice
concerning the steps necessary to be taken to issue the Obligations, and who will issue an opinion (in a
form standard for the particular type of financing) approving the legality of the Obligations and tax
exemption of the interest paid thereon. In addition, one or more of the bond attorneys, your counsel or
counse] to the underwriters of the Obligations will issue an opinion to the effect that the disclosure
document does not contain an untrue statement of a material fact or omit to state a material fact
necessary in order to make the statements contained therein, in light of the circumstances under which
they were made, not misleading (subject to market exceptions). We will maintain liaison with the
bond attorneys and other attorneys to the fransaction and shall assist in all financial advisory aspects
involved in the preparation of appropriate legal proceeding and documents.

We will assist in the preparation of the Issuer’s disclosure documents including the Preliminary
Official Statement and the Official Statement.

In connection with a negotiated sale, we will evaluate the underwriter proposals and make a
recormunendation for the hiring of the underwriter(s).

(g) In the event formal verification by an independent auditor of any calculations incident to the

Obligations is required, we will make arrangements for such services.

{(h) We will make recommendations to the Issuer on the matter of credit rating{s) for the proposed issue of

(@

@

Obligations. Upon the request of the Issuer, we will coordinate the preparation of information to be
submitted to any rating agency. In those cases where it is appropriate to present personally information
to any rating agency, we will arrange for such presentation.

We will make recommendations to the Issuer as to the advisability of obtaining municipal bond
insurance or other credit enhancement, or qualifications for such insurance or enhancement, for the
Obligations and, when directed by the Issuer, we will coordinate the preparation of such information
as, in our opinion, 18 required for submission to the appropriate company, institution or institutions. In
those cases where the advisability of personal presentation of information to the appropriate company,
institution or institutions, may be indicated, we will arrange for such personal presentations. The
premiums for said insurance, if deemed advisable, will be paid by the Issuer if purchased directly or
the underwriters if purchased as a bidder's option.

We will (1) arrange for the printing of the Obligations, (2) submit the Obligations for execution and
impression of a seal, and Texas Only: (3) cause the Obligations to be delivered to the Attorney General
for approval and the Comptroller of Public accounts for registration. The Issuer shall maintain
ownership of the Obligations until they are sold and delivered to the purchaser.

(k) We will attend any and all meetings of governing body of the Issuer, 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.

After closing, we will deliver to the Issuer and the paying agent(s) definitive debt records, including a
schedule of annual debt service requirements on the Obligations.

While this Agreement is in effect, the Issuer agrees (upon our request} to provide or cause to be provided to us
information relating to the Issuer, the security for the Obligations, and other matters that we consider
appropriate to enable us to perform our duties under this Agreement. With respect to all information provided
by or on behalf of the Issuer to us under this Agreement, the Issuer agrees to obtain certifications (in a form
reasonably satisfactory to us) from appropriate representatives of the Issuer as fo the accuracy of such
information and to use its best efforts to obtain certifications (in a form reasonably satisfactory to us) from
representatives of other parties than the Issuer, where appropriate. The Issuer acknowledges that we shall be
entitled to rely on the accuracy and completeness of all information provided by or on behalf of the Issuer.

/103



4. In connection with Rule G-23 of the Municipal Securities Rulemaking Board, if, during the term of this
Agreement, we are asked to serve as underwriter with respect to any issue of Obligations of the Issuer to be
sold on a negotiated basis, we will, by written notice to, and consent by, the Issuer, terminate our obligations
under this Agreement with respect to that issue of Obligations. This Agreement will stay in effect with respect
to other issues of Obligations of the Issuer for which we are not acting as underwriter.

5. In consideration for the services rendered by us pursuant to this Agreement in comnection with the
authorization, issuance, and sale of Obligations, the Issuer agrees that our fee will be computed as shown on
the “Fee Schedule” attached hereto. Our fee and reimbursable expenses shall become due and payable
simultancously with the delivery of the Obligations to be the Purchaser except that our reimbursable expenses
shall be payable monthly upon our submission of a written statement. Our fees do not include and we will be
entitled to be reimbursed from the Issuer for any actual "out-of-pocket” expenses incurred in connection with
the provision of such services, including, but not limited to, reasonable travel expenses or any other expenses
incurred on behaif of the Issuer.

6. If the Issuer considers and evaluates or uses interest rate derivative instruments as part of the financing plan
for Obligations covered by this Agreement, we will provide assistance and advice related to their use if
requested. Such assistance and advice will be provided as described in a separate scope of services letter that
will specify the procedures we have been requested to perform and the extent of assistance we will provide.
Fees for such services will be stated in that letter and will be in addition to those specified in this Agreement,

7. In addition to the terms and obligations herein contained, this Agreement is subject to the following special
conditions:
This agreement shall not be assignable without the prior written consent of the Board of
Directors of the Issuer.

8. This Agreement may be terminated by either party upon thirty days written notice.

9. This Agreement is submitted in duplicate originals. It constitutes the entire financial advisory agreement of
the parties and may be amended only by a writing signed by the Issuer and RBC Dain. The Issuer's
acceptance of this Agreement will occur upon proper signature by the authorized representative(s) of the
Issuer and the return of one executed copy to RBC Dain.

Respectfully submitted,

RBC Dain Rauscher Inc.

By ?""—/‘; M

Name Eugene B. Shepherd

Title Managing Director

Date el 7, 00D
l/ < i

1103



ACCEPTANCE

ACCEPTED pursuant to motion adopted by the governing body of North Harris County Regional Water
Authority on July 7, 2003

o o Bt

Ron Graham

Name -
Title President
Aftest;
/
By W A :
Name /’Keff§/ngsler

Secretary

Title
Date July 7, 2003
APPROVED:

Jimmie hindewolf ~P.E,
General Manager

7103



FEE SCHEDULE

In consideration for the services rendered by RBC Dain, the Issuer agrees that our fee for each issue of
Obligations will be as follows:

One-tenth (0.10%) of one percent (1%) of the par value of the Bonds actually sold and delivered to and paid for
by the purchasers. The minimum fee for each issue sold and delivered shall be $50,000.

In consideration of the above fee we will assume and be responsible for the following expenses:

Travel and communication expenses of the Financial Advisor with the exception of travel expenses
outside the Houston Metropolitan Area.

In addition to our fee, the Issuer will be responsible for the expenses set forth below. In some cases, we may
incur these expenses on your behalf, and you agree to reimburse us for such expenses:

All expenses of issuance will be borne by the Issuer. These issuance expenses include, but are not limited
to, the cost of printing and mailing the Official Notice of Sale and the Official Statement, the travel
expenses of the financial advisor, if any, incurred in presentation(s) before regulatory authorities, the
national rating agencies, and/or credit enhancement companies on behalf of the Issuer, the fees of the
national rating services pertaining to their assignment of credit rating(s) to the Tssuer, credit enhancement
fees, bond printing expenses, bond attorneys, security atiorneys, or other attorney fees, the cost of legal
advertisement and the Municipal Advisory Council of Texas listing fee.

Our bond fee shall become due and payable simultancously with the delivery of the securities to the purchaser.
QOur reimbursable expenses shall become due and payable within 30 days after they are incurred by us.

If we are requested to perform additional financial advisory services for the Issuer other than in connection with

the issuance and sale of the securities, such additional services will be billed monthly at the rate of $175.00 per
hour for senior bankers, $125.00 per hour for analytical support, and $50.00 per hour for administrative support.

7/7/03




A6 & A7

Counties

Harris

Identify the Applicant's total service area population:: 938,598

Funding Program(s)
Funding Programs
SWIFT: $601,845,000

Other Funding Sources

Other Funding Sources

Funding Source Type of Funds Amount ($)
(Loan, Grant, etc.)

Date Applied for
Funding

Anticipated or
Funding Secured
Date

Other Funding Comments: N/A




Funding_1 N A



Funding & Project Type

Has this project received TWDB funding for any other project phases?: Y
Requesting Funding for Planning: Y

Requesting Funding for Acquisition: Y

Requesting Funding for Design: Y

Requesting Funding for Construction: Y

Is the project a water project?: Y

Is the project a wastewater project?: N

Is Applicant requesting funding to refinance existing debt?: N

DUNS:

Federal Awards information:

1. Did applicant receive over 80% of their revenue from Federal Awards last year?:
2. Did applicant receive over $25 million in Federal Awards last year?:

3. Does the public have access to executive compensation information via SEC or IRS reports?:

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



TWDB- 0215 N A



Contractors & Loan/Grant Participation Summary

Have you already solicited contractors?:
Have contracts already been awarded?:

Legal Information

Cite the legal authority under which the Applicant can issue the proposed debt including the
authority to make a proposed pledge of revenues.: Acts 1999, 76th Leg., Ch. 1029 (H.B. 2965),
Section 5.02

What type of pledge will be used to repay the proposed debt?: SYSTEMS_REVENUE

Provide the full legal name of the security for the proposed debt issue(s).: NHCRWA Senior Lien
Revenue Bonds, Series 2018

Describe the pledge being offered and any existing rate covenants.: The security pledged to the
Authority’s Senior Lien Revenue Bonds is described in Section 3.2 of the attached Master
Resolution. The rate covenant appears in Section 5.2 of the attached Master Resolution.



RESOLUTION AUTHORIZING APPLICATION TO THE TEXAS WATER
DEVELOPMENT BOARD FOR FINANCIAL ASSISTANCE RELATED TO
NHCRWA DISTRIBUTION EXPANSION AND DESIGNATING AUTHORIZED
REPRESENTATIVES IN CONNECTION THEREWITH

THE STATE OF TEXAS
COUNTY OF HARRIS
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY

O O Lo

RECITALS

WHEREAS, the North Harris County Regional Water Authority (the "Authority") and
the City of Houston (the "City") have executed contracts pursuant to which the Authority
purchases treated surface water from the City's Northeast Water Purification Plant (the
"NEWPP"), which the Authority uses to comply with the Harris-Galveston Subsidence District's
groundwater reduction mandates (the "HGSD Rules"); and

WHEREAS, pursuant to one (1) such agreement, the Second Supplement to Water Supply
Contract, dated February 25, 2015, the Authority intends to participate financially in the City's
expansion of the treated water production capacity of the NEWPP so it may purchase an
additional 113 MGD of treated water from the NEWPP in order to further the Authority's ability
to comply with the HGSD Rules; and

WHEREAS, the Authority intends to design and construct the remainder of the
NHCRWA 2025 Distribution System (the "Project"), among other improvements, in order to
facilitate distribution of this additional water capacity to its customers; and

WHEREAS, by a letter dated April 5, 2018, the Texas Water Development Board (the
"Board") invited the Authority to apply for financial assistance through the Board's State Water
Implementation Fund for Texas ("SWIFT") program in order to fund the Authority's costs related
to the Project; and

WHEREAS, the Authority's Board of Directors has determined it to be in the best interest
of the Authority to file an application for financial assistance through the SWIFT program with
the Board in order to fund its costs related to the Project.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF THE
AUTHORITY, AS FOLLOWS:

1. That the recitals stated above are found to be true and correct and are incorporated
by reference into this Resolution as though fully set forth herein.

2. That an application seeking financial assistance in an amount not to exceed

$601,845,000 to provide for the Authority's costs of the Project is hereby approved and
authorized to be filed with the Board.

00251185 NHCRWA Distribution Expansion



3. That Jimmie Schindewolf, P.E., General Manager of the Authority, be and is
hereby designated the authorized representative of the Authority for purposes of furnishing
information and executing documents as required in connection with the preparation and filing of
such application for financial assistance and the rules of the Board.

4. That the following firms and individuals are hereby authorized and directed to aid
and assist in the preparation and submission of such application and appear on behalf of and
represent the Authority before any hearing held by the Board on such application, to wit:

Planning and Governmental

Affairs Director

Financial Assistant

Co-Financial Advisor:

Co-Financial Advisor:

Program Manager:

Engineer:

00251185

Mark Evans

North Harris County Regional Water Authority
3648 Cypress Creek Parkway, Suite 110
Houston, Texas 77068

(281) 440-3924

Cyndi Plunkett

North Harris County Regional Water Authority
3648 Cypress Creek Parkway, Suite 110
Houston, Texas 77068

(281) 440-3924

Matthew Dustin

RBC Capital Markets
1001 Fannin, Suite 1200
Houston, TX 77002
(713) 651-3338

John Howell

The GMS Group, LLC

5075 Westheimer, Suite 1175
Houston, TX 77056

(713) 626-3347

Steve Berckenhoff, P.E./Mike Baugher, P.E.
AECOM Technical Services, Inc.

5444 Westheimer Road, Suite 200

Houston, TX 77056

(713) 780-4100

Michael V. Reedy, P.E.

Freese and Nichols, Inc.

10497 Town and Country Way, Suite 600
Houston, TX 77024

(713) 600-6828



00251185

Co-Bond Counsel:

Co-Bond Counsel:

Robin S. Bobbitt/Jonathan D. Polley
Radcliffe Bobbitt Adams Polley PLLC
America Tower

2929 Allen Parkway, Suite 3450
Houston, Texas 77019

(713) 237-1221

Robert M. Collie, Jr./Jerry Kyle
Orrick, Herrington & Sutcliffe LLP
609 Main Street, 40" Floor
Houston, TX 77002

(713) 658-6779

[SIGNATURE PAGE FOLLOWS]



EXECUTED as of the 2™ day of April, 2018.

/=Y A

/rémdent Board qf Directors

ATTEST:

/')4% “a /¢ S‘z){' e

Secretary, Board of Directors

00251185 4



APPLICATION AFFIDAVIT

THE STATE OF TEXAS §
COUNTY OF HARRIS §
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY §

BEFORE ME, the undersigned duly constituted authority of the State of Texas, on this
day personally appeared Jimmie Schindewolf, P.E., General Manager of the North Harris County
Regional Water Authority (the "Authority"), as the Authorized Representative of the Authority,
who being by me duly sworn, upon oath did state:

L

The decision by the Authority 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
Authority;

The information submitted in the application is true and correct according to my
best knowledge and belief;

The Authority 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;

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

The Authority 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.

Jinghie Schindewolf, P.E.
General Manager of the Authority

SWORN TO AND SUBSCRIBED BEFORE ME by Jimmie Schindewolf, P.E., on this
2" day of April, 2018.

(SEAL)

iw.ck ){ ) /fzéf/xcl-ec//é}:q

Not‘a/lry Public, State of Texas

% LISAK. RANDECKER
s MY COMMISSION EXPIRES

August 18, 2019



CERTIFICATE FOR RESOLUTION

THE STATE OF TEXAS §
COUNTY OF HARRIS §
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY §

I, the undersigned Secretary of the Board of Directors (the "Board") of North Harris
County Regional Water Authority (the "Authority"), hereby certify as follows:

L. The Board convened in regular session, open to the public, on the 2" day of
April, 2018, at the regular meeting place thereof, and the roll was called of the members of the
Board, to-wit:

Alan J. Rendl President

Kelly P. Fessler Vice President

Lenox A. Sigler Secretary

Ron Graham Assistant Secretary

Jim Pulliam Treasurer/Investment Officer

All members of the Board were present, thus constituting a quorum. Whereupon, among
other business, the following was transacted at such meeting:

RESOLUTION AUTHORIZING APPLICATION TO THE TEXAS WATER
DEVELOPMENT BOARD FOR FINANCIAL ASSISTANCE RELATED TO
NHCRWA DISTRIBUTION EXPANSION AND DESIGNATING AUTHORIZED
REPRESENTATIVES IN CONNECTION THEREWITH

was duly introduced for the consideration of the Board. It was then duly moved and seconded
that such Resolution be adopted; and, after due discussion, such motion, carrying with it the
adoption of said Resolution, prevailed and carried by the following vote:

AYES: 5 NOES: 0

2. A true, full, and correct copy of the aforesaid Resolution adopted at the meeting
described in the above and foregoing paragraph is attached to and follows this Certificate; such
Resolution has been duly recorded in said Board's minutes of such meeting; the above and
foregoing paragraph is a true, full, and correct excerpt from the Board's minutes of such meeting
pertaining to the adoption of such Resolution; the persons named in the above and foregoing
paragraph are the duly chosen, qualified, and acting officers and members of the Board as
indicated therein; each of the officers and members of the Board was duly and sufficiently
notified officially and personally, in advance of the time, place, and purpose of such meeting and
that such Resolution would be introduced and considered for adoption at such meeting and each
of such officers and members consented, in advance, to the holding of such meeting for such
purpose; such meeting was open to the public, as required by law, and public notice of the time,
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place and purpose of such meeting was given as required by Chapter 551, Texas Government
Code, as amended, and Section 49.063, Texas Water Code, as amended.

SIGNED AND SEALED the 2" day of April, 2018.

/-)}f’)‘dﬁ/ /// __S ap i

Secretary, Bodrd of Directors

00251185



Bonds, CCN, Enforcement Action

Is the applicant proposing to issue revenue bonds?: Y

Does the applicant possess a Certificate of Convenience and Necessity (CCN)?: N
If no, indicate the status of the CCN.: See attached Enabling Legislation

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?: N
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STATE OF TEXAS

NORTH HARRIS COUNTY
REGIONAL WATER AUTHORITY

«on Lon Lon OB

MASTER RESOLUTION ESTABLISHING A FINANCING PROGRAM FOR
THE NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY;
APPROVING AND AUTHORIZING NORTH HARRIS COUNTY REGIONAL
WATER AUTHORITY SENIOR LIEN REVENUE BONDS TO BE ISSUED IN
VARIOUS SERIES AND TO BE SOLD AND DELIVERED IN VARIOUS
FORMS; PROVIDING FOR CREDIT AGREEMENTS; MAKING CERTAIN
COVENANTS AND AGREEMENTS IN CONNECTION THEREWITH; AND
RESOLVING OTHER MATTERS INCIDENT AND RELATED THERETO.

BE IT RESOLVED AND ORDERED BY THE BOARD OF DIRECTORS OF NORTH

HARRIS COUNTY REGIONAL WATER AUTHORITY:

that:

ARTICLE I
FINDINGS AND DETERMINATIONS

Section1.1  Findings and Determinations. It is hereby officially found and determined

(a) North Harris County Regional Water Authority (the “Authority”) is a
governmental agency and a body politic and corporate created as a regional water
authority pursuant to the Constitution and laws of the State of Texas, including Article
XV1, Section 59, Texas Constitution, and Chapter 1029, Acts of the 76th Texas
Legislature 1999 (Regular Session), as amended by Chapter 1296, Acts of the 77th Texas
Legislature 2001 (Regular Session) (the “Act”).

(b) The Authority’s creation was confirmed at an election held within the

- boundaries of the Authority on January 15, 2000.

© The Act provides that the Authority may issue revenue notes and bonds
secured by all or part of the revenue derived from any source to carry out a power or
authority conferred by the Act and exercise any power of an Issuer under Chapter 1371,
Texas Government Code, as amended (“Chapter 13717), in issuing or securing a bond or
note.

((s)) The Act provides that (i) the Authority may establish fees (including fees
charged against the owner of a well located in the Authority's boundaries) and charges as
necessary to enable the Authority to fulfill its regulatory obligations and (i) fees
established by the Board of Directors of the Authority (the “Board”) must be sufficient to
achieve water conservation, prevent waste of water, serve as a disincentive to pumping
groundwater, and accomplish the purposes of the Act, including making available
alternative water supplies, and enable the Authority to meet operation and maintenance
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expenses and pay the principal of and interest on debt issued in connection with the
exercise of the Authority's general powers and duties.

(e) The Board has determined to issue bonds, notes and other obligations and
evidences of indebtedness in series and installments from time to time pursuant to the
provisions of the Act and Chapter 1371 in order to establish a financing program for
revenue-supported obligations of the Authority, which will be secured by and payable
from the revenues described in this Master Resolution and that it is in the best interest of
the Authority to adopt this Master Resolution.

[End of Article T]
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ARTICLE I

DEFINITIONS AND INTERPRETATIONS

Section 2.1  Definitions. The words and terms used in this Master Resolution and the
recitals hereto shall have the meanings set forth in Exhibit A hereto, unless the context or use
clearly indicates another or different meaning or intent, and such definitions shall be equally
applicable to both the singular and plural forms of the terms and words therein defined.

Section 2.2  Rules of Construction. For all purposes of this Master Resolution, unless
the context requires otherwise, all references to designated Articles, Sections and other
subdivisions are to articles, sections and other subdivisions of this Master Resolution.
References to any constitutional, statutory or regulatory provision means such provision as it
exists on the date the Master Resolution is adopted by the Board and any future amendments
thereto or successor provisions thereof.

Section 2.3  Interpretations. All terms defined herein and all pronouns used in this
Master Resolution shall be deemed to apply equally to singular and plural and to all genders.
The titles and headings of the articles and sections of this Master Resolution and the Table of
Contents of this Master 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. This Master Resolution and all the terms and provisions hereof shall be
liberally construed to effectuate the purposes set forth herein.

[End of Article II]
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ARTICLE I

ESTABLISHMENT OF FINANCING PROGRAM

Section 3.1  Establishment of Financing Program. Pursuant to authority conferred by
and in accordance with the provisions of the Constitution and laws of the State, particularly the
Act and Chapter 1371, the Board hereby establishes a financing program to (a) to carry out the
powers and authority conferred by the Act; (b) fund any reserve or other fund established in
connection with the issuance of Senior Lien Obligations; (c) refund and refinance Outstanding
Senior Lien Obligations and other bonds, notes, obligations and evidences of indebtedness
incurred by the Authority; (d) pay the cost of issuance of Senior Lien Obligations; and
(e) provide funds for any other lawful purpose (except that bond proceeds must be used for the
purposes for which such bonds were issued or deposited in the Interest and Sinking Fund).

Each separate series or installment of Senior Lien Obligations shall be issued pursuant to
the terms and conditions contained in a Supplemental Resolution and may be issued in one or
more installments; provided that each Senior Lien Obligation shall be designated in a manner
that includes in its title a reference to the issuer of the Senior Lien Obligations and (in the case of
Parity Bonds or Parity Obligations) a series or installment designation therefor, together with any
other identifying or descriptive words deemed appropriate by the Board or an Authorized
Representative.

Each Supplemental Resolution shall provide for the authorization, issuance, sale,
delivery, form, characteristics, interest rate(s) (which may be fixed, variable, adjustable or
computed by any other method), provisions for payment and redemption and any other matters
related to the Senior Lien Obligations of such series or installment (including, without limitation,
matters related to the delegation of the sale of any such Senior Lien Obligations to an Authorized
Representative and the execution and delivery of Parity Credit Agreements, if any). A
Supplemental Resolution may provide for different or additional terms for the Senior Lien
Obligations of each series or installment.

Except as provided in Section 3.4(b), no limit is imposed as to the principal amount of
Senior Lien Obligations that may be issued under the provisions of this Master Resolution.

Section 3.2  Security for Senior Lien Obligations.

(a) The Senior Lien Obligations shall constitute special obligations of the
Authority secured by and payable solely from the sources herein provided. To secure the
payment of (i) principal of, premium, if any, and interest on Parity Bonds and Parity
Obligations and (ii) all costs and amounts due and owing under any Party Credit
Agreements (including any Reserve Fund Obligations), except as therein provided, the
Authority hereby pledges and grants a first and prior lien on all Gross Revenues as
collected and received by the Authority, subject only to the prior use of Gross Revenues
to pay Operation and Maintenance Expenses in accordance with Section 4.2 hereof. All
Senior Lien Obligations shall be additionally secured by and payable from amounts in the
Interest and Sinking Fund and the Reserve Fund. If the Board provides a Parity Credit
Agreement as additional security for any Parity Bonds or Parity Obligations, such Parity
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Bonds or Parity Obligations shall be further secured by and payable from such Parity
Credit Agreement to the extent provided therein; provided, that the Parity Credit
Agreement may provide that payment of costs and amounts due and owing under such
Parity Credit Agreement shall be paid and payable only after payment of any Parity
Bonds or Parity Obligations supported by such Parity Credit Agreement.

The Owners of the Senior Lien Obligations shall never have the right to demand
payment of either the principal of, interest on or any premium on the Parity Bonds or
Parity Obligations or any costs and amounts owing under any Parity Credit Agreement out
of any funds raised or to be raised by taxation.

®) Chapter 1208, Texas Government Code, applies to the issuance and
delivery of Senior Lien Obligations and the pledge of the Net Revenues granted by the
Board under this Master Resolution, and such pledge is therefore valid, effective and
perfected. If Texas law is amended at any time while the Senior Lien Obligations are
Outstanding and unpaid such that the pledge of the Net Revenues granted by the Board
under this Master Resolution is to be subject to the filing requirements of Chapter 9,
Texas Business & Commerce Code, then in order to preserve to the owners of the Senior
Lien Obligations the perfection of the security interest in such pledge, the Board agrees to
take such measures as it determines are reasonable and necessary under Texas law to
comply with the applicable provisions of Chapter 9, Texas Business & Commerce Code,
and enable a filing to perfect the security interest in said pledge to occur.

Section 3.3  Senior Lien Obligations Ratably Secured. All Senior Lien Obligations
issued or incurred hereunder are, and are to be, to the extent provided in this Master Resolution,
equally and ratably secured by the security pledged under this Master Resolution without
preference, priority or distinction on account of the series or installment, or the actual time or
times of the execution, authentication, delivery or maturity of such Senior Lien Obligations so
that all such Senior Lien Obligations at any time Outstanding hereunder shall have the same
right, lien and preference under and by virtue of this Master Resolution and shall be equally and
ratably secured hereby with like effect as if they were of the same series or installment and they
had all been executed, authenticated and delivered simuitaneously on the date hereof, whether
the same, or any of them, shall actually be disposed of at such date, or whether they, or any of
them, shall be disposed of at some future date; provided that no series or installment of Parity
Bonds or Parity Obligations shall have any right, lien or claim to the security of or payment from
any Credit Agreement unless such Credit Agreement is provided to secure or pay Parity Bonds
or Parity Obligations of such series or installment.

Section 3.4  Issuance of Senior Lien Obligations; Additional Senior Lien Obligations.

(@) The Authority reserves and shall have the right and power to issue Parity
Bonds and Parity Obligations and to execute and deliver Parity Credit Agreements for
any purpose authorized by law pursuant to the provisions of this Master Resolution and
any Supplemental Resolution hereto. Senior Lien Obligations, if and when authorized,
issued and delivered in accordance with this Master Resolution, shall be secured by and
made payable equally and ratably on a parity with all Outstanding Senior Lien
Obligations from an irrevocable lien on and pledge of the Net Revenues.
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(b) The Parity Bonds or Parity Obligations of each series or installment and
any Parity Credit Agreement(s) shall be delivered in accordance with terms to be set forth
in the Supplemental Resolution authorizing such series, installment or agreement.

Each Supplemental Resolution under which Senior Lien Obligations are issued
shall specify or provide for (i) the authorized principal amount and designation of Senior
Lien Obligations issued as Parity Bonds or Parity Obligations; (ii) the purpose or
purposes for which the Senior Lien Obligations are being issued; (iii) the maturity date
or dates of the Senior Lien Obligations; (iv) the interest rate(s) of the Senior Lien
Obligations (which may be fixed, variable or otherwise) and the manner of determining
such rate(s) and the interest payment date(s) therefor; (v) the authorized denomination(s)
of and the manner of dating, numbering and lettering Senior Lien Obligations issued as
Parity Bonds or Parity Obligations; (vi) the redemption or prepayment price(s), if any,
and the redemption or prepayment terms for the Senior Lien Obligations; (vii) the
increased or changed Reserve Fund Requirement as of the issuance of the Senior Lien
Obligations and the manner in which any increase or change in the Reserve Fund
Requirement will be funded, including any special provisions for a Reserve Fund
Obligation; (viii) the form(s) of Senior Lien Obligations issued as Parity Bonds or Parity
Obligations; (ix) the appointment of any fiscal agent(s) or other agents, if any, for such
Senior Lien Obligations; and (x) any other provisions deemed advisable by the Authority
and not in conflict with the provisions of this Master Resolution.

In addition, following the first issuance of Senior Lien Obligations hereunder and
prior to the delivery of any additional series or installment Parity Bonds or Parity
Obligations or any Parity Credit Agreement constituting a Senior Lien Obligation, an
Authorized Representative shall provide a written certificate attesting to the matters in
each of clauses (i) and (ii) and to the matters in geither clause (iii), (iv) or (v):

(i) All action on the part of the Authority necessary for the valid
issuance of the Parity Bonds or Parity Obligations then to be issued (or any Parity
Credit Agreement then to be delivered) has been taken; that all provisions of State
and federal law necessary for the valid issuance of such Parity Bonds or Parity
Obligations (or the delivery of any Parity Credit Agreement) have been complied
with; and that such Parity Bonds or Parity Obligations (or any Parity Credit
Agreement) will be valid and enforceable special obligations of the Authority
according to their terms, subject to the exercise of judicial discretion in
accordance with general principles of  equity and bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors’ rights
heretofore or hereafter enacted to the extent constitutionally applicable.

(i) No Event of Default under this Master Resolution or any
Supplemental Resolution has occurred and is continuing as of the date of such
certificate, and the Authority is not in default as to any covenant, condition or
obligation in connection with its Outstanding Senior Lien Obligations and the
resolutions authorizing same.
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(iii)  The Adjusted Net Revenues for the most recently completed Fiscal
Year, or any consecutive twelve (12) month period out of the eighteen (18) month
period immediately preceding the Issue Date for such Parity Bonds or Parity
Obligations (or the date of delivery of such Parity Credit Agreement), were at
least equal to the Coverage Requirement (which shall include debt service on the
proposed series or installment of Senior Lien Obligations then being issued) for
the current Fiscal Year.

(iv)  The Pro-forma Net Revenues for the most recently completed
Fiscal Year, or any consecutive twelve (12) month period out of the eighteen (18)
month period immediately preceding the Issue Date for such Parity Bonds or
Parity Obligations (or the date of delivery of such Parity Credit Agreement), were
at least equal to the Pro-Forma Coverage Requirement (which shall include debt
service on the proposed series or installment of Senior Lien Obligations then
being issued) for the current Fiscal Year.

(v)  The Senior Lien Obligations are being issued for the purpose of
refunding previously issued Senior Lien Obligations and the issuance of such
Senior Lien Obligations will result in a reduction in the maximum Annual Debt
Service Requirements of the Senior Lien Obligations to be Outstanding following
the issuance of such Senior Lien Obligations.

©) Any Parity Credit Agreement (i) providing for the payment of or security

for Parity Bonds or Parity Obligations that are Outstanding at the time such Parity Credit
Agreement is executed and delivered and (ii) that is not described in or contemplated by
the Supplemental Resolution that authorized the related series or instaliment of Parity
Bonds or Parity Obligations, may be executed and delivered pursuant to a Supplemental
Resolution, subject to compliance with this Section 3.4 (including delivery of the
certifications required by Subsection (b)). Any Parity Credit Agreement executed and
delivered in accordance with this subsection 3.4(c) shall be equally and ratably secured in
accordance with subsection 3.4(a).

Section3.5  Junior Lien Obligations and Subordinate Lien Obligations. The Authority
reserves the right to issue, for any lawful purpose, Junior Lien Obligations and Subordinate Lien
Obligations in such amounts, on such dates and having such terms as the Board may determine;
provided, that the Junior Lien Obligations and the Subordinate Lien Obligations shall not be
secured by, or payable from any moneys drawn under, any Credit Agreement that provides for
the payment of or security for Parity Bonds or Parity Obligations. Such Junior Lien Obligations
and Subordinate Lien Obligations may be further secured by any other source of payment
lawfully available for such purpose.

Section 3.6  Special Project Bonds. The Authority reserves the right to issue revenue

bonds secured by liens on and pledges of revenues and proceeds derived from Special Projects.
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ARTICLE IV

FUNDS AND ACCOUNTS

Section4.1  Special Funds. The Authority hereby covenants and agrees that Gross
Revenues, as collected and received by the Authority, shall be deposited and paid into the special
funds hereinafter established, and shall be applied in the manner hereinafter set forth, in order to
provide for (a) the payment of all Operation and Maintenance Expenses, (b) the payment of
principal of, interest on and any premium on the Parity Bonds and Parity Obligations and all
expenses of paying same, (c) payment of all costs and amounts due and owing under any Parity
Credit Agreements and (d) the disposition of the remaining Net Revenues.

The following special Funds shall be established, maintained and accounted for as
hereinafter provided so long as any of the Parity Bonds or Parity Obligations remain Outstanding
(or any costs or amounts owed under a Parity Credit Agreement remain unpaid):

(a) North Harris County Regional Water Authority Revenue Fund (the
“Revenue Fund’);,

(b) North Harris County Regional Water Authority Senior Lien Interest and
Sinking Fund (the “Interest and Sinking Fund™);

© North Harris County Regional Water Authority Senior Lien Reserve Fund
(the “Reserve Fund”);

(d) North Harris County Regional Water Authority Senior Lien Obligation
Coverage Fund (the “Coverage Fund”),

(e) North Harris County Regional Water Authority Operation and
Maintenance Reserve Fund (the “Operation and Maintenance Reserve
Fund”); and

® North Harris County Regional Water Authority Improvement Fund (the
“Improvement Fund”).

All of such Funds shall be held by a depository of the Authority and maintained as
separate accounts on the books of the Authority. The Interest and Sinking Fund, the Reserve
Fund and the Coverage Fund shall constitute trust funds which shall be held in trust for the
Owners of the Senior Lien Obligations and the proceeds of which shall be pledged to the
payment of the Senior Lien Obligations. All of the Funds named above shall be used solely as
herein provided so long as any Parity Bond or Parity Obligation remains Outstanding (or any
costs or amounts owed under a Parity Credit Agreement remain unpaid).

Section4.2  Flow of Funds. The Gross Revenues of the System shall be deposited as
collected into the Revenue Fund. In addition, amounts transferred from the Coverage Fund
pursuant to Section 4.5(b) shall be deposited to the credit of the Revenue Fund. '
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On or before the last Business Day of each month, moneys from time to time on deposit
to the credit of the Revenue Fund shall be applied in the following manner and in the following
order of priority:

(a) First, to pay Operation and Maintenance Expenses;

(b) Second, to make all deposits into the Interest and Sinking Fund required
by Section 4.3;

(c) Third, to make all deposits into the Reserve Fund required by Section 4.4;

(d)  Fourth, to make all deposits into the Coverage Fund required by
Section 4.5;

(e) Fifth, to make all deposits and transfers (including any required reserves
therefor) as may be required by any order or resolution of the Authority authorizing the
issuance of Junior Lien Obligations in order to provide for the payment of and security
for such Junior Lien Obligations; and

® Sixth, to make all deposits into the Operation and Maintenance Reserve
Fund required by Section 4.6;

(g) Seventh, to make all deposits and transfers (including any required
reserves therefor) as may be required by any order or resolution of the Authority
authorizing the issuance of Subordinate Lien Obligations in order to provide for the
payment of and security for such Subordinate Lien Obligations; and

(h) Eighth, all remaining Net Revenues shall be deposited into the
Improvement Fund in accordance with Section 4.7.

Section4.3  Interest and Sinking Fund. An Authorized Representative shall provide
for the deposit into the Interest and Sinking Fund of any amounts determined to be accrued or
capitalized interest received from the sale of Senior Lien Obligations.

On or before the last Business Day of each month (and at such other times as shall be set
forth in any Supplemental Indenture) so long as any Senior Lien Obligations remain
Outstanding, after making all required payments and provision for payment of Operation and
Maintenance Expenses, there shall be transferred into the Interest and Sinking Fund from the
Revenue Fund the following amounts:

(a) such amounts (in approximately equal monthly installments and taking
into account (i) any amounts then on deposit in the Interest and Sinking Fund and
available for such purpose and (ii) the number of monthly installments to occur between
the date such installment is deposited and the next interest payment date) as will be
sufficient to accumulate, during the six-month period immediately preceding the next
scheduled interest payment date for Senior Lien Obligations, the amount required to pay
the interest scheduled to become due on the Senior Lien Obligations (other than Reserve
Fund Obligations) on the next interest payment date therefor;
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b such amounts (in approximately equal monthly installments and taking
into account (i) any amounts then on deposit in the Interest and Sinking Fund and
available for such purpose and (ii) the number of monthly instaliments to occur between
the date such installment is deposited and the next principal payment date) as will be -
sufficient to accumulate, during the twelve-month period immediately preceding the next
succeeding principal payment date for Senior Lien Obligations, the amount required to
pay the next maturing principal of the Senior Lien Obligations (other than Reserve Fund
Obligations), including the principal of, and any premium on, any Senior Lien
Obligations payable as a result of the operation or exercise of any mandatory or optional
redemption provision contained in any Supplemental Resolution;

©) to the extent not included in the amounts transferred pursuant to
subsection (a) and (b), such amounts (in approximately equal monthly installments and
taking into account (i) any amounts then on deposit in the Interest and Sinking Fund and
available for such purpose and (ii) the number of monthly installments to occur between
the date such installment is deposited and the next payment date therefor) as will be
sufficient to pay the costs and amounts due and owing in the current Fiscal Year under
any Parity Credit Agreements (other than costs and amounts paid with respect to a
Reserve Fund Obligation pursuant to Section 4.4) as such costs and amounts become due
and owing; and

(d) such amounts (in approximately equal monthly installments and taking
into account (i) any amounts then on deposit in the Interest and Sinking Fund and
available for such purpose and (ii) the number of monthly installments to occur between
the date such installment is deposited and the next payment date therefor) as will be
sufficient to pay any bank charges or other costs and expenses incurred in the current
Fiscal Year and related to the disbursement of payments from and the administration of
amounts on deposit in the Interest and Sinking Fund. '

Whenever the total amounts on deposit to the credit of the Interest and Sinking Fund and
the Reserve Fund shall be equivalent to the sum of the aggregate principal amount of all
Outstanding Senior Lien Obligations plus. the aggregate amount of all interest accrued and to
accrue thereon and all costs and amounts owed and to be owed under any Parity Credit
Agreements, no further payments need be made into the Interest and Sinking Fund or the
Reserve Fund, and such Senior Lien Obligations shall not be regarded as being outstanding
except for the purpose of being paid with the moneys on deposit in such Funds.

Moneys deposited to the credit-of the Interest and Sinking Fund shall be used solely for
the purpose of paying principal (whether at maturity, upon prior redemption or upon the
purchase of Senior Lien Obligations in the open market, at a price that does not exceed the
redemption price therefor, to be credited against mandatory redemption requirements), interest
and premium on the Parity Bonds and Parity Obligations and the costs and amounts due and
owing under any Parity Credit Agreements, plus all bank charges and other costs and expenses
relating to such payment. ’

On or before (a) each principal and/or an interest payment date for Parity Bonds or Parity
Obligations and (b) each date that any cost or amount becomes due and owing under any Parity
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Credit Agreement, the Authority shall transfer from the Interest and Sinking Fund to the paying
agent (or the obligee, as applicable) for the Senior Lien Obligations an amount equal to the
principal of, interest on, any premium and any costs or other amounts payable on the Senior Lien
Obligations on such date, together with an amount equal to all bank charges and other costs and
expenses relating to such payment. The paying agent shall totally destroy all paid Senior Lien
Obligations and shall provide the Authority with an appropriate certificate of destruction.

Section4.4  Reserve Fund.

(a) There shall be deposited from the proceeds of the sale of Senior Lien
Obligations or other lawfully available funds, to the credit of the Reserve Fund, an
amount of money which (together with any Reserve Fund Obligation which the
Authorized Representative may secure for the Reserve Fund) equals the Reserve Fund
Requirement. No further deposits shall be made into the Reserve Fund as long as the
money and investments (together with any Reserve Fund Obligation) in the Reserve Fund
are at least equal in market value to the Reserve Fund Requirement; but if and whenever
the market value of money and investments (together with any Reserve Fund Obligation)
in the Reserve Fund is reduced below such Reserve Fund Requirement because of a
decrease in market value of investments, then the Authority shall deposit Net Revenues
into the Reserve Fund in an amount sufficient to restore the Reserve Fund to the Reserve
Fund Requirement; and in the event the Reserve Fund is used to pay the principal of or
interest on the Senior Lien Obligations because of insufficient amounts being available in
the Interest and Sinking Fund, then the Authority shall deposit Net Revenues into the
Reserve Fund in an amount sufficient to restore the Reserve Fund to the Reserve Fund
Requirement by depositing into the Reserve Fund an amount in equal payments, required
on or before the last Business Day of each month (beginning with the first month
following the occurrence of a deficiency), to restore any deficiency in the Reserve Fund
Requirement in not more than twelve (12) months (or such shorter period as may be
established by any Supplemental Resolution). For purposes of calculating the amount on
hand in the Reserve Fund, an amount equal to the maximum available amount which may
be drawn under any Reserve Fund Obligation, as described in (d) below, will be deemed
on deposit in the Reserve Fund. During any period in which the money and the market
value of investments credited to the Reserve Fund (taking into account any Reserve Fund
Obligation) are equal to or exceed the Reserve Fund Requirement then during such
period all investment earnings and income from the Reserve Fund shall be deposited
upon receipt to the credit of the Interest and Sinking Fund.

(b) The Reserve Fund shall secure and (to the extent that amounts on deposit
in the Interest and Sinking Fund and the Coverage Fund are insufficient therefor) be used
to pay the principal of and interest on Senior Lien Obligations as such principal and
interest becomes due and payable; provided that any Parity Credit Agreement may
provide that payment of costs and amounts due and owing thereunder shall be paid and
payable only after payment of any Parity Bonds or Parity Obligations supported by such
Parity Credit Agreement. However, each Supplemental Resolution shall provide and
require that (i) the aggregate amount to be accumulated and maintained in the Reserve
Fund shall be increased (if and to the extent necessary) to the Reserve Fund Requirement
required after the issuance of such Senior Lien Obligations; and (ii) the required
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additional amount, if any, shall be so accumulated by the deposit in the Reserve Fund of
all of such required additional amount in cash or a Reserve Fund Obligation immediately
after the delivery of the then proposed Senior Lien Obligations.

©) Notwithstanding any other provision of this Master Resolution, an
equivalent Reserve Fund Obligation may be substituted by the Authority at any time and
from time to time in lieu of all or any part of the money and/or investments held for (or
required to be held for) the credit of the Reserve Fund, and such money and/or
investments may be withdrawn and used for any lawful purpose. If a Reserve Fund
Obligation is used as provided above, any reimbursements required thereunder to be paid
to a Credit Agreement Provider as a result of a draw or demand thereunder and any
interest thereon and expenses payable thereunder shall be made, as provided in the
Reserve Fund Obligation, from moneys deposited into the Reserve Fund until fully paid.

(d) A Reserve Fund Obligation permitted under (c), above, must be a Credit
Agreement in the form of a surety bond, insurance policy or letter of credit meeting the
requirements described below.

€9 A surety bond or insurance policy issued to the entity serving as
trustee or paying agent (the “Fiduciary”), as agent of the Owners, by a company
licensed to issue an insurance policy guaranteeing the timely payment of debt
service on the Senior Lien Obligations (a “municipal bond insurer”) if the claims
paying ability of the issuer thereof shall be rated “AAA” or the equivalent by at
least two Rating Agencies. '

2) A surety bond or insurance policy issued to the Fiduciary, as agent
of the Owners, by an entity other than a municipal bond insurer, if (A) the claims
paying ability of the provider of such surety bond or insurance policy shall be
rated by a Rating Agency not lower than the lowest rating applicable to any
Outstanding Senior Lien  Obligations and the form and substance of such
instrument and the issuer thereof shall be approved in writing by each Bond
Insurer of record or (B) all Outstanding Parity Bonds and Parity Obligations are
insured by a Bond Insurance Policy and the form and substance of such
instrument and the issuer thereof shall be approved in writing by each Bond
Insurer of record.

3) An unconditional irrevocable letter of credit issued to the
Fiduciary, as agent of the Owners, by a bank if the issuer thereof is rated “AA” or
the equivalent by at least two Rating Agencies. The letter of credit shall be
payable in one or more draws upon presentation by the beneficiary of a sight draft
accompanied by its certificate that it then holds insufficient funds to make a
required payment of principal or interest on the Senior Lien Obligations. The
draws shall be payable within two (2) days of presentation of the sight draft. The
letter of credit shall be for a term of not less than three (3) years and shall be
subject to an “evergreening” feature so as to provide the Authority with at least
thirty (30) days notice of termination. The issuer of the letter of credit shall be
required to notify the Authority and the Fiduciary not later than thirty (30) days
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prior to the stated expiration date of the letter of credit, as to whether such
expiration date shall be extended, and if so, shall indicate the new expiration date.
If such notice indicates that the expiration date shall not be extended, the
Authority shall deposit in the Reserve Fund, in accordance with this section, an
amount sufficient to cause the money or investments on deposit in the Reserve
Fund (together with any other qualifying Reserve Fund Obligations) to
accumulate to the Reserve Fund Requirement, unless the expired Reserve Fund
Obligation is replaced by a Reserve Fund Obligation meeting the requirements in
clause (1) or (2), above, or in this clause (3). The letter of credit shall permit a
draw in full not less than fourteen (14) days prior to the expiration or termination
of such letter of credit if the letter of credit has not been replaced or renewed. The
Fiduciary shall draw upon the letter of credit prior to its expiration or termination
unless an acceptable replacement is in place or the Reserve Fund is otherwise
fully funded to the Reserve Fund Requirement at the time of such expiration or
termination.

) The obligation to reimburse the issuer of a Reserve Fund
Obligation for any expenses, claims or draws upon such Reserve Fund Obligation,
including interest thereon, shall be made from the deposits made to the Reserve
Fund as provided in this Section (and subordinate to the payment of debt service
on other Senior Lien Obligations). Any reimbursement obligation shall be repaid
from amounts deposited into the Reserve Fund in approximately equal monthly
installments over a period of not less than twelve (12) months (beginning with the
month that follows the month in which the reimbursement obligation arises) and,
to the extent not inconsistent with such payment schedule, in accordance with the
provisions of the Reserve Fund Obligation. The Reserve Fund Obligation shall
provide for a revolving feature under which the amount available thereunder will
be reinstated to the extent of any reimbursement of draws or claims paid. If the
revolving feature is suspended or terminated for any reason, the right of the issuer
of the Reserve Fund Obligation to reimbursement will be subordinated to the cash
replenishment of the Reserve Fund to an amount equal to the difference between
the full original amount available under the Reserve Fund Obligation and the
amount then available for further draws or claims. In the event (A) the issuer of a
Reserve Fund Obligation becomes insolvent, or (B) the issuer of a Reserve Fund
Obligation defaults in its payment obligations thereunder, or (C)the claims
paying ability of the issuer of the insurance policy or surety bond falls below
“AAA” or the equivalent by a Rating Agency, or (D) the rating of the issuer of the
letter of credit falls below “AA” or the equivalent by a Rating Agency, the
obligation to reimburse the issuer of the Reserve Fund Obligation shall be
subordinate to the cash replenishment of the Reserve fund.

®)) In the event (A) the revolving reinstatement feature described in
the preceding paragraph is suspended or terminated, or (B) the rating of the claims
paying ability of the issuer of the surety bond or insurance policy falls below
“AAA” or the equivalent by a Rating Agency, or (C) the rating of the issuer of the’
letter of credit falls below “AA” or the equivalent by a Rating Agency, the
Authority- shall either (i) deposit into the Reserve Fund an amount sufficient to
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cause the money or permitted investments on deposit in the Reserve Fund to
accumulate to the Reserve Fund Requirement, such amount to be paid over the
ensuing five years in equal installments at least semi-annually, or (ii) replace such
instrument with a surety bond, insurance policy, or letter of credit meeting the
requirements in any of clauses (1) through (3) above within six (6) months of such
occurrence. In the event (A) the rating of the claims paying ability of the issuer of
the surety bond or insurance policy falls below “A” or the equivalent by a Rating
Agency, or (B) the rating of the issuer of the letter of credit falls below “A” or the
equivalent by a Rating Agency, or (C) the issuer of the Reserve Fund Obligation
defaults in its payment obligations hereunder, or (D) the issuer of the Reserve
Fund Obligation becomes insolvent, the Authority shall either (i) deposit into the
Reserve Fund an amount sufficient to cause the money or permitted investments
on deposit in the Reserve Fund to accumulate to the Reserve Fund Requirement,
such amount to be paid over the ensuing year in equal installments on at least a
monthly basis, or (ii) replace such instrument with a surety bond, insurance
policy, or letter of credit meeting the requirements in any of clauses (1) through
(3) above within six (6) months of such occurrence.

(6) Where applicable, the amount available for draws or claims under
a Reserve Fund Obligation may be reduced by the amount of money or permitted
investments deposited in the Reserve Fund pursuant to clause (i) of the preceding
clause (5).

) The Fiduciary shall ascertain the necessity for a claim or draw
upon any Reserve Fund Obligation and provide notice to the Authority and the
issuer of the Reserve Fund Obligation in accordance with its terms not later than
three (3) Business Days prior to each interest or principal payment date (or such
appropriate time period as will, when combined with the timing of required
payment under the Reserve Fund Obligation, ensure payment under the Reserve
Fund Obligation on or before the interest or principal payment date).

8) Cash on deposit in the Reserve Fund may be used (or investments
purchased with such cash shall be liquidated and the proceeds applied as required)
prior to any drawing on any Reserve Fund Obligation. If and to the extent that
more than one Reserve Fund Obligation is deposited in the Reserve Fund,
drawings thereunder and repayments of costs associated therewith shall be made
on a pro rata basis, calculated by reference to the maximum amounts available
thereunder.

) Any Reserve Fund Obligation (A) shall be subject to receipt of
such opinion(s) of counsel as may be required by any Supplemental Resolution
authorizing the issuance or incurrence of Senior Lien Obligations and (B) must, to
the extent required by law, be submitted to and approved by the Office of the
Attorney General of the State of Texas.
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Section 4.5  Coverage Fund.

(a) On or before the last Business Day of the month in which the Issue Date
for any series or installment of Senior Lien Obligations occurs, after making all prior
transfers from the Revenue Fund, there shall be transferred from the Revenue Fund to the
Coverage Fund (i) to the extent funds are available in the Revenue Fund, an amount equal
to the Coverage Fund Requirement and (ii) if required, in each succeeding month, an
amount equal to one-twelfth (1/12) of the Coverage Fund Requirement until (A) the
Coverage Fund Requirement has been established in the Coverage Fund or (B) the
transfer of funds provided in subsection (b) occurs.

(b) On the first Business Day of each calendar year, there shall be transferred
to the Revenue Fund from the Coverage Fund an amount equal to the Coverage Fund
Requirement (or such amount as shall be on deposit in the Coverage Fund).

©) On or before the last Business Day of each month, after making all prior
transfers from the Revenue Fund, there shall be transferred from the Revenue Fund to the
Coverage Fund, (i) in the first month of each calendar year to the extent available in the
Revenue Fund, an amount equal to the Coverage Fund Requirement and (ii) if required,
in each succeeding month, an amount equal one-twelfth (1/12) of the Coverage Fund
Requirement until the Coverage Fund Requirement has been reestablished in the
Coverage Fund.

(d)  If funds on deposit in the Interest and Sinking Fund are insufficient to pay
the principal of and interest on Senior Lien Obligations as such principal and interest
becomes due and payable, amounts in the Coverage Fund shall be transferred to the
Interest and Sinking Fund to the extent required for such purpose. During any period in
which the money and or the market value of investments credited to the Coverage Fund
are equal to or exceed the Coverage Fund Requirement, all investment earnings and
income from the Coverage Fund shall be deposited upon receipt to the credit of the
Revenue Fund.

Section 4.6  Operation and Maintenance Reserve Fund. Commencing on the Issue
Date of any Senior Lien Obligations, there shall be transferred from the Revenue Fund to the
Operation and Maintenance Reserve Fund, an amount sufficient to accumulate the Operation and
Maintenance Reserve Requirement. In any Fiscal Year, the amount of the Operation and
Maintenance Reserve Requirement shall be determined based on that Fiscal Year’s budget.

If the money and the market value of investments in the Operation and Maintenance
Reserve Fund is less than the Operation and Maintenance Reserve Requirement for the Fiscal
Year, as stated in the budget therefor, on or before the last Business Day of each month, there
shall be credited to the Operation and Maintenance Reserve Fund (i) an amount sufficient to re-
establish the Operation and Maintenance Reserve Requirement or (ii) if such deficiency results
from a requisition for funds as provided in the next paragraph of this Section, an amount equal to
1/6™ of the deficiency caused by such requisition until the amount on deposit in the Operation
and Maintenance Reserve Fund equals the Operation and Maintenance Reserve Requirement.
No payment need be made into the Operation and Maintenance Reserve Fund so long as the
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moneys and investments therein shall then equal not less than the Operation and Maintenance
Reserve Requirement.

The moneys and investments in the Operation and Maintenance Reserve Fund shall be
maintained as a continuing reserve to be used only to prevent deficiencies in the payment of
Operation and Maintenance Expenses resulting from a deficiency of Gross Revenues sufficient
to pay such expenses as the same accrue and become due. If at any time the Gross Revenues are
not sufficient to pay Operation and Maintenance Expenses, the Authority acting by and through
an Authorized Representative may requisition the additional moneys needed therefor, and
thereupon such money shall be withdrawn from the Operation and Maintenance Reserve Fund
and applied for the payment of Operation and Maintenance Expenses. Any moneys accounted
for in the Operation and Maintenance Reserve Fund and exceeding the Operation and
Maintenance Reserve Requirement for the then current Fiscal Year may be transferred to and
deposited in the Revenue Fund. '

Section 4.7 Improvement Fund.

(a) Any money remaining in the Revenue Fund after all prior transfers have
been satisfied shall be transferred to the Improvement Fund on or before the last day of
each Fiscal Year. Moneys deposited into the Improvement Fund may be used by the
Authority for any lawful purpose.

(b) In the event that the amount on deposit in the Interest and Sinking Fund is
ever insufficient to pay the principal of or the interest on any Senior Lien Obligations as
such principal and interest become due and payable, amounts in the Improvement Fund
shall be transferred to the Interest and Sinking Fund to the extent required to pay such
principal and interest when due and payable. In addition, in the event that the Coverage
Fund Requirement is not established in the Coverage Fund on the last Business Day of
the penultimate month of each Fiscal Year, after all transfers required by Section 4.2 have
been made, the Authority shall transfer amounts from the Improvement Fund to the
Coverage Fund as necessary to re-establish the Coverage Fund Requirement prior to the
last Business Day of such Fiscal Year. Except as otherwise provided by this subsection
(b), investment earnings and income from amounts on deposit in the Improvement Fund
shall be deposited upon receipt to the credit of the Revenue Fund.

Section4.8  Rebate Fund. The Authority may establish a Rebate Fund and deposit
therein such amounts as are required to be paid to the United States of America under the Code
and the Regulations. Moneys in the Rebate Fund shall be used to make payments to the United
States of America to the extent required pursuant to the requirements of the Code, the
Regulations, and the federal tax covenants of any Supplemental Resolution. For purposes of
satisfying such requirements, amounts in any Fund established in this Indenture may be
transferred to the Rebate Fund.

Section4.9  Deficiencies in Funds; Other Transfers.

(a) If in any month there shall not be deposited into any Fund maintained
pursuant to this Article the full amounts required hereinabove, amounts equivalent to
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such deficiency shall be set apart and paid into such Fund or Funds from the first
available and unallocated moneys in the Revenue Fund and such payment shall be in
-addition to the amounts otherwise required to be paid into such Funds during any
succeeding month or months. To the extent necessary, the rates and charges for the
System and fees of the Authority shall be increased to make up for any such deficiencies.

(b) Notwithstanding anything in this Article to the contrary, if on any interest
payment date, principal payment date or other date there are not sufficient Net Revenues
to make the required transfers to the Interest and Sinking Fund or the Reserve Fund to
pay, when due, the interest on or principal of or any other payment on any Senior Lien
Obligations or to make any required deposit to the Reserve Fund, there may be
transferred at the Authority’s discretion, from any lawfully available source, the amount
which will result in the appropriate Fund having the balance required to be on deposit
therein; provided that no transfer will be made from proceeds of one issue of Senior Lien
Obligations to pay debt service on another issue of Senior Lien Obligations unless
authorized by Supplemental Resolution. The Authority shall be permitted to reimburse
itself for any such transfers from amounts deposited in the Improvement Fund.

Section 4.10 Additional Funds and Accounts. The Authority reserves the right to
establish (by Supplemental Resolution or by resolution adopted for any other purpose) one or
more subfunds, accounts or subaccounts within any Fund (including, without limitation, accounts
or subaccounts for the purpose of establishing one or more reserves for, or holding the proceeds
of, Senior Lien Obligations) and one or more funds, subfunds, accounts or subaccounts in
connection with any issue or series of Junior Lien Obligations or Subordinate Lien Obligations
(including, without limitation, funds, subfunds, accounts or subaccounts for the purpose of
establishing one or more reserves for, or holding the proceeds of, Junior Lien Obligations or
Subordinate Lien Obligations, holding funds obtained from any other source or to accomplish
any other lawful purpose of the Authority). Any fund, subfund, account or subaccount created
for the purpose of establishing one or more reserves for, or holding the proceeds of, Junior Lien
Obligations or Subordinate Lien Obligations shall be funded from Net Revenues in accordance
with the priority set forth in Section 4.2,

Section 4.11 Investment of Funds; Transfer of Investment Income. Moneys in any
Fund established by this Master Resolution may, at the option of the Authority, be invested in
Eligible Investments, provided that all such deposits and investments shall have a market value
exclusive of accrued interest at all times at least equal to the amount of money credited to such
Funds, and shall be made in such manner that the money required to be expended from any Fund
will be available at the proper time or times. Moneys in the Reserve Fund shall be invested in
Eligible Investments maturing not later than the final maturity of the Senior Lien Obligations.
Such investments shall be valued in terms of current market value as of the last day of each year
or Fiscal Year, except that direct obligations of the United States in book-entry form shall be
continuously valued at their par or face principal amount. Such investments shall be sold
promptly when necessary to prevent any default in connection with the Senior Lien Obligations.

Section 4.12  Security for Uninvested Funds. So long as any Senior Lien Obligation
remains Outstanding, all uninvested moneys on deposit in, or credited to, any Fund shall be
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secured by the pledge of security as provided by law for governmental entities and political
subdivisions of the State of Texas.

[End of Article IV]

18
HOU:2158085.9



ARTICLE V

COVENANTS

Section 5.1  General Covenants. The Authority covenants and agrees that in
accordance with and to the extent required or permitted by law, and for as long as any of the
Senior Lien Obligations is Outstanding:

(a) Performance. It will faithfully perform at all times any and all covenants,
undertakings, stipulations and provisions contained in this Master Resolution; it will
promptly pay or cause to be paid the principal of and interest on every Senior Lien
Obligation, on the dates and in the places and manner prescribed herein and in any
Supplemental Resolutions; it will, at the times and in the manner prescribed, deposit or
cause to be deposited the amounts required to be deposited into the Funds, and any
Owner of a Senior Lien Obligation may require the Authority, its officials and employees
to carry out, respect or enforce the covenants and obligations of this Master Resolution,
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
Authority, its officials and employees.

(b) Title. It has or will obtain lawful title to the lands, buildings, structures,
storage capacities and other facilities constituting the System, that it 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 Owners of the Senior Lien Obligations, against the
claims and demands of all persons whomsoever, and it is lawfully qualified to pledge the
Net Revenues to the payment of the Senior Lien Obligations in the manner prescribed
herein, and has lawfully exercised such rights.

(©) Liens. It 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 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 manner provided
herein, and it will not create or suffer to be created any mechanic’s, laborer’s,
materialman’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, that no such tax, assessment or charge, and that no such claims which
might be used as the basis of a mechanic’s, laborer’s, materialman’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 Authority.

d) Operations of System. It will continuously and efficiently operate the
System, and shall maintain the System in good condition, repair and working order, all at
reasonable cost and in the same manner as comparable public authorities engaged in
similar activities.

19
HOU:2158085.9



(e) Further Encumbrance. It will not additionally encumber the Gross
Revenues or the Net Revenues (or any part thereof) in any manner, except as permitted in
this Master Resolution in connection with Senior Lien Obligations (heretofore or
hereafter issued), unless such encumbrance is made junior and subordinate in all respects
to the liens, pledges, covenants and agreements of this Master Resolution; but the right of
the Authority to issue revenue bonds or other obligations, payable from a subordinate lien
on the Net Revenues is specifically recognized and retained.

® Sale of Property. It will not sell or encumber the System, or any
significant or substantial part thereof; provided that whenever the Authority deems it
necessary to dispose of any property, machinery, fixtures or equipment which is a part of
the System, it may sell or otherwise dispose of such property, machinery, fixtures or
equipment when it has made arrangements to replace the same or provide substitutes
therefor, unless it is determined that no such replacement or substitute is necessary to the
efficient operation of the System. '

(g) Insurance.

1) It will cause to be insured such parts of the System as would
usually be insured by corporations operating like properties, with a responsible
insurance company or companies, against risks, accidents or casualties against
which and to the extent insurance is usually carried by corporations operating like
properties, including, to the extent reasonably obtainable, fire and extended
coverage insurance, insurance against damage by floods, and use and occupancy
insurance. Public liability and property damage insurance shall also be carried
unless the Authority’s attorney gives a written opinion to the effect that the
Authority is 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 Authority shall not be required to carry insurance on the
work being constructed if the contractor is required to carry appropriate insurance.
All such policies shall be open to the inspection of the owners of Senior Lien
Obligations and their representatives at all reasonable times. Upon the happening
of any loss or damage covered by insurance from one or more of said causes, the
Authority shall make due proof of loss and shall do all things necessary or
desirable to cause the insuring companies to make payment in full directly to the
Authority. The proceeds of insurance covering such property, together with any
other funds necessary and available for such purpose, shall be used forthwith by
the Authority 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 such insurance proceeds pertaining to the
System shall be used promptly as follows:

(A)  for the redemption prior to maturity of the Senior Lien Obligations, ratably
in the proportion that the Outstanding principal of each series or
installment of Senior Lien Obligations bears to the total Outstanding
principal of all Senior Lien Obligations, provided that if on any such
occasion the principal of any such series or installment is not subject to
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redemption, it shall not be regarded as Outstanding in making the
foregoing computation; or

(B) if none of the Outstanding Senior Lien Obligations is subject to
redemption, then for the purchase on the open market and retirement of
said Senior Lien Obligations in the same proportion as prescribed in the
foregoing clause (A), to the extent practicable; provided that the purchase
price for any <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>